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Foreword

The 1990s began with a great surge of hope.
With the cold war over, the world could har-
ness its enormous resources for develop-
ment and prosperity. During the first six
vears of the 1990s world conferences and
summit meetings emphasized the urgency
of eradicating poverty. The World Summit
for Social Development in Copenhagen
attended by representatives of 185 govern-
ments and an unprecedented 117 heads of
state and government—sharpened this
focus. Countries committed themselves to
the goal of eradicating poverty “as an ethi-
cal, social, political and moral imperative of
human-kind” and recognized people-
centred development as the key to achiev-
ing it,

In parallel, poverty eradication has
become an overarching goal of interna-
tional action—and of the United Nations
system’s work in the followup to the UN
conferences and summits. The social devel-
opment summit’s programme of action
calls on the United Nations Development
Programme “to undertake efforts to sup-
port the implementation of social develop-
ment programmes’. UNDP has made the
eradication of poverty its overriding prior-
ity. As the principal antipoverty arm of the
United Nations, it is well placed to work
with other parts of the UN system, espe-
cially its sister organizations and agencies at
the country level, to assist states in their
programmes to eradicate poverty. Already
UNDP is working with more than 70 coun-
tries to follow up on the commitment made
at Copenhagen.

This year's Human Development Report
builds on that commitment. Its most impor-
tant message is that poverty is no longer
inevitable. The world has the material and
natural resources, the know-how and the

people to make a poverty-free world a real-
ity in less than a generation. This is not
woolly idealism but a practical and achiev-
able goal. Over the past three decades a
dozen or more developing countries have
shown that it is possible to eliminate
absolute poverty. And most industrial coun-
tries had largely eradicated absolute poverty
by the 1970s, although some have slipped
in the past decade.

Poverty is not to be suffered in silence
by the poor. Nor can it be tolerated by those
with the power to change it. The challenge
now is to mobilize action—state by state,
organization by organization, individual by
individual.

Poverty has many faces. It is much more
than low income. It also reflects poor health
and education, deprivation in knowledge
and communication, inability to exercise
human and political rights and the absence
of dignity, confidence and self-respect.
There is also environmental impoverish-
ment and the impoverishment of entire
nations, where essentially everyone lives in
poverty. Behind these faces of poverty lies
the grim reality of desperate lives without
choices and, often, governments that lack
the capacity to cope.

This year’s Report offers ideas for erad-
icating absolute poverty. The agenda
includes but goes beyond income, encom-
passing gender, pro-poor growth, globaliza-
tion and governance.

As in previous years, this vear’s Human
Development Report is the fruit of a collab-
orative effort by a team of eminent consul-
tants and the Human Development Report
team, Richard Jolly, my Special Adviser,
together  with  Sakiko  Fukuda-Parr,
Director, Human Development Report
Office, led the effort.



The analysis and policy recommenda-
tions in this Report do not necessarily
reflect the views of UNDP, its Executive
Board or its Member States. The indepen-
dence of views and the professional
integrity of its authors ensure that the con-
clusions and recommendations will have
the greatest possible audience.

As always, this is an innovative and
thought-provoking report. I welcome the
publication of Human Development Report
1997 as an important contribution to the
international momentum for eradicating
absolute poverty. Some 160 years ago the
world launched a successful campaign
against slavery. Today we must all help to
lead a similar campaign against poverty.
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OVERVIEW

Human poverty is
more than income
poverty—it is the
denial of choices
and opportunities
for living a
tolerable life

The great success in reducing poverty in the
20th century shows that eradicating severe
poverty in the first decades of the 21st cen-
tury is feasible. This may seem an extraor-
dinary ambition, but it is well within our
grasp. Almost all countries committed
themselves to this goal at the World Summit
for Social Development in 1995. And many,
including some of the largest, have
embarked with all the seriousness necessary
to achieve it.

Although poverty has been dramatically
reduced in many parts of the world, a quar-
ter of the world’s people remain in severe
poverty. In a global economy of $25 trillion,
this is a scandal—reflecting shameful
inequalities and inexcusable failures of
national and international policy.

Human  Development  Report 1997
reviews the challenge to eradicate poverty
from a human development perspective. It
focuses not just on poverty of income but
on poverty from a human development per-
spective—on poverty as a denial of choices
and opportunities for living a tolerable life.

e
The progress in reducing poverty over
the 20th century is remarkable and
unprecedented . . .

Few people realize the great advances
already made. In the past 50 vears poverty
has fallen more than in the previous 500.
And it has been reduced in some respects in
almost all countries.

The key indicators of human develop-
ment have advanced strongly in the past few
decades. Since 1960, in little more than a
generation, child death rates in developing
countries have been more than halved.
Malnutrition rates have declined by almost

Human development to eradicate poverty

a third. The proportion of children out of
primary school has fallen from more than
half to less than a quarter. And the share of
rural families without access to safe water
has fallen from nine-tenths to about a
quarter.

These advances are found in all regions
of the world (figure 1). China, and another
14 countries or states with populations that
add up to more than 1.6 billion, have halved
the proportion of their people living below
the national income poverty line in less than
20 years. Ten more countries, with almost
another billion people, have reduced the
proportion of their people in income
poverty by a quarter or more. Beyond mere
advances in income, there has been great
progress in all these countries in life
expectancy and access to basic social
services,

The accelerated progress in reducing
poverty in the 20th century began in
Europe and North America in the 19th cen-
tury—in what can now be seen as the first
Great Ascent from poverty and human
deprivation. The ascent started in the
foothills of the industrial revolution, with
rising incomes, improvements in public
health and education and eventually pro-
grammes of social security. By the 1950s
most of Europe and North America
enjoyed full employment and welfare states.

The second Great Ascent started in the
1950s in the developing countries. The end
of colonialism was followed by improve-
ments in education and health and acceler-
ated economic development that led to
dramatic declines in poverty. By the end of
the 20th century some 3-4 billion of the
world’s people will have experienced sub-
stantial improvements in their standard of
living, and about 4-3 billion will have access

HUMAN DEVELOPMENT REPORT 1997



to basic education and health care. It is pre-
cisely these gains that make eradicating
poverty not some distant ideal—but a true
possibility.

e
.+ . but the advances have been uneven
and marred by setbacks—and poverty
remains pervasive.

Some stark figures summarize the balance
sheet of poverty towards the end of the 20th
century:
* More than a quarter of the developing
world’s people still live in poverty as mea-
sured by the human poverty index intro-
duced in this Report. About a third—1.3
billion people—Tlive on incomes of less than
$1 a dav.
* South Asia has the most people affected
by human poverty. And it has the largest
number of people in income poverty: 515
million. Together, South Asia, East Asia and
South-East Asia and the Pacific have more
than 950 million of the 1.3 billion people
who are income-poor.
* Sub-Saharan Africa has the highest pro-
portion of people in—and the fastest growth
in—human poverty. Some 220 million peo-
ple in the region are income-poor. Indeed,
the Sub-Saharan and other least developed
countries are poverty stricken—and it is esti-
mated that by 2000 half the people in Sub-
Saharan Africa will be in income poverty.
* In Latin America and the Caribbean
income poverty is more pervasive than
human poverty—affecting 110 million
people—and it continues to grow.
* Eastern Europe and the countries of the
Commonwealth of Independent States
(CIS) have seen the greatest deterioration
in the past decade. Income poverty has
spread from a a small part of their popula-
tion to about a third—120 million people
below a poverty line of $4 a day.
* And in industrial countries more than
100 million people live below the income
poverty line, set at half the individual
median income. Thirty-seven million are
jobless.

Within these broad groups some people
suffer more than others—particularly chil-
dren, women and the aged.

OVERVIEW

Children are especially vulnerable—hit
by malnutrition and illness just when their
brains and bodies are forming. Some 160
million children are moderately or severely
malnourished. Some 110 million are out of
school.

Women are disproportionately poor—
and too often disempowered and burdened
by the strains of productive work, the birth
and care of children and other household
and community responsibilities. And their
lack of access to land, credit and better
employment opportunities handicaps their
ability to fend off poverty for themselves
and their families—or to rise out of it.
Women are particularly at risk in poor com-
munities. Half a million women die each
year in childbirth—at rates 10-100 times
those in industrial countries.

The aged, a growing group in all regions,
often live their twilight years in poverty and
neglect.

Just when the possibilities for advance
should be greater than ever, new global
pressures are creating or threatening fur-
ther increases in poverty.

Some danger signs:

* Slow economic growth, stagnation and
even decline in some 100 developing and
transition countries.

* Continuing conflict in 30 countries,
most in Africa.

* Slowing advance in such key areas as
nutrition.

* The rise of such threats as HIV/AIDS.

The latest data show that the human
development index declined in the past
year in 30 countries, more than in any year
since the Human Development Report was
first issued in 1990. Between 1987 and
1993 the number of people with incomes
of less than $1 a day increased by almost
100 million to 1.3 billion—and the num-
ber appears 1o be still growing in every
region except South-East Asia and the
Pacific.

The transition from socialism to democ-
racy and market economies has proved
more difficult and costly than anyone imag-
ined. The costs have been not only eco-
nomic, from the dramatic decline in GDP.
They have also been human, from falling
wages, growing crime and loss of social pro-

New global
pressures are
creating or
threatening further
increases in

poverty



POVERTY HAS GENERALLY BEEN REDUCED RAPIDLY SINCE 1950, BUT WITH MANY SETBACKS AND REVERSALS

FIGURE 1
Under-five mortality rate (per 1,000 live hirths) Adult illiteracy rate (percent) Income poverty incidence
(percentage based on the §1-a-day poverty line)
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tection. In some countries life expectancy
has fallen by five years or more.

In many industrial countries unem-
ployment is rising, and the traditional
protections against poverty are being
undermined by pressures on public spend-
ing and the welfare state. In some indus-
trial countries, such as the United
Kingdom and the United States, poverty
has risen considerably.

None of these depressing develop-
ments was inevitable. And all can be
reversed, if countries take more seriously
the commitments already made to giving
poverty reduction high priority, nationally
and internationally.

—————————
From a human development
perspective, poverty means the denial
of choices and opportunities for a
tolerable life.

It is in the deprivation of the lives people
lead that poverty manifests itself. Poverty
can mean more than a lack of what is nec-
essary for material well-being. It can also
mean the denial of opportunities and
choices most basic to human develop-
ment—to lead a long, healthy, creative life
and to enjoy a decent standard of living,
freedom, dignity, self-esteem and the
respect of others.

For policy-makers, the poverty of
choices and opportunities is often more rel-
evant than the poverty of income, for it
focuses on the causes of poverty and leads
directly to strategies of empowerment and
other actions to enhance opportunities for
everyone.

Poverty must be addressed in all its dimen-
stons, not income alone. The needs are great.
An estimated 1.3 billion people survive on
less than the equivalent of $1 a day. But
there are other needs, equally basic and
sometimes even more so (figure 2). Nearly
a billion people are illiterate. Well over a bil-
lion lack access to safe water. Some 840 mil-
lion go hungry or face food insecurity. And
nearly a third of the people in the least
developed countries—most of which are in
Sub-Saharan Africa—are not expected to
survive to age 40.

COVERVIEW

The human poverty index combines basic
dimensions of poverty and reveals interesting
contrasts with income poverty. This Report
introduces a human poverty index (HPI).
Rather than measure poverty by income, it
uses indicators of the most basic dimen-
sions of deprivation: a short life, lack of
basic education and lack of access to public
and private resources. Like all measures the
HPI has weaknesses—in data and in con-
cept. Like all measures it cannot capture the
totality of human poverty. But by combin-
ing in a single poverty index the concerns
that often get pushed aside when the focus
is on income alone, the HPI makes a useful
addition to the measures of poverty.

Among 78 developing countries ranked
by the HPI, Trinidad and Tobago comes out
on top, followed by Cuba, Chile, Singapore
and Costa Rica. Human poverty has been

FIGURE 2

Poverty in the human development perspective
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reduced in these countries and now affects
less than 10% of their people.

Where is human poverty most perva-
sive? The HPI exceeds 50% in seven coun-
tries—Niger, Sierra Leone, Burkina Faso,
Ethiopia, Mali, Cambodia and Mozam-
bique—implying that more than half their
people suffer several forms of human
poverty. Altogether, 35 of the 78 developing
countries for which the HPI was calculated
have HPIs exceeding 33%.

Comparing the HPI with income mea-
sures of poverty based on a $l-a-day
poverty line reveals interesting contrasts:

* Both income poverty and human
poverty are pervasive, affecting a quarter to
a third of the people in the developing
world.

* Sub-Saharan Africa and South Asia
have the highest incidence of both income
and human poverty—at about 40%.

* Most of the Arab States have made
remarkable progress in reducing income
poverty, now a mere 4%, but face a large
backlog of human poverty (32%).

* Latin America and the Caribbean, with
an HPI of 15%, has reduced human poverty
in many countries, but income poverty is
still 24%.

* In Egypt, Guinea, Morocco, Pakistan
and 10 other countries the proportion of
people in human poverty exceeds the pro-
portion in income poverty.

* In Guinea-Bissau, Honduras, Kenya,
Peru and Zimbabwe the proportion of peo-
ple in income poverty exceeds the propor-
tion in human poverty.

Y T T X T S T Y
The scale of poverty is daunting, but we
should take heart from what's already
been achieved—and focus on six
priorities for action to eradicate poverty.

Every country—developing and devel-
oped—needs policies and strategies for
“substantially reducing overall poverty in
the shortest time possible, reducing
inequalities and eradicating absolute
poverty by a target date to be specified by
each country in its national context”—goals
set at the World Summit for Social
Development. This process needs to be

undertaken in partnership by government
and civil society, including the private
sector.

The strategy for poverty reduction will
naturally differ from country to country, but
there are six priorities for action.

1. Everywhere the starting point is to
empower women and men—and to
ensure their participation in decisions
that affect their lives and enable them
to build their strengths and assets.

Poor people and poor communities rely pri-
marily on their own energy, creativity and
assets. Such assets are not just economic.
They are also social, political, environmen-
tal and personal—both for women and for
men.

A people-centred strategy for eradicat-
ing poverty should start by building the
assets of the poor—and empowering the
poor to win their fight against poverty. What
does such a strategy entail?

* Political commitments to securing and
protecting the political, economic, social
and civil rights of poor people,

* Policy reforms and actions to enable
poor people to gain access to assets that
make them less vulnerable. Security of
tenure for housing and land is as impor-
tant as access to credit and other financial
services.

* Education and health care for all, along
with reproductive health services, family
planning and safe water and sanitation. This
needs to be achieved soon—not postponed
for another generation.

* Social safety nets to prevent people
from falling into destitution and to rescue
them from disaster.

2. Gender equality is essential for
empowering women—and for
eradicating poverty.

Already women are on the front line of
household and community efforts to
escape poverty and cope with its impact.
But too often they do not have a voice in
decision-making—in the household, in the
community or in national and international
arenas.
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Gender equality needs to be part of
each country’s strategy for eradicating
poverty, both as an end and as a means to
eradicating other forms of human poverty.
This means:

* Focusing clearly on ending discrimina-
tion against girls in all aspects of health,
education and upbringing—starting with
survival.

* Empowering women by ensuring equal
rights and access to land, credit and job
opportunities.

* Taking more action to end violence
against women, the all-too-pervasive hid-
den side of human poverty.

A creative commitment to gender
equality will strengthen every area of action
to reduce poverty—because women can
bring new energy, new insights and a new
basis for organization.

If development is not engendered, it is
endangered. And if poverty reduction
strategies fail to empower women, they will
fail to empower society.

3. Sustained poverty reduction requires
pro-poor growth in all countries—

and faster growth in the 100 or so
developing and transition countries
where growth has been failing.

In the past 15-20 years more than 100
developing and transition countries have
suffered disastrous failures in growth and
deeper and more prolonged cuts in living
standards than anything experienced in the
industrial countries during the Great
Depression of the 1930s. As a result of
these setbacks, the incomes of more than
a billion people have fallen below levels
first reached 10, 20 and sometimes 30
years ago.

Economic growth can be a powerful
means of reducing poverty, but its benefits
are not automatic. Argentina grew 2% per
capita a year in the 1950s, yet saw income
poverty rise. Honduras grew 2% a year in
1986-89 and saw income poverty double.
New Zealand, the United Kingdom and the
United States all experienced good average
growth during 1975-95, vet the proportion
in poverty increased. That is why the poli-
cies for growth must be pro-poor.

OVERVIEW

Pro-poor growth

What makes growth pro-poor? Several key
elements:

Restoring full employmient as a bigh prior-
ity of economic policy. Economic growth
contributes most to poverty reduction when
it expands the employment, productivity
and wages of poor people—and when pub-
lic resources are channelled to promoting
human development. Human Development
Report 1996 showed how a virtuous cycle of
economic growth and human development
arises when growth is labour-using and em-
ployment-generating—and when human
skills and health improve rapidly.

Lessening inequality and moderating its
extremes. 1f poverty is to be reduced, policy-
makers must avoid “ruthless” growth that
leads to increasing income inequality.
Contrary to some perceptions, inequality
usually hinders growth. In 29 of the 68
developing countries with data, the ratio of
the incomes of the richest 20% to those of
the poorest 20% exceeds 10 to 1;in 17, 15
to 1;and in 9, 20 to 1. In Latin America and
the Caribbean the richest 20% have average
incomes of more than $17,000, the poorest
20%, $930. Such inequalities undermine
the whole process of development and slow
poverty reduction.

Accelerating growth in poor countries.
Poor countries urgently need to accelerate
economic growth—to at least 3% per capita
a year. This growth, if the right kind and if
equitably  distributed, would double
incomes in a generation or even sooner.
Under the right circumstances it could
halve income poverty in a decade.

Something else is needed—main-
streaming the commitment to eradicate
poverty. For macroeconomic policy this
means much more than promoting eco-
nomic growth. Poverty eradication must be
a core priority of national economic policy,
as it was in many countries that have suc-
cessfully reduced poverty, such as Malaysia
and Norway.

Actions for the rural poor

About three-quarters of the world's poorest
people live in rural areas, dependent on

A creative
commitment to
gender equality
will strengthen
every area of
action to reduce
poverty
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Many of the gains
will remain fragile
unless bolstered by
strong pro-poor
growth

agricultural activities for their livelihoods.
For these people pro-poor growth means
raising agricultural productivity and
incomes.

Key priorities include:

Creating an enabling environment for
small-scale agriculture, microenterprises and
the informal sector. These are the sectors on
which most poor people depend for their
livelihoods. They also contribute to
growth, since they generate incomes and
employment at low cost, with few
imported inputs and low management
requirements.

Raising the productivity of small-scale
agriculture does more than benefit farmers.
It also creates employment on the farm and
off—and reduces food prices. The poor
benefit most, because about 70% of their
consumption is food, mostly staples, and
regular supplies and stable prices can
greatly reduce the vulnerability of the poor.
Strong support to small-scale agriculture
was at the core of the most successful cases
of poverty reduction—such as China in
1978-85, Malaysia since 1971 and India in
the early 1980s.

Fostering technological progress. The first
green revolution helped millions of small
farmers and urban food buyers escape
poverty with technological breakthroughs
in wheat, maize and rice farming in high-
potential areas. A second green revolution
is needed for poor farmers in resource-poor
areas, dependent on such crops as millet
and cassava.

Reversing environmental decline in nuar-
ginal regions. About half of the poorest peo-
ple in the world—more than 500
million—earn their livelihoods in ecologi-
cally fragile and low-productivity areas.
Here, efforts to reduce poverty need to go
hand in hand with efforts to protect the envi-
ronment. Securing sustainable energy
sources and protecting biodiversity should
be part of building environmental
sustainability.

Speeding  the  demographic  transition.
Poverty reduction is closely linked with
slower population growth—poor families
may have more children precisely because
they need their labour to collect ever more
distant supplies of fuel or water.

Education and health for all

As the experience of the fast-growing coun-
tries attests, basic education and health care
are among the most powerful forces for
growth. Studies have repeatedly shown the
high rates of return to these investments,
especially for girls. True, such investments
in people yield rich dividends only over a
long period. But no policy-maker should
sacrifice those dividends as a short-run
expedient.

Accelerated action to reduce human
deprivation in education and health is a
near-universal need and should not wait for
growth to resume. In the past 15 years,
despite disastrous declines in per capita
income, many countries have made signifi-
cant advances in reducing some aspects of
poverty.

* During 1980-95 Burkina Faso,
Gambia, Senegal and Zimbabwe cut child
mortality by a third to a half—despite
declines in income for much of this period.
* Also during 1980-95 Algeria, Jordan,
Peru, Syria and Trinidad and Tobago
reduced child mortality by a half to two-
thirds—despite reductions in per capita
income of 20% or more over the past
decade.

* In the Arab States the number of peo-
ple with access to safe water more than dou-
bled between 1980 and 1995—despite
severe economic setbacks.

These advances are no cause for com-
placency. Many of the gains will remain
fragile unless bolstered by strong pro-poor
growth and policies to translate that growth
into human development and poverty
reduction. Countries with poor growth,
such as Zimbabwe, have seen some of their
gains reversed.

Poverty reduction in industrial countries

Rising unemployment, falling wages and
cuts in social services are driving many peo-
ple into poverty in industrial countries—
and threatening the futures of millions
more. Many of the poorest are kept at the
bottom by social exclusion. The post-cold
war reductions in military expenditure
should have been seen as a major opportu-
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nity for social investment. Instead, the pri-
ority seems to be saving money and reduc-
ing services. The very idea of the welfare
state has been called into question and is
under threat.

The 25 years after the Second World
War showed what can be achieved by devel-
oping new policies to reduce unemploy-
ment and poverty. The same sustained
commitment and policy innovation are
needed today. The major challenges include
providing employment for all, ensuring
viable systems of social security, pensions
and health services for all, and enabling
men and women to share their home and
workplace obligations better.

The recent resurgence of poverty in
industrial countries is a reminder that fight-
ing poverty must be a continuous process—
requiring countries to adapt their safety
nets and mechanisms for preventing
poverty to changing economic realities.

4. Globalization offers great
opportunities—but only if it is managed
more carefully and with more concern
for global equity.

Proceeding at breakneck speed but without
map or compass, globalization has helped
reduce poverty in some of the largest and
strongest economies—China, India and
some of the Asian tigers. But it has also pro-
duced losers among and within countries.
As trade and foreign investment have
expanded, the developing world has seen a
widening gap between winners and losers.
Meanwhile, many industrial countries have
watched unemployment soar 1o levels not
recorded since the 1930s, and income
inequality reach levels not recorded since
the last century.

The greatest benefits of globalization
have been garnered by a fortunate few. A
rising tide of wealth is supposed to lift all
boats, but some are more seaworthy than
others. The yachts and ocean liners are ris-
ing in response to new opportunities, but
many rafts and rowboats are taking on
water—and some are sinking.

The ratio of global trade to GDP has
been rising over the past decade, but it has
been falling for 44 developing countries,

OVERVIEW

with more than a billion people. The least
developed countries, with 10% of the
world’s people, have only 0.3% of world
trade—half their share of two decades ago.

The list goes on:

*  More than half of all developing coun-
tries have been bypassed by foreign direct
investment, two-thirds of which has gone to
only eight developing countries.

* Real commodity prices in the 1990s
were 45% lower than those in the 1980s—
and 10% lower than the lowest level during
the Great Depression, reached in 1932,

* The terms of trade for the least devel-
oped countries have declined a cumulative
50% over the past 25 years.

*  Average tariffs on industrial country
imports from the least developed countries
are 30% higher than the global average.

* Developing countries lose about $60
billion a year from agricultural subsidies
and barriers to textile exports in industrial
nations.

The bottom line for poverty and
incomes: The share of the poorest 20% of
the world’s people in global income now
stands at a miserable 1.1%, down from
1.4% in 1991 and 2.3% in 1960. It contin-
ues to shrink. And the ratio of the income
of the top 20% to that of the poorest 20%
rose from 30 to 1 in 1960, to 61 to 1 in
1991—and to a startling new high of 78 to
1in 1994,

To open opportunities, not close
them—to create employment and avoid a
“rush to the bottom”™—requires better man-
agement of globalization, nationally and
internationally. Better policies, fairer rules
and fairer terms for poor and weak coun-
tries to enter markets, especially those for
agricultural exports, are all part of this,

All countries and all major interna-
tional economic and financial agencies
need to engage more seriously in efforts to
formulate better policies towards global-
ization, not just stand cheering on the side-
lines. Poor countries, increasingly
marginalized from the world economy,
need special support to help them reap the
benefits of integration.

The great unanswered question is
whether the winds of globalization will be
viewed as a great opportunity or a great

Countries must
invest liberally
in buman
development so
that they are
ready to face the
challenge of
globalization
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threat, as a fresh breeze or a violent hurri-
cane, by some of the poorer nations.

The answer lies in our policy actions. At
the national level, countries must invest
liberally in human development so that
they are ready to face the challenge of glob-
alization and compete in open markets,
Indeed, poor countries can leapfrog sev-
eral decades of development if they com-
bine their low wages with basic education,
technical skills and export-led growth, tak-
ing advantage of the rapidly opening global
markets. This is the policy message of the
East Asian tigers.

At the same time, poor countries need
much stronger support from the interna-
tional community—through concessional
assistance, debt relief, trade preferences,
technical cooperation and national capacity-
building—if they are to make their way in
the fiercely competitive global markets,
What is true for national markets is true for
global markets: an enabling environment
must be created for the poor if they are o
take full advantage of the new opportunities.

5. In all these areas the state must
provide an enabling environment for
broad-based political support and
alliances for pro-poor policies and
markets.

The state cannot relinquish its responsibili-
ties in providing basic education and health
care for all, reforming institutions to
improve access to productive assets, shift-
ing macroeconomic policy towards the goal
of full employment and mobilizing
resources to eradicate poverty and, through
taxation, to control inequality. In every area
of policy the state must advance the inter-
ests of poor people and promote pro-poor
markets.

It is not the resources or the economic
solutions that are lacking—it is the political
momentum to tackle poverty head-on. An
environment must be created in which state
policies, as well as market forces, civil
activism and community mobilization, con-
tribute to the fullest possible extent to the
eradication of poverty.

For this to happen, the following condi-
tions are essential:

*  Poor people must be politically empow-
ered to organize themselves for collective
action and to influence the circumstances
and decisions affecting their lives. For their
interests to be advanced, they must be visi-
ble on the political map.
e Community groups, professional asso-
ciations, trade unions, private companies,
the media, political parties and government
institutions need to join in broad-based
partnerships for poverty eradication. Such
alliances can be built on common interests
and brokered compromises.
* Democratic space needs to be main-
tained by the state to foster peaceful expres-
sion of people’s demands and to resist
pressures from the economically powerful.
A strategy for poverty eradication must
therefore focus not only on what needs to
be done, but on how to ensure that action
is actually taken. Enabling policies for
poverty eradication include such funda-
mental reforms as promoting broader polit-
ical participation, ensuring accountability
and transparency of government, prevent-
ing the criminalization of politics, promot-
ing free flows of information and ensuring
a strong role for community groups and
NGOs in policy-making and legislative
decision-making. The legitimacy and
strength of the state depend in part on its
capacity to mobilize and be mobilized in the
fight against poverty.

6. Special international support is
needed for special situations—to reduce
the poorest countries’ debt faster, to
increase their share of aid and to open
agricultural markets for their exports.

Without special support, international
pledges of solidarity, human rights and
worldwide poverty eradication ring hollow.
The least developed countries, most of
them in Sub-Saharan Africa, face the biggest
challenges in eradicating poverty in the next
two or three decades. These are the countries
in greatest economic difficulty—and most
often in conflict. And these are the countries
in which human poverty is growing fastest.
Yet Sub-Saharan Africa has many exam-
ples of success—and with sustained sup-
port the progress could be accelerated.
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Five vital lines of action:

Conflict prevention and resolution, peace-
building and reconstruction. Abroader, more
sustained approach is needed, directed to
the whole continuum of peace-building,
prevention of further conflict and recon-
struction in ways that help build new
momentum in which all groups in a country
have a stake.

Reducing poverty and inequality would
help avert many conflicts. And a pro-poor
development strategy needs to be at the
core ol postconflict  reconstruction.
Restoring  health services and moving
towards education for all can help restore
normaley and serve as a focus for peace
building. The construction of housing and
public buildings can provide employment.
But controls on arms sales are needed,
along with greater transparency in arms
trade.

Debt relief for buman development and
poverty eradication. Debt is a millstone
around the necks of Sub-Saharan and other
least developed countries. The debt of the
41 highly indebted poor countries now
totals $215 billion, up from $183 billion in
1990 and $55 billion in 1980. Though the
recent multilateral initiative to provide debt
relief to these countries is welcome, the
relief will be selective—and often take
three to six years to have effect.

Desperately needed: more action, not

more proposals. The benefits of debt relief

could be channelled to support education,
health care, credit and pro-poor rural
development.

More aid, better directed. Despite rapidly
growing poverty in most of the poorest and
least developed countries, aid has been
declining. A new impetus is needed, in the
form of strong support for poverty reduc-
tion. That support needs to be translated
into three actions:

* More aid for the Sub-Saharan and other
least developed countries.

*  Ashift in the use of aid away from expa-
triate technical assistance personnel and
towards long-term support for national
capacity.

* A greater concentration of aid on coun-
tries demonstrating serious commitment to
poverty reduction and human development.

OVERVIEW

Special support is also needed for slow-
ing the spread of HIV/AIDS. Thailand and
Uganda have had some success in this. But
there has been little progress in most other
developing countries, partly because the dis-
ease has vet 1o be acknowledged as not just
a medical problem but also a development
problem. Tackling it means dealing with
ingrained cultural values and prejudices—
particularly those relating to gender—and
adopting a multisectoral approach targeted
at communities in need.

The opening of global markets, especially
for Africa’s agricultural exports. Blunting
Africa’s opportunities for rapid advance is
its lack of access to agricultural markets in
the industrial countries. Fairer access for
Africa’s exports, especially its agricultural
products, is thus a test of the international
commitment to poverty reduction in the
region.

Strengthening the United Nations' role
and leadership. Rather than downsizing their
vision for the United Nations, all govern-
ments need to expand their view of its role.

A grand alliance to eradicate poverty
should be a powerful integrating force for all
the development efforts of the UN sys-
tem—a focus for advocacy, action and sup-
port. Already poverty reduction is the
overriding priority for UNDP and among
the central priorities for several of the main
UN organizations. A system-wide action
plan has been prepared, focused on coordi-
nated followup to all the global conferences
of the 1990s, with poverty reduction central.

All this could be taken much further,
especially at the country level. Despite com-
mitments at global conferences, no more
than 30 countries have set clear goals for
poverty eradication, and fewer still have
serious strategies to achieve the goals.

But more than 100 countries have pre-
pared plans of action to reduce different
aspects of poverty, such as by expanding
education, improving food security and
ensuring reproductive health, These could
be brought together in more com-
prehensive programmes, The UN system
could help in this. It could also support
efforts to incorporate poverty into main-
stream economic policy, development pro-
grammes, data collection and monitoring.

The time bas come

to create a world
that is more
bumane, more
stable, more just
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Recently, the members of the OECD
Development  Assistance  Committee
declared their support for halving income
poverty by 2015 and for achieving educa-
tion and health for all. Poverty eradication
could become a focus of international
support for many countries, bringing
together all concerned UN organizations
under the leadership of the government.
The Special Initiative for Africa, for
example, could be the focus for such col-
lective support. All such efforts must
be participatory, involving the poor
themselves.
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Eradicating absolute poverty in the first
decades of the 21st century is feasible,
affordable and a moral imperative.

Eradicating poverty everywhere is more
than a moral imperative and a commitment
to human solidarity. It is a practical possi-
bility. The time has come to eradicate the
worst aspects of human poverty within a
decade or two—to create a world that is
more humane, more stable, more just.

At the World Summit for Social
Development in  Copenhagen, govern-
ments committed themselves to eradicating
poverty. As follow-up action, they agreed to
set national goals and prepare strategies
geared to reducing overall poverty substan-
tially, reducing inequalities, and eradicating
extreme poverty in the shortest time

possible—by target dates to be set by each
country,

These commitments, and the success
many countries have had in reducing
poverty rapidly, make inaction immoral.
But accelerated action will be spurred only
if all countries develop a new vision of the
possibility of poverty eradication and a
stronger sense of how they will gain from
it—through greater security, greater stabil-
ity and greater prosperity.

The costs of eradicating poverty are less
than people imagine—about 1% of global
income and no more than 2-3% of national
income in all but the poorest countries.
Further cuts in military spending, with the
savings channelled to poverty reduction
and pro-poor growth, would go far towards
providing the resources required. The chal-
lenge of mobilizing resources is thus mostly
a challenge of restructuring priorities—and
of steadily mainstreaming these priorities
into a new programme of pro-poor growth,
Combining growth with a small but steady
redistribution towards poverty eradication
could ensure all the resources required
within this generation.

To restate: The unprecedented progress
in reducing poverty in the 20th century sets
the stage for eradicating absolute poverty in
the early 21st century—a moral imperative,
an attainable goal. No longer inevitable,
poverty should be relegated to history—
along with slavery, colonialism and nuclear
warfare.
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GLOSSARY OF POVERTY AND HUMAN DEVELOPMENT

Absolute and relative poverty

Absolute poverty refers to some absolute standard of minimum
requirement, while relative poverty refers to falling behind most
others in the community. With respect to income, a person is
absolutely poor if her income is less than the defined income
poverty line, while she is relatively poor if she belongs to a bottom
income group (such as the poorest 10%).

Functionings and capability

The functionings of a person refer to the valuable things the per-
son can do or be (such as being well nourished, living long and
taking part in the life of a community). The capability of a person
stands for the different combinations of functionings the person
can achieve, it reflects the freedom to achieve functionings.

Ultra-poverty

Ultra-poverty is said to occur when a household cannot meet 80%
of the FAO-WHO minimum calorie requirements, even when using
80% of its income to buy food.

Incidence of poverty

The incidence of poverty, expressed as a headcount ratio, is sim-
ply an estimate of the percentage of people below the poverty line.
It does not indicate anything about the depth or severity of poverty
and thus does not capture any warsening of the conditions of
those already in poverty.

Depth of poverty

The depth of poverty can be measured as the average distance
below the poverty line, expressed as a proportion of that line. This
average is formed over the entire population, poor and non-poor.
Because this measure—also called the poverty gap—shows the
average distance of the poar from the poverty line, it is able to cap-
ture a worsening of their conditions.

Severity of poverty

The severity of poverty can be measured as a weighted average of
the squared distance below the poverty line, expressed as a pro-
portion of that line. The weights are given by each individual gap.
Again, the average is formed over the entire population. Since the
weights increase with poverty, this measure is sensitive to inequal-
ity among the poor.

Transient and chronic poverty
Transient poverty refers to short-term, temporary or seasonal
poverty, and chronic paverty to long-term or structural poverty.

Vulnerability

Vulnerability has two faces: external exposure to shocks, stress and
risk; and internal defencelessness, a lack of means to cope with-
out suffering damaging loss.

Poverty lines

*  POVERTY LINES FOR INTERNATIONAL COMPARISON. A poverty line set at
$1 (1985 PPP$) a day per person is used by the World Bank for inter-
national comparison. This poverty line is based on consumption
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A poverty line of $2 (PPP$) a day is suggested for Latin America

and the Caribbean. For Eastern Europe and the CIS countries, a
poverty line of $4 (1990 PPP$) has been used. For comparison
among industrial countries, a poverty line corresponding to the US
poverty line of $14.40 (1985 PPP$) a day per person has been
used.
* NanionaL poverty LiNes. Developing countries that have set
national poverty lines have generally used the food poverty
method. These lines indicate the insufficiency of economic
resources to meet basic minimum needs in food. There are three
approaches to measuring food poverty.

Cost-of-basic-needs method. This approach sets the poverty
line at the cost of a basic diet for the main age, gender and activ-
ity groups, plus a few essential non-food items. A survey then
establishes the proportion of people living in households with
consumption (or sometimes income) below this line. The basic
diet may consist of the least expensive foods needed to meet basic
nutritional requirements, the typical adult diet in the lowest con-
sumption quintile or the investigator's notion of a minimal but
decent diet. The choice of both the food and the non-food com-
ponents included is necessarily arbitrary.

Food energy method. This method focuses on the consumption
expenditure at which a person’s typical food energy intake is just
sufficient to meet a predetermined food energy requirement,
Dietary energy intake, as the dependent variable, is regressed
against household consumption per adult equivalent. The
paverty line is then set at the level of total consumption per per-
son at which the statistical expectation of dietary energy intake
exactly meets average dietary energy requirements. The problem
with this method is the caviar caveat: groups that choose a costly
bundle of foods are rewarded with a higher poverty line than
that for more frugal eaters.

Food share method. This method derives the cost of a con-
sumption plan to acquire just sufficient nutrients. If the cost of
basic nutrients is a third of total consumption, the poverty line is
fixed at three times that cost.

All three approaches are sensitive to the price level used to
determine the cost of the bundle. And all three concentrate mainly
on calories or dietary energy, because protein deficiency due to
inadequate economic resources is perceived to be rare in most
societies.

In industrial countries too national poverty lines are used to
measure relative poverty, The European Commission has sug-
gested a poverty line for these countries of half the median
adjusted disposable personal income.

The concept of human development

The process of widening people’s choices and the level of well-
being they achieve are at the core of the notion of human devel-
opment. Such choices are neither finite nor static. But regardless of
the level of development, the three essential choices for peaple are
to lead a long and healthy life, to acquire knowledge and to have
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access to the resources needed for a decent standard of living.
Human development does not end there, however. Other choices,
highly valued by many people, range from political, economic and
social freedom to opportunities for being creative and productive
and enjoying self-respect and guaranteed human rights.

Income clearly is only one option that people would like to
have, though an important one. But it is not the sum total of their
lives. Income is also a means, with human development the end.

Human development index

The human development index measures the average achievements
in a country in three basic dimensions of human development—
longevity, knowledge and a decent standard of living. A compos-
ite index, the HDI thus contains three variables: life expectancy,
educational attainment (adult literacy and combined primary, sec-
ondary and tertiary enrolment) and real GDP per capita (in PPP$).

Human poverty index
The human poverty index measures deprivation in basic human
development in the same dimensions as the HDI. The variables

used are the percentage of people expected to die before age 40,
the percentage of adults who are illiterate, and overall economic
provisioning in terms of the percentage of people without access
to health services and safe water and the percentage of under-
weight children under five.

Gender-related development index

The gender-related development index measures achievements in
the same dimensions and variables as the HDI does, but takes
account of inequality in achieverment between women and men.
The greater the gender disparity in basic human development, the
lower a country’s GDI compared with its HDI, The GDI is simply the
HDI discounted, or adjusted downwards, for gender inequality.

Gender empowerment measure

The gender empowerment measure indicates whether women are
able to actively participate in economic and political life. It focuses on
participation, measuring gender inequality in key areas of economic
and political participation and decision-making. It thus differs from
the GDI, an indicator of gender inequality in basic capabilities.
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CHAPTER 1
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It is in the deprivation of the lives that peo-
ple can lead that poverty manifests itself.
Poverty can involve not only the lack of the
necessities of material well-being, but the
denial of opportunities for living a tolerable
life. Life can be prematurely shortened. It
can be made difficult, painful or hazardous.
It can be deprived of knowledge and com-
munication, And it can be robbed of dignity,
confidence and self-respect—as well as the
respect of others. All are aspects of poverty
that limit and blight the lives of many mil-
lions in the world today.

Defining poverty in the human
development perspective

Since its launch in 1990 the Human
Development Report has defined human
development as the process of enlarging
people's choices. The most critical ones
are to lead a long and healthy life, to be
educated and to enjoy a decent standard
of living, Additional choices include polit-
ical freedom, other guaranteed human
rights and various ingredients of self-
respect—including what Adam Smith
called the ability to mix with others with-
out being “ashamed to appear in public”,
These are among the essential choices, the

absence of which can block many other

opportunities. Human development is
thus a process of widening people’s
choices as well as raising the level of well-
being achieved.

If human development is about enlarg-
ing choices, poverty means that opportuni-
ties and choices most basic to human
development are denied—to lead a long,
healthy, creative life and to enjoy a decent
standard of living, freedom, dignity, self-
respect and the respect of others.

The contrast between human develop-
ment and human poverty reflects two differ-
ent ways of evaluating development. One
way, the “conglomerative perspective”,
focuses on the advances made by all groups
in each community, from the rich to the poor.
This contrasts with an alternative viewpoint,
the “deprivational perspective”, in which
development is judged by the way the poor
and the deprived fare in each community.
Lack of progress in reducing the disadvan-
tages of the deprived cannot be “washed
away” by large advances—no matter how
large—made by the better-off people.

Interest in the process of development
concerns both perspectives. At a very basic
level, the lives and successes of everyone
should count, and it would be a mistake to
make our understanding of the process of
development completely insensitive to the
gains and losses of those who happen to fare
better than others. It would go against the
right of each citizen to be counted, and also
clash with the comprehensive concerns of
universalist ethics. Yet a part—a big part—
of the general interest in the progress of a
nation concentrates specifically on the state
of the disadvantaged.

Successive Human Development Reports
have been concerned with both ways of
looking at progress. This Report explores in
particular the deprivations in  human
development, including a measure of
human development from a deprivational
perspective.

Poverty bas many dimensions

Concerns with identifying people affected
by poverty and the desire to measure it have
at times obscured the fact that poverty is too
complex to be reduced to a single dimension
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Poverty in the human development
perspective: concept and measurement

Poverty means
that opportunities
and choices most
basic to buman
development

are denied



POVERTY

“Poverty is criminal
because it does not
allow people to be
people. It is the cruelest
denial of all of us
human beings.”

—Educator from Colombia

“Poverty means never
having quite enough to
eat.”

—Panhandler from
the United States

of human life. It has become common for
countries to establish an income-based or
consumption-based poverty line. Although
income focuses on an important dimension
of poverty, it gives only a partial picture of
the many ways human lives can be blighted.
Someone can enjoy good health and live
quite long but be illiterate and thus cut off
from learning, from communication and
from interactions with others. Another per-
son may be literate and quite well educated
but prone to premature death because of
epidemiological characteristics or physical
disposition. Yet a third may be excluded
from participating in the important decision-
making processes affecting her life. The
deprivation of none of them can be fully cap-
tured by the level of their income.

Also, people perceive deprivation in
different ways—and each person and com-
munity defines the deprivation and disad-
vantages that affect their lives.

Poverty of lives and opportunities—or
human poverty—is multidimensional in
character and diverse rather than uniform
in content,

How does buman poverty relate to other
approaches?

Over the years the concept of poverty has
been defined in different ways (box 1.1).

BOX 1.1

Three perspectives on poverty

= lncome perspective. A person is poor
if, and only if, her income level is below
the defined poverty line. Many coun-
tries have adopted income poverty lines
to monitor progress in reducing poverty
incidence. Often the cut-off poverty
line is defined in terms of having
enough income for a specified amount
of food.

* Basic needs perspective. Poverty is
deprivation of material requirements for
minimally acceptable fulfilment of
human needs, including food. This con-
cept of deprivation goes well beyond the
lack of private income: it includes the
need for basic health and education and
essential services that have to be pro-
vided by the community to prevent peo-
ple from falling into poverty. It also

recognizes the need for employment and
participation.

«  Capability perspective. Poverty repre-
sents the absence of some basic capabil-
ities to function—a person lacking the
opportunity to achieve some minimally
acceptable levels of these functionings.
The functionings relevant to this analy-
sis can vary from such physical ones as
being well nourished, being adequately
clothed and sheltered and avoiding pre-
ventable morbidity, to more complex
social achievements such as partaking in
the life of the community. The capability
approach reconciles the notions of
absolute and relative poverty, since rela-
tive deprivation in incomes and com-
modities can lead to an absolute
deprivation in minimum capabilities.

16

Poverty in the human development
approach draws on each of these perspec-
tives, but draws particularly on the capabil-
ity perspective. In the capability concept the
poverty of a life lies not merely in the
impoverished state in which the person
actually lives, but also in the lack of real
opportunity—due to social constraints as
well as personal circumstances—to lead
valuable and valued lives.

In the capability concept the focus is on
the functionings that a person can or can-
not achieve, given the opportunities she
has. Functionings refer to the various valu-
able things a person can do or be, such as
living long, being healthy, being well nour-
ished, mixing well with others in the com-
munity and so on.

The capability approach concentrates on
functioning information, supplemented by
considering, where possible, the options a
person had but did not choose to use, For
example, a rich and healthy person who
becomes ill nourished through fasting can be
distinguished from a person who is forced
into malnutrition through a lack of means or
as a result of suffering from a parasitic dis-
ease. In practice such discrimination is diffi-
cult when dealing with aggregate statistics
(as opposed to detailed micro studies of
individuals), and the practical uses of the
capability concept in poverty analysis have
been mainly with simple functioning data.
The Human Development Report too pre-
sents information that is essentially about
living conditions and functionings.

In choosing particular aspects of living
for special investigation in a poverty study,
there is need for public discussion. There is
an inescapable element of judgement in any
such selection. In constructing any index of
poverty (such as the human poverty index
presented in this Report), the selections
and the weights have to be explicitly stated
and clarified so that public scrutiny can
occur. It is very important that the stan-
dards to be used are not determined on a
top-down basis, but are open to—if possi-
ble, emerge from—a participatory, democ-
ratic process. One of the purposes of the
Human Development Report has been pre-
cisely to facilitate such a process, and this
applies to poverty analysis as well.
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The “sustainable livelihood approach”
to the study of poverty has particularly
emphasized the need for local participation.
In this approach each community can
define criteria of well-being and the key ele-
ments of deprivation as they appear in the
local context. This process brings out the
concerns and worries of vulnerable people
that are persistently neglected in national
statistics and in many studies of poverty
(box 1.2).

In the 1970s the concept of social exclu-
sion came into the literature to analyse the
condition of those who are not necessarily
income-poor—though many are that too—
but who are kept out of the mainstream of
society even if not income-poor. The inad-
equacy of traditional definitions of poverty,
based on incomes and consumption, was
widely acknowledged to explain these new
concerns.

Measurement of poverty and the human
poverty index

Can the concept of human poverty be tar-
geted and monitored? Can an overall mea-
sure of poverty be developed that can
inform as well as be used for policy? Can an
internationally comparable measure be
defined?

This Report introduces a human
poverty index (HPI) in an attempt to bring
together in a composite index the different
features of deprivation in the quality of life
to arrive at an aggregate judgement on the
extent of poverty in a community. Human
Development Report 1996 attempted this
through a particular version of the “capa-
bility poverty measure”. The HPI pursues
the same approach, focusing on a broader
and more representative set of variables, in
a consistent relationship to the human
development index (HDI).

Like many other concepts, human
poverty is larger than any particular mea-
sure, including the HPL As a concept,
human poverty includes many aspects that
cannot be measured—or are not being
measured. It is dithcult to reflect them in a
composite measure of human poverty.
Critical dimensions of human poverty
excluded from the HPI for these reasons

are lack of political freedom, inability to
participate in decision-making, lack of per-
sonal security, inability to participate in the
life of a community and threats to sustain-
ability and intergenerational equity.

Poverty depends on the context

The nature of the main deprivations varies
with the social and economic conditions of
the community in question. The choice of
indicators in the HPI cannot but be sensi-
tive to the social context of a country. For
example, an index that concentrates on illit-
eracy and premature mortality may be able
to discriminate between Pakistan and Sri
Lanka more easily than it can between, say,
France and Germany.

Issues of poverty in the developing
countries involve hunger, illiteracy, epi-
demics and the lack of health services or
safe water—which may not be so central in
the more developed countries, where
hunger is rare, literacy is close to universal,
most epidemics are well controlled, health
services are typically widespread and safe
water is easy to tap. Not surprisingly, stud-
ies of poverty in the more affluent countries
concentrate on such variables as social
exclusion. These can be forceful depriva-
tions and very hard to eliminate in all coun-
tries. But they take on relatively greater
prominence in the affluent ones. There is

Human poverty
includes many
aspects that cannot
be measured—
or are not being

measured

The following criteria, drawn from var-
ious participatory studies, were used by
local people in Asia and Sub-Saharan

Criteria of ill-being

BOX 1.2

bers who can feed their families in a
Crisis.
* Having bad housing.

Africa for defining poverty and ill-being:
* Being disabled (for example, blind,
crippled, mentally impaired, chronically
sick).

* Lacking land, livestock, farm equip-
ment, a grinding mill.

* Being unable to decently bury their
dead.

* Being unable to send their children
to school.

* Having more mouths to feed, fewer
hands to help.

¢ Lacking able-bodied family mem-

Source: Chambers 1997,

» Suffering the effects of destructive
behaviours (for example, alcoholism).

* Being “poor in people”, lucking
social support.

¢ Having to put children in employ-
ment.

* Being single parents.

* Having to accept demeaning or low-
status work.

* Having food security for only a few
months each year.

* Being dependent on common prop-
erty resources.
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POVERTY

“Poverty is hunger,
loneliness, nowhere to
go when the day is
over, deprivation,
discrimination, abuse
and illiteracy.”

—Single mother
from Guyana

“Poverty is the squatter
mother whose hut has
been torn down by
government for
reasons she cannot
understand.”

—Slum dweller
from the Philippines

no real possibility of constructing an index
of human poverty that would be equally rel-
evant in the different types of countries.

Given the pervasiveness of poverty in
poor countries, the HPI developed is aimed
at that context and the variables chosen
reflect that (box 1.3). The nature of poverty
in rich countries deserves a specialized
studyv—and a more specialized index—
focusing on those deprivations particularly
relevant for those countries.

The three indicators of the human
poverty index

The HPI presented in this Report concen-
trates on the deprivation in three essential
elements of human life already reflected in
the HDI—longevity, knowledge and
decent a living standard.

The first deprivation relates to sur-
vival—the vulnerability to death at a rela-
tively early age—and is represented in the
HPI by the percentage of people expected
to die before age 40.

The second dimension relates to knowl-
edge—being excluded from the world of
reading and communication—and is mea-
sured by the percentage of adults who are
illiterate.

The third aspect relates to a decent stan-
dard of living, in particular, overall eco-
nomic provisioning. This is represented by
a composite of three variables—the per-
centage of people with access 1o health ser-
vices and to safe water, and the percentage
of malnourished children under five.

A few observations must be made about
this last variable and about why income
does not figure in the HPL The logic under-
lying the construction of the economic pro-
visioning variable is that the GNP included
in the HDI is actually an amalgam of pri-
vate and public facilities, since public ser-
vices are paid out of aggregate national

income.

Private income could not be an ade-
quate indicator of an individual's economic
facilities, which also include crucial public
services (such as health care arrangements
and a sate water supplv). But why is private
income not chosen to supplement the infor-
mation on public facilities?

One of the problems in assessing the
prevalence of income poverty is that the use
of the same poverty line in different coun-
tries can be very misleading because of the
variation in “necessary”  commodities.
Depending on the prevailing patterns of
consumption—clothing, accommodation
and such tools of communication and inter-
action as radios and telephones—many
provisions are taken to be essential for
social participation in one community with-
out being treated as such in another. As a
result, the minimum income needed 1o
escape social estrangement can be quite dif-
ferent between communities,

Given the social pressure, these felt
“needs” may compete—for relatively poor
people in rich countries—even with the
provision of resources for food, nutrition

and health care, This can explain the preva-
lence of some hunger and malnutrition,
especially among children, even in the
United States, where incomes are high but
inequalities generate a heavy burden of
“necessity” in the direction of socially oblig-
ated consumption, often to the detriment
of health and nutritional spending. So, the
assessment of poverty on the basis of a low
minimum cut-off income used for poor
countries fails to show any poverty in gen-
erally affluent societies, even when the rel-
ativelv poor in those societies may lack
social participation and may even suffer
from hunger and malnutrition,

An alternative is to use different poverty
lines in different countries. But it is not easy
to decide what the appropriate variations
would be and how the respective poverty
lines could be estimated. The official
national lines cannot serve this purpose,
since they reflect other influences, espe-
cially political ones, and cannot be used for
international comparisons. The general
need tor a variable cut-off line of poverty is
easier 1o appreciate than it is to find ade-
guate values for variable poverty lines in
different communities.

A more practical possibility is to be less
ambitious and focus on material depriva
pon in hunger and malnutrition, not on
income. A very high proportion of personal
income goes to food and nourishment,
especially for poor people in poor countries.
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For this we can use information on food
intake, which relates to personal incomes.
Alternatively, there are estimates of malnu-
trition, but these are influenced by a num-
ber of variables, such as metabolic rate,
climatic conditions, activity patterns and
epidemiology. Since our concern is with the
lives that people can lead, there is a case for
going straight to the prevalence of malnu-
trition, and this is what is done in the HPI,
concentrating specifically on the malnutri-
tion of children, which is relatively easier to
measure and for which usable data are more
uniformly available.

For public provisions, access to health
ﬁt.'r\‘i\'l.‘h aﬂd to Sﬂfc water were ChUSCn.
Combining these two access variables with
the prevalence of malnutrition gives a fairly
broad picture of economic provisioning—
private and public—to supplement the
information on survival and literacy.

These are the basic informational ingre-
dients of the HPL It must be emphasized
that there is some inescapable arbitrariness
in any such choice. The choice was made on
the basis of balancing considerations of rel-
evance on the one hand, and the availability
and quality of data on the other. There are
inevitable compromises made, and it would
be idle to pretend that even the variables
that have been included have high-quality
data for every country. There has been an
attempt, in these selections, to strike a bal-
ance between the demands of relevance and
the need for tolerably usable data, and these
choices would certainly remain open to crit-
icism and public scrutiny.

Werghting and aggregation

The procedures for constructing the HPI,
including weighting and aggregation, are
presented in detail in technical note 1.
The process of aggregation can be sen-
sitive to the overlaps in the three dimen-
sions of the HPIL For example, consider a
case in which in each of the three categories
of deprivation, 30% of people fail to meet
the minimum requirement. This can be so
because the same 30% fail in all three fields.
But it can also be that a different 30% fail

first extreme case only 30% are affected by
poverty, but they are deprived on all three
fronts. In contrast, in the second extreme
case as many as 90% of the population are
deprived altogether, but each group has
inadequacy in merely one field. Even
though information on overlaps (or covari-
ance) is not easy to obtain (since data
regarding the different variables come from
different sources), these distinctions can be
important in describing poverty. They can
also be crucial for causal analysis, since
deprivation of one kind often feeds others.

However, when it comes to constructing
an index, it is not easy to decide whether
30% of people with inadequacies of all three

BOX 1.3

The HPI—useful for policy-makers?

The human poverty index can be used
in at least three ways.

1. Asa tool for advocacy. If poverty isto
be eradicated, public opinion and sup-
port needs to be mobilized to the cause.
The HPI can help summarize the extent
of poverty along several dimensions, the
distance to go, the progress made.
Income poverty also needs to be mea-
sured—Dbut income alone is too narrow
d measure.

2. Asa planning tool for identifying areas
of concentrated poverty within a country.
The HDI has been used in many coun-
tries to rank districts or counties as a
guide to identifying those most severely
disadvantaged in terms of human devel-
opment. Several countries, such as the
Philippines, have used such analyses as
a planning tool. The HPI can be used in
a similar way, to identify those most seri-
ously affected by human poverty.
Though ranking by any one index alone
would be possible—say, by illiteracy
rate, lack of access to health services or
the percentage in income poverty—the
HPI makes possible a ranking in rela-
tion to a combination of basic depriva-
tions, not one alone,

3. Asaresearch tool. The HDI has been
used especially when a researcher wants
a composite measure of development.
For such uses, other indicators have
sometimes been added to the HDI, The
HPI could be similarly used and
enriched—especially if other measures
of poverty and human deprivation were

Although greeted with controversy
when first launched in 1990, the HDI
has found an increasing following as a
simple measure of human development.
The HDI provides an alternative to
GNBE for assessing a country’s standing
in basic human development or its
progress in human development over
time. It does not displace economic
measures but can serve as a simple com-
posite complement to other measures
like GNP

The HPI can similarly serve as a use-
ful complement to income measures of
poverty. It will serve as a strong
reminder that eradicating poverty will
always require more than increasing the
incomes of the poorest.

Further work is merited to explore
how the HPI and the HDI could be
enriched and made more robust in situ-
ations where a wider range of data on
different aspects of poverty and human
development are available.

What the HPI does not show. The
HPI provides a measure of the inci-
dence of human poverty in a country
(or among some other group), say
25%. This means that judged by the
HPI, an “average” of some 25% of the
country's population is affected by the
various forms of human poverty or
deficiency included in the measure.
But unlike with a headcount measure,
it is not possible to associate the inci-
dence of human poverty with a spe-
cific group of people or number of
people.

in each category. Or we may have some added, such as unemployment.
combination of the two extremes. In the
POVERTY IN THE HUMAN DEVELOPMENT PERSPECTIVE: CONCEPT AND MEASUREMENT




POVERTY

“Wealth is the blanket
we wear. Poverty is to
have that blanket taken
away.”

—NGO member
from Botswana

“Poverty is the
impossibility of living in
your own home. It is
life in a refugee camp
and the lack of
opportunity for my
children.”

—Refugee from Azerbaijan
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types represents larger social poverty than
90% of people having one deficiency each. It
is a matter of the importance to be given to
depth vis-a-vis breadth. For the purpose of
the HPI, the two cases have been treated as
equivalent, so that in some sense depth and
breadth have been equally considered.

There is a further issue to be addressed
in deriving an aggregate index, namely that
of substitutability between the three com-
ponents of the HPL. This is done through
an explicit procedure of using an additional
weight (). The procedure is fully described
and examined in technical note 1. When o
is taken to be 1, perfect substitutability is
presumed, and the aggregate is obtained by
simply averaging the three deprivations.
The opposite case of no substitutability cor-
responds to o being taken to be infinity. In
that case the largest of the percentage short-
falls rules the roost. For example, if 30% fail
in field one, 50% in field two and 45% in
field three, then the overall extent of
poverty, in this case, is simply 50%.

Perfect substitutability is too extreme an
assumption, and goes against the sensible
requirement that as the deprivation in some
field becomes relatively more acute, the
weight placed on removing deprivation in
that field should increase. Nor is the other
extreme, zero substitutability, very easy to
support, since it implies that any increase in
deprivation in any category other than the
one with the highest rate of deprivation
must leave the aggregate poverty measure
completely unchanged. Both extremes are
avoided by choosing an intermediate value
of .

The human developnient index and the
buman poverty index

While human development focuses on
progress in a community as a whole, human
poverty focuses on the situation and
progress of the most deprived people in the
community.

The distinction between the two is anal-
ogous to the distinction between GNP and
the income-based poverty index. In the
income-based perspective, poverty incidence
is needed to monitor progress in eliminating
poverty. In the same way, the HPL is needed

to judge the extent of human poverty in a
country and to monitor its progress.

The growth rate of GNP per person
gives an account of progress seen in the
conglomerative  perspective—everyone's
income counts in the GNP total. In contrast,
the reduction of an income-based poverty
index—such as the decline in the proportion
of people below the poverty-line income
uses the deprivational perspective, concen-
trating only on the incomes of the poor. In
this income-based perspective, it would
make little sense to argue that since GNP is
already based on income information, any
income-based poverty measure must be a
substitute for GNP, Nor would it be sensible
to suggest that the availability of GNP as an
indicator makes it redundant to seck a mea-
sure of income poverty. GNP and the
income poverty measures use the income
information in different perspectives—with
GNP taking a conglomerative view and the
income poverty measures focusing specifi-
cally on people poor in income.

Perspective Income Human life
Conglomerative GNP per capita HDI
Deprivational Headcount index  HPI

The relationship between the HDI and
the HPI has to be seen in a similar way. Both
have to use the rich categories of informa-
tion associated with human development—
characteristics of human lives and quality of
living that go far beyond what income infor-
mation can provide. But while the HDI
uses these characteristics in the conglomer-
ative perspective, the HPI must use them in
the deprivational perspective. The avail-
ability of GNP measures does not obviate
the need for an income-based poverty indi-
cator, nor does the HDI measure eliminate

the need for an HPI,

Values and rankings of the buman
poverty index

Estimates of the HPI have been prepared
for 78 developing countries having ade-
quate data (table 1.1). The procedure for
computing the index and the full results are
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presented in technical note 2. The HPI
value indicates the proportion of the popu-
lation affected by the three key deprivations
in their lives—showing how widespread
human poverty is.

At the top of the rankings are Trinidad
and Tobago, Cuba, Chile, Singapore, Costa
Rica—these countries have reduced human
poverty to an HPI value of less than 10%. In
other words, these countries have reduced
human poverty to the point at which it
affects less than 10% of the population.

At the bottom are the seven countries
whose HPI exceeds 50%—Niger, Sierra
Leone, Burkina Faso, Ethiopia, Mali,
Cambodia and Mozambique. And in
almost half the 78 countries covered, the
HPI exceeds 34%, implying that about a
third of their people suffer human poverty.

How does the HPI compare with
income-based measures of poverty?

* Some countries have done better in
reducing income poverty than human
poverty. In Cote d’Ivoire and Egypt less than

TABLE 1.1
HPI ranking for developing countries
Human HPI Human HPI
poverty rank poverty rank
index HPl rank  minus index HPl rank  minus
{(HPI) minus  $1-a-day (HPI) minus  $1-a-day
value HPI HDI poverly value HPI HDI poverty
Country (%) rank rank rank Country (%) rank rank rank
Trinidad and Tobago 4.1 1 -4 .. Cameroon 314 41 -4
Cuba 5.1 2 -18 - Papua New Guinea 32.0 42 2
Chile 54 3 1 -13 Ghana 326 43 = | -
Singapore 6.6 4 3 = Egypt 348 44 14 15
Costa Rica 6.6 5 2 -15 Zambia 35.1 45 -8 -14
Colombia 10.7 6 -3 -6 Guatemala 255 46 12 -9
Mexico 10.9 7 -1 -9 India 36.7 47 -2 =
Jordan 10.9 8 -11 1 Rwanda 37.9 48 -29 -2
Panama 11.2 9 2 =13 Togo 393 49 =] "
Uruguay %7 10 6 ” Tanzania, U. Rep. of 39.7 50 -8 14
Thailand T 1 1 6 Lao People’s Dem.Rep. 40.1 51 4
Jamaica 12.1 12 -6 1 Zaire 41.2 52 0 -
Mauritius 1225 ] 2 Uganda 41.3 53 -13 =3
United Arab Emirates 14.9 14 8 i Nigeria 41.6 54 3 9
Ecuador 15:2 15 1 -15 Morocco 41.7 55 19 30
Mongolia 15:7 16 -12 W Central African Rep. 41.7 56 -4
Zimbabwe 17.3 17 -24 -18 Sudan 42.2 57 -8 &
China 17.5 18 -11 -12 Guinea-Bissau 43.6 58 =11 -8
Philippines 17.7 19 =7 -9 Namibia 451 59 24 a
Dominican Rep. 18.3 20 -1 -5 Malawi 45.8 60 -8
Libyan Arab Jamahiriya ~ 18.8 21 9 . Haiti 46.2 61 -3
Sri Lanka 20.7 22 -1 8 Bhutan 46.3 62 -1 “
Indonesia 20.8 23 -4 3 Cote d'lvoire 46.3 63 8 18
Syrian Arab Rep. 217 24 9 b Pakistan 46.8 64 14 24
Honduras 22.0 25 -8 -15 Mauritania 471 65 6 "
Bolivia 225 26 -6 9 Yemen 47.6 66 9
Iran, Islamic Rep. of 22.6 27 14 - Bangladesh 48.3 67 13 -
Peru 22.8 28 6 -14 Senegal 48.7 68 1 0
Botswana 229 29 4 -8 Burundi 49.0 69 -3 -
Paraguay 23.2 30 6 = Madagascar 49.5 70 9 -1
Tunisia 24.4 31 15 15 Guinea 50.0 71 0 19
Kenya 26.1 32 -14 -13 Mozambique 50.1 72 2 o
Viet Nam 26.2 33 4 = Cambodia 525 23 11
Nicaragua 27.2 34 -5 -7 Mali 54.7 74 0 =
Lesotho 27.5 35 -13 -12 Ethiopia 56.2 75 2 14
El Salvador 28.0 36 5 s Burkina Faso 58.3 76 1
Algeria 28.6 37 20 21 Sierra Leone 59.2 i =1 .
Congo 29.1 38 -4 . Niger 66.0 78 2 3
Irag 30.7 39 1
Myanmar 31.2 40 =3

Note: HDI and §1-a-day poverty ranks have been recalculated for the universe of 78 countnies. A nagative number indicates that the country performs better on the HPI
than on the other measure, a positive the opposite.
Source: Human Development Report Office and World Bank 1996b
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FIGURE 1.1
Human poverty and income poverty do not always move together
Percentage of people below the $1-a-day poverty line (1985 PPP$), 1993
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20% of the people are income-poor, but 35%
or more are affected by human poverty.
These countries could pay more attention to
reducing basic deprivations in choices and
opportunities, especially by extending access
to basic education and health services.

* Other countries have done better in
reducing human poverty than income
poverty—China, Costa Rica, Kenya, Peru,

the Philippines, Zimbabwe. These coun-
tries have invested heavily in reducing
deprivations in basic human capabilities.
Progress in reducing poverty in income
and progress in reducing poverty in human
choices and opportunities do not always
move together. Regression analysis indicates
a weak relationship between the headcount
index of income poverty and HPI (figure
1.1). So, in monitoring progress, the focus
should not be on income poverty alone, but

the HDI—such as

EMEETE on indicators of human poverty as well
< "
Human development progress: how pro-poor has it been? . bt
e P Comparing the HPI with the HDI
Human de\.fieI;)pment has sgmetlmes . i 4 reveals stark contrasts in some countries.
' tit t . "
worked well for poverty reduction ut It has not always done s0 Thesc d]ffcrenccs can alcr{ pol_:c_\,'-makcrs to
HDI HPI HDI HPI the need to make human development bet-
rank i o ) fnk rank ter distributed, more pro-poor (figure 1.2).
uba
The HDI measures the overall progress of a
o ™ country in human development. It can mask
b o unequal distribution of that progress and the
China Guatemala widespread human poverty that remains.
e - Countries such as Namibia, Morocco,
‘Morocco Pakistan, Egypt, Guatemala and Cambodia
30 - T 60 Namibia rank higher in the HDI than in the HPI—
Pakistan signalling the need for greater attention to
40 70 human development for the most deprived.
Cambodia Other countries rank much higher in
50 = the HPI than in
Zimbabwe, Cuba, China, Zambia and Viet
Source: Human Development Report Office
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Nam. In these countries overall progress in
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TABLE 1.2
Trends in HPI for selected
developing countries, 1970-90

HPlvalue  Changein

(%) HPI value
o (%)

Country 1970 1980 1970-90
Thailand 34 12 66
Mexico 30 1 63
Chile 13 5 59
Costa Rica 15 7 56

Trinidad

and Tobago 9 4 54
Sri Lanka 35 21 41
Panama 17 1" 36
Mauritius 19 13 35
Peru 28 23 19

Source: Human Development Report Office.

human development was pro-poor, effec-
tively helping the most deprived lift them-
selves out of human poverty.

The countries at the bottom of the HPI
rankings also rank near the bottom in the
HDI. In these countries the overall
progress in human development has been
too low to raise the majority of their people
from poverty.

Regional and global human poverty

HPI estimates for regions show that:

*  Human poverty affects a quarter of the
developing world’s population, while
income poverty affects a third.

*  Human poverty is most widespread in
Sub-Saharan Africa and in South Asia,
affecting about 40% of the people.

* Progress in reducing human poverty
and income poverty do not always go
together. The contrasts are most stark in
the Arab States, where income poverty was
reduced to 4% by 1993 but human poverty
was still 32%, and in Latin America and the
Caribbean, where human poverty has been
reduced to 15% but income poverty is still
24% (figure 1.3).

Trends in human poverty

The trends in human poverty in developing
countries with available data show that
although all were able to reduce the inci-
dence of human poverty during the past
two decades, the extent and pattern of
reduction differed (table 1.2).

While Mexico and Thailand were able
to reduce the incidence of human poverty
by two-thirds, Peru, starting from a similar
base, reduced it by less than a fifth. A sim-
ilar comparison can be made for Costa Rica
and Panama.

The disaggregated buman poverty index

Estimating separate HPIs for groups or
regions reveals disparities and contrasts
within countries, and pinpoints concentra-
tions of poverty (figure 1.4).

Brazl—Sharp contrasts exist between
the North-East region, with an HPI of
46%, and the South and South-East, with
HPIs of only 17% and 14%. These dispari-
ties have grown over the past two decades,
as the incidence of human poverty declined
by two-thirds in the South, but only a third
in the North-East.

China—Disaggregated  HPIs  for
Chinese provinces show stark contrasts.
Human poverty is far more pervasive in the
remote interior provinces of the western
region (with an HPI of 44%) than in the
coastal region (with an HPI of 18%).

India—Kerala is well ahead, having
reduced human poverty to 15%, a clear
reflection of the state’s policy commitment
to equity and human development. In
Rajasthan and Bihar human poverty is per-
vasive—at more than 50%.

FIGURE 1.3

HPI and income poverty
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Source: Human Development Report Office.

FIGURE 1.4

Disparity in human poverty within countries
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CHAPTER 2

Far from
continuous, the
progress has been
marked by ascents
and descents
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Progress and setbacks

Poverty has degraded human lives for cen-
turies. But one of the great achievements of
the 20th century is its dramatic reduction.
Income poverty has fallen faster in the past
50 years than in the previous 50 decades.
And by the end of the 20th century the
number of people deprived in other aspects
of life will be reduced to some 1-2 billion,
trom 2-3 billion three decades ago.

For the developing world in recent
decades, the gains have been unprece-
dented. It has covered as much distance in
the past 30 years as the industrial world did
in a century. More than three-fourths of the
population now can expect to survive to age
40. Adult illiteracy has been reduced by
nearly half. Infant mortality has been cut by
nearly three-fifths. And even though the
South has an average per capita income that
is a mere 6% of the North's, it now has a life
expectancy and daily calorie supply that are
more than four-fifths—and adult literacy
that is two-thirds—of the North’s.

This progress must be put in perspec-
tive, however.

First, far from continuous, the progress
has been marked by ascents and descents
(box 2.1). Nor has the progress been
equally distributed—with some regions too
often lagging behind others. Thus even in
the 1990s, nearly 32% of people in Sub-
Saharan Africa are not expected to survive
to age 40, compared with 9% in East Asia.
The adult illiteracy rate in South Asia, at
nearly 50%, is four times that in South-East
Asia and the Pacific. And the per capita
GNP of $9,425 in East Asia (excluding
China) is more than 18 times the per capita
GNP of less than $550 in South Asia and
Sub-Saharan Africa.

Second, much human deprivation still
remains in the developing world. Nearly a

third of the people—1.3 billion—live on
less than $1 a day (1985 PPP$). More than
800 million people do not get enough to eat.
And more than half a billion are chronically
malnourished.

The chronicle of suffering goes on.
More than 840 million adults are still illiter-
ate. About 800 million people lack access to
health services, and more than 1.2 billion
access to safe water. At least a quarter of the
human race does not live under relatively
pluralistic and democratic regimes.

And on: There are still more than 40
million refugees and internally displaced
people, and more than half a billion poor
people live in ecologically fragile regions.

And on: Children and women suffer
the most. Nearly 160 million children
under age five are malnourished, and more
than 110 million children are out of school.
At 538 million, women constitute nearly
two-thirds of the adult illiterates in devel-
oping countries. The maternal mortality
rate is nearly 500 women per 100,000 live
births.

Third, there are still North-South gaps
in many areas. The under-five mortality rate
of 95 per 1,000 live births in the South is
five times that in the North, at 18. The
maternal mortality rate of 471 per 100,000
live births in the South is 15 times that in
the North, at 31. And per capita energy con-
sumption in the South is only about an
eighth of that in the North.

Fourth, deprivation is not limited to
developing countries—the industrial coun-
tries also suffer. More than 100 million of
their people still live below the income
poverty line—at 50% of the individual
median adjusted disposable income. More
than 5 million people are homeless, and
more than 37 million are jobless. More than
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a third of adults do not complete upper-
secondary education. More than 130,000
rapes are reported every year, and these are
only a fraction of the total.

Fifth, the uneven progress has given rise
to disparities among regions, not only glob-
ally but also within countries—between
poor and rich, women and men and rural
and urban, and between ethnic groups. In
1994 the ratio of the income of the richest
20% of the world to that of the poorest 20%
was 78 to 1, up from 30 to 1 in 1960.
Because of departures from the natural sex
ratio in a number of countries, nearly 100
million women are “missing” in the devel-
oping world. And in developing countries
72% of urban people, but only 20% of rural
people, have access to sanitation.

Finally, the face of poverty is changing.
Even though most poor people still live in
rural Asia, particularly South Asia, the pro-
file of poverty is rapidly shifting. In the next
century a poor person is less likely to be a
smallholder in rural Asia, more likely to be
an unskilled, low-wage worker in urban
Africa and Latin America.

So, coexisting with the impressive
achievements in reducing human poverty is
a considerable backlog, particularly in
developing countries (figures 2.1 and 2.2
and tables 2.1 and 2.2). Human beings have
advanced on several fronts—but retreated
on several others. The trends in human
poverty thus present a mixed picture of
unprecedented  human  progress and
unspeakable human misery—of hope and
fear.

The analysis of human poverty trends in
this chapter focuses on basic capabilities,
participation, human security and environ-
ment, pointing 10 unevenness in progress
over time and among regions. The chapter
also examines economic well-being and
income. Annex tables show progress by
countries and regions in the different
dimensions of human poverty.

Human poverty—progress
and deprivation

Deprivation in basic capabilities encom-

passes deprivation in years of life, health,
housing, knowledge, participation, per-

PROGRESS AND SETBACKS

sonal security and environment. When
these different kinds of deprivation inter-
act, they severely constrain human
choices. The performance of countries in
improving the basic capabilities of their
people can vary widely. But as Oman’s
experience shows, if a country puts con-
certed effort into overcoming deprivation
in basic capabilities, it can with great

BOX 2.1

Two great ascents from human poverty

There have been two great “ascents”
from human poverty in recent history:
the first in industrial countries during
the late 19th and the early 20th cen-
turies, and the second in developing
countries, Eastern Europe and the for-
mer Soviet Union in the aftermath of
the Second World War. They had simi-
lar elements, but the second had a larger
scale and a [aster timetable.

The first ascent

Early in the industrial revolution
poverty increased as farmers and peas-
ants crowded the slums of industrial
Europe, providing cheap labour for the
“dark satanic mills”. But a later stage of
the industrial revolution offered relief
from grinding poverty, with the emer-
gence of social movements, coopera-
tives and unionism. Some of the most
significant developments occurred dur-
ing 1850-1925, in Great Britain and
elsewhere, with progress in primary
education, public health, sanitation and
housing. In Sweden between 1850 and
1870, the number of primary school stu-
dents more than doubled, from 270,000
to 556,000. And between 1861 and
1891-1900 Sweden's infant mortality
rate declined from 139 to 102 per 1,000
live births.

The period also saw the beginnings
of the modern welfare state. The seeds
can be found in Germany, where
Bismarck, reacting to the increasing
popularity of socialist ideas, announced
an innovative social insurance pro-
gramme for work-related accidents,
sickness and old age in 1881. Before
the First World War Germany, Den-
mark and Great Britain were among
the leaders in social insurance; the
United States didn’t adopt its Social

Security Act until 1935. In the period
following the Second World War the
welfare state emerged. By the 1960s
public and private action had achieved
universal access to education, health
services and pensions, and the frst
stage of the war on poverty was over.

The second ascent

The years following the Second World
War saw the reduction of poverty in
Eastern Europe, the former Soviet
Union and most developing countries.
The 1950s and 1960s were the “golden
era” of postwar development. Newly
freed from colonialism, many develop-
ing countries were ready to take advan-
tage of advances in agriculture and
health that increased food supplies and
reduced mortality. Economic condi-
tions were promising, and most govern-
ments favoured strategies to fight
human poverty.

Many developing countries benefited
from assistance for antipoverty strategies
offered to attract them into one or the
other of the competing blocs of the cold
war. Progress in human poverty was
often accompanied by increasing social
and political progress, such as freedom
from feudalism, bonded labour and
social exclusion on the basis of caste and
creed and expanding rights for women.

Eastern Europe and the former
Soviet Union also made advances during
the 1950s and 1960s. Infant mortality was
reduced by half, from 81 to 41 per 1,000
live births. Life expectancy increased
from 38 to 66 years for men, and from 63
to 74 years for women. And income
poverty was declining. In Hungary
between the early 1950s and 1972, the
proportion of people living below the
poverty line fell from 60% to 14%.

Source: de Vydler 1995, Lipton 1997, Kamerman and Kahn 1996 and Ruminska-Zimny 1997.
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IMPRESSIVE POVERTY REDUCTIONS IN DEVELOPING COUNTRIES

FIGURE 2.1a
Trends in human and income poverty
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FIGURE 2.1b
Fastest and slowest progress
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A SIGNIFICANT BACKLOG AWAITS A RENEWED COMMITMENT

FIGURE 7 2a
The backlog in poverty
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TABLE 2.1

Trends in income poverty in developing countries
(poverty line at $1 a day per person, 1985 PPP$)

People Share of
below the all poor Number of
poverty line people poor
(%) (%) people
Region or (millions)
country group 1987 1993 1987 1993 1993
Arab States 5 4 1 1 iR
East Asia and South-East
Asia and the Pacific 30 26 38 34 446
East Asia and South-East
Asia and the Pacific
(excl. China) 23 14 10 7 a4
Latin America and the
Caribbean® 22 24 7 9 110
South Asia 45 43 39 39 515
Sub-Saharan Africa 38 39 15 17 219
Developing countries 34 32 100 100 1,301

a. Poverty line of $2 a day.
Source: Human Development Report Office

TABLE 2.2
Human poverty in developing countries
(millions)
Maternal People
People  People mortality not
lacking  lacking Mal- rate  expected
access to access to nourished  (per  to survive
lliterate  health safe  children 100,000 to age
Region adults  services water  under 5 live births)  40°
or country group 1995 1990-95 1990-96 1990-96 1990 1990s
All developing countries 842 766" 1,213 158" 471 507
Least developed countries 143 241 218 34 1,030 123
Arab States 59 29 54 5 380 26
East Asia 167 144 398 17 95 81
Latin America
and the Caribbean 42 55 109 5 190 36
South Asia 407 264 230 82 554 184
South-East Asia
and the Pacific 38 69 162 20 447 52
Sub-Saharan Africa 122 205 249 28 971 124

a. Among population aged 0-39. b, Excludes Cyprus and Turkey
Source: Human Development Report Office
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FIGURE 2.2b
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FIGURE 2.3
Trends in infant mortality
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rapidity make a big difference in the lives
of its people (box 2.2).

Years of life

One major indicator of human poverty is a
short life. Dying before age 40 represents a
severe deprivation. In developing countries
nearly a fifth of the people are not expected
to survive to this age, four times the propor-
tion in industrial countries. But in East Asia
fewer than 10% of the people are expected
to die before reaching age 40, compared
with nearly 33% in Sub-Saharan Africa.
Deprivation in years of life is also
reflected in child mortality. In 1960-94 the
infant mortality rate in developing countries
was cut by nearly three-fifths—from 150 per
1,000 live births to 64 (figure 2.3), But in
Sub-Saharan Africa the rate is still nearly 100
per 1,000 live births. South Asia’s under-five
mortality rate—at 112 per 1,000 live births—
is nearly three times that in East Asia and
nearly six times that in industrial countries.

BOX 2.2

Oman—an impressive record of accelerated human progress

Beginning in 1970, Oman undertook a
comprehensive programme of human
development, achieving some of the
most rapid advances ever recorded. Life
expectancy has increased by 30 years,
from 40 years in 1970 to 70 years in
1994. Infant mortality was reduced
from more than 200 per 1,000 live
births in 1960 to less than 30 in 1994.

Improvements in education have
been even more impressive. In 1970
there were only three schools—all pri-
mary—providing an education for 900
pupils—all boys. By 1994 there were
454,000 students in 920 schools, and
49% were girls.

Most health problems associated
with poverty and lack of schooling have
been controlled or eradicated. Tra-
choma leading to blindness, once affect-
ing more than half of schoolchildren,
has virtually disappeared. Maternal
deaths declined to 27 per 100,000 live
births in 1994.

Advances in health and education
have been accompanied by rapid
advances in other areas of human devel-

opment. Nearly three-quarters of
houses now have running water and
flushing toilets, and 9 of 10 have electric
light and electricity or gas to cook with.
Pensions are provided for the disabled,
the elderly, widowed or divorced women
and orphans. Oman has the highest
number of televisions per capita in the
developing world, with 730 per 1,000
people.

Oil revenues, of course, made possi-
ble such rapid progress and such a high
standard of living. But without the com-
mitment to human development, Oman
might have been wealthy but unhealthy.

Oman has been a global pace-setter
in human development. But there is
still scope to enhance human develop-
ment by translating income growth
into the lives of the people. The female
literacy rate is two-thirds the male rate,
and the fertility rate, at 6.9, is one of
the highest in the world. Oman has
established an ambitious strategy to
take its people to the year 2020 and
ensure a better quality of life for all of
them,

Sowrce: Hill and Chen 1996 and Oman Ministry of Development and UNICEF 1995.
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Maternal mortality—a major contribu-
tor to high mortality in developing coun-
tries—reflects serious neglect of women in
society but can be easily avoided with little
additional investment in maternal health
care. The maternal mortality rate in the
developing world is 471 per 100,000 live
births, more than 15 times the rate in indus-
trial countries (figure 2.4). Sub-Saharan
Africa’s maternal mortality rate of 971 per
100,000 live births is more than 10 times
that in East Asia.

Progress in deprivation in years of life is
reflected in longer life expectancy. In devel-
oping countries life expectancy at birth
increased by 16 years during 1960-94, from
46 years to 62 (figure 2.5). Latin America’s
life expectancy, at 69, is only five years shorter
than that in industrial countries, while Sub-
Saharan Africa’s of 50 years is 12 years lower
than the developing country average.

Health

Around 17 million people in developing
countries die each year from such curable
infectious and parasitic diseases as diar-
rhoea, measles, malaria and tuberculosis.
Of the world’s 23 million people living with
HIV/AIDS, more than 90% are in develop-
ing countries. Sub-Saharan Africa has
nearly two-thirds of all those infected,
almost 14 million people. South Asia and
South-East Asia and the Pacific have nearly
5.2 million, with numbers growing more
rapidly than in any other region.

Deprivation in health starts with lack of
access to health care and other services (fig-
ure 2.6). There have been considerable
improvements in health care in the past
three decades, and about 80% of the peo-
ple in developing countries now have access
to health services—though nearly 50% of
the people in Sub-Saharan Africa do not.
The developing countries have one doctor
for every 6,000 people, the industrial coun-
tries one for every 350. Among developing
regions the ratio ranges from one doctor per
18,000 people in Sub-Saharan Africa to
roughly one per 1,000 people in Latin
America and the Caribbean.

Between 1975-80 and 1990-96 the
share of people in developing countries
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with access to safe water increased by more
than half, from 41% to 69%. In East Asia
94% of the people have access to safe water,
in Sub-Saharan Africa 42%.

Per capita food production in develop-
ing countries has increased by 22% since
1980, held back by a 3% decline in Sub-
Saharan Africa. The share of underweight
children under five in developing countries
declined from 41% to 22% between 1975
and 1990-96. In the Arab States about 15%
of the children under five are underweight,
and in South Asia 50% are—though
Thailand, through well-conceived and well-
implemented policies, has made a big dent
in malnutrition (box 2.3). More than half
the pregnant women in developing coun-
tries suffer from anaemia, though the share
ranges from 25% in East Asia to 78% in
South Asia, where trained health personnel
attend only a third of births.

The health backlog in the developing
world is enormous. Nearly 800 million peo-
ple lack access to health services, 264 mil-
lion in South Asia and 29 million in the
Arab States. And nearly 1.2 billion people
lack access to safe water, nearly 400 million
in East Asia and 54 million in the Arab
States.

Industrial countries have health prob-
lems too. More than 300 people per 1,000
are likely to die from heart disease after 65,
and more than 200 from cancer. Nearly 2
million people are infected with HIV. More
than 40% of adult males smoke, the cause
of many life-threatening diseases, Nor is
there always support for the ill—in the
United States more than 47 million people
have no health insurance.

Health is even worse in Eastern Europe
and the CIS countries, where both the adult
and the infant mortality rates have risen in
a number of countries. In addition, 2 mil-
lion deaths since 1989 can be attributed to
sharp increases in cardiovascular disease
and violence. Malnutrition is also on the
rise. In Ukraine the average daily intake of
calories plummeted from more than 3,500
in 1989 to 2,800 in 1994. Children have
been hit hardest. New cases of diphtheria
among Russian children increased 29-
fold—from 500 in 1989 to 15,000 in 1993.
And most people are uncertain about their

PROGRESS AND SETBRACKS

health care prospects—health facilities are
deteriorating and there is little likelihood of
updating equipment.

Houstng

Housing is fundamental to the formation of
individual capabilities and to family and
community ties. But more than a billion
people in developing countries live without
adequate shelter or in unacceptable hous-
ing. At least 600 million people live in
dwellings that threaten their health and
lives.

Adding to the housing problem is the
insecurity due to the threat of eviction.
Evictions often come with “justifications”:
urban beautification, claims of illegal occu-
pation of state lands, construction of infra-
structure, major international events, and
political, military and ethnic reasons. And
evictions require force—and often result in
violence. Legal loopholes and highly paid
lawyers are more accessible to the rich than
to poor people, unaware of their rights but
conscious that their survival is seriously
threatened.

The most extreme housing deprivation
is to have no home, and worldwide, an esti-
mated 100 million are homeless. Children
are worst affected—in Brazil more than
200,000 children spend their lives on the
streets.

Homelessness is growing in industrial
countries. In New York nearly a quarter of
a million people, more than 3% of the city’s
population, have stayed in a shelter at some
point in the past five years. London has
about 400,000 registered homeless. In
France the estimates range from 200,000 to
600,000, In Moscow 60,000 children are
thought to live on the streets—in Romania,
about 3,000.

Poor housing is often connected with
poor sanitation that exposes people to
infection. About 40% of the people in
developing countries have access to proper
sanitation, but the range runs from 32% in
South Asia to 68% in Latin America and
the Caribbean. The backlog: significant,
with more than 2.5 billion people in devel-
oping countries having no access to proper
sanitation.
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Knowledge

Between 1970 and 1995 the adult illiteracy
rate in developing countries declined by
nearly half—from 57% to 30% (figure 2.7).
The fastest decline has been in the Arab
States, which reduced adult illiteracy from
70% in 1970 to 43% in 1995. South Asia
recorded the slowest decline—{rom 68% to
50% between 1970 and 1995.

There is still a significant backlog. The
developing world has more than 840 million
illiterate adults, 538 million of them
women. The female illiteracy rate is still
nearly 40% in developing countries (figure
2.8). Nearly half the developing world’s
illiterate adults (407 million) are in South

BOX 2.3

How Thailand eradicated serious malnutrition in a decade

During the nine years from 1982 to
1991 Thailand dramatically reduced
severe and moderate malnutrition,
almost eradicating it. In 1982 more than
half of preschool children were mal-
nourished, 15% moderately or severely.
By 1991 malnutrition had been reduced
by two-thirds, with severe and moderate
malnutrition virtually eradicated. More
than 80% of preschoolers were nutri-
tionally normal.

What accounts for the dramatic
success? A programme of accelerated
action that focused on nutrition, with
four critical elements:

* Protein-energy malnutrition  was
identified as the most important nutri-
tional problem, and for the first time the
National Economic and  Social
Development Plan included a separate
national plan for food and nutrition.
The plan set goals to eradicate all severe
protein-energy malnutrition in pre-
school children and to reduce moderate
protein-energy malnutrition by 50% and
mild by 25%.

* Comprehensive nutritional surveil-
lance was instituted through growth
monitoring. All preschool children were
weighed and checked every three
months at community weighing posts.

+ A programme of nutrition education
and communication encouraged breast-
feeding, timely introduction of supple-
mentary foods and proper hygiene and

Source: Winichagoon and others 1992.

spread correct information about food
beliefs and taboos.

* Household and community food
security was strengthened by promoting
home gardening, fruit trees, fish ponds
and prevention of epidemic diseases in
poultry. School lunch programmes were
established in 5,000 schools in poor
areas, and food fortification was intro-
duced to iodize salt.

All this was in the context of a
poverty alleviation plan for some 7.5
million poor people in the north, north-
east and south of Thailand.

What does the dramatic progress in
Thailand show?

* The need to establish broad-ranging,
integrated food and nutrition pro-
grammes as part of poverty reduction
efforts.

* The need for some form of local
organization in which village-level work-
ers or volunteers encourage and support
the families of children who are lagging.
* The potential for very rapid progress,
especially after periods of economic
growth that may have neglected human
development.

Thus, through a comprehensive
approach, Thailand has been able to vir-
tually eradicate severe and moderate
malnutrition. And today, Thailand ranks
eleventh amohg 78 developing coun-
tries in the human poverty index, with
an HPI of 12%.
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Asia—only 38 million in South-East Asia
and the Pacific.

In developing countries some 110 mil-
lion children are out of school at the pri-
mary level and 275 million at the secondary
level. There are significant regional varia-
tions. At the primary level, nearly half the
children out of school (50 million) are in
South Asia; 10 million are in the Arab
States.

Although industrial countries have near-
universal education and close to 100% liter-
acy, more than 15% of secondary-school-age
children are not enrolled in school (table
2.5). The industrial world’s postsecondary
natural and applied science enrolment—at
30% of total enrolment—is less than the
47% in East Asia. In Bulgaria and Russia
between 1990 and 1995, the combined pri-
maty and secondary enrolment ratios
declined by 4-6%. In six Eastern European
countries more than 20% of secondary-
school-age children are not enrolled in
school (table 2.3).

Developing countries have about 200
radios per 1,000 people, a fifth of the ratio
in industrial countries, and 140 televisions
per 1,000 people, a little more than a fourth
of that in industrial countries. The regional
range: 25 televisions per 1,000 people in
Sub-Saharan Africa, 200 in Latin America
and the Caribbean. The industrial coun-
tries’ 350 main telephone lines per 1,000
people is more than four times the ratio in
developing countries.

Participation

About two-thirds of the world’s people live
under relatively pluralistic, democratic
regimes. Since 1980 nearly 45 general elec-
tions have been held in East Asia, and
nearly 40 parliamentary elections in South
Asia. In Sub-Saharan Africa more than half
the states are now undertaking democratic
reforms and renewing civil society—with
nearly 30 multiparty presidential elections
since 1990 (more than 20 the first in the
country) and legalized opposition parties in
more than 30 countries. In Latin America
and the Caribbean nearly 150 general elec-
tions were held during 1974-94. Several
Arab states have strengthened their multi-
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party systems, and since 1990 there have
been 22 general elections in the region. And
Eastern Europe and the CIS countries have
undergone a significant democratization
since 1990. All these reforms have opened
opportunities for people to take part in the
processes that shape their lives.

People are also taking a bigger part in
civil society. NGOs in developing countries
are increasing in number and taking on big-
ger roles in voicing people’s aspirations and
working as pressure groups.

Trade unions have always been strong
institutions of civil society. But except in
such Scandinavian countries as Denmark,
Finland and Sweden, where union mem-
bership has risen significantly in the past
two decades, union membership has been
falling in industrial countries (the
Netherlands, Portugal, the United States).
In developing countries a smaller part of the
workforce tends to be unionized because
fewer workers are in the formal sector.

Political space has always been monop-
olized by men. Although women are half
the electorate, they hold only 13% of par-
liamentary seats and 7% of national cabinet
posts. Women are better represented in
local government, with their local represen-
tation surpassing their national in 46 coun-
tries studied. India, in a significant move,
reserved a third of its local council seats for
women in 1994, allowing at least 800,000
women to enter the local political pipeline
to national leadership.

Women’s participation in various aspects
of economic and community life has
increased. The female economic activity rate
is now neatly 70% of the male rate in devel-
oping countries, ranging from 86% in East
Asia to 50% in Latin America and the
Caribbean. Women are also increasingly tak-
ing part in appraisals of poverty, which have
been important in understanding the well-
being of poor people. In Guinea, for exam-
ple, although household surveys have not
found that the incidence of income poverty
is higher among women than among men,
participatory poverty appraisals show wide-
spread agreement that women are more vul-
nerable and of lower status.

Often constraining women's social and
political participation is high fertility. But

PROGRESS AND SETBACKS

over the past 25 years fertility in developing
countries has fallen by 40%.

Personal security

One of the less quantifiable aspects of
deprivation, but one felt strongly in most
poor communities, is a lack of personal
security. Crime and violence are on the rise
almost everywhere, and most of the victims
are poor.

In the 1970s and 1980s reported crimes
worldwide increased by 5% a year—2.5
times the growth in population. In the
United States there are 2 million victims of
violent crime every year. In many develop-
ing countries killings of minors have
increased by more than 40% in the 1990s.
In Bulgaria reported crimes more than
quadrupled from an annual average of
50,000 during the 1980s to 223,000 in
1994. And in the Czech Republic and
Hungary crime rates have tripled since
1989.

Internal  conflicts also  frequently
threaten personal security. At the end of
1995 there were nearly 16 million refugees
who had fled to other countries, 26 million
people who were internally displaced and 4
million people who were “refugee-like”™—
more than 80% of them women and chil-
dren, These people have lost their homes,
their livelihoods, their security—and are
constantly vulnerable. Another constant
threat to security—some 110 million land-
mines lie in wait for victims in at least 68
countries.

Among the worst threats of violence are
those against women. It is estimated that a
third of married women in developing
countries are battered by their husbands
during their lifetime. In India the most con-
servative estimate puts dowry deaths at
5,000in 1992. And nearly 130,000 rapes are
reported annually in the industrial coun-
tries, a shocking figure but an understate-
ment of the reality.

Children, who should be most pro-
tected in any society, are subject to many
abuses. In the United States every vear
nearly 3 million children are reported to be
victims of abuse and neglect. About 75 mil-
lion children aged 10-14 labour in devel-

Political space
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Continuing
environmental
deterioration is
a source of
continuing
impoverishment

oping countries—45 million of them in
Asia, 24 million in Africa—often working in
slavery, prostitution and hazardous condi-
tions. Each year an estimated 1 million chil-
dren, mostly girls in Asia, are forced into
prostitution.

Environment

Continued environmental deterioration is a
source of continued impoverishment. Poor
people depend on natural resources for
their livelihoods—especially on common
property resources. And they are more
likely than the better off to live in vulnera-
ble areas. Today nearly half a billion poor
people in developing countries live in eco-
logically fragile regions. Thus poor people
suffer most from deterioration in the
environment—because of the threat to
their livelihoods, but also because of aggra-
vated health risks from pollution.
Environmental threats around the
world stem from degradation of local
ecosystems and of the global system. The

BOX 2.4

Income poverty in Sub-Saharan Africa

Income poverty runs deep in Sub-
Saharan Africa and is a serious threat to
economic and social stability. People in
this region, along with South Asia, are
among the poorest in the world. In 1992
about 45% of Sub-Saharan Africa's pop-
ulation was income-poor according to
national poverty lines. In Gambia and
Zambia nearly two-thirds of the people
were income-poor; in Cameroon,
Guinea-Bissau and Uganda, more than
half; and in Céte d’Ivoire, Kenya and
Nigeria, more than a third. The poverty
gap in Sub-Saharan Africa, at 15%, is
nearly twice that in East Asia and South-
East Asia and the Pacific (excluding
China), at 8%.

The growth of income in Sub-
Saharan Africa has been dismal in
recent decades. Between 1970 and
1992 per capita GDP (PPP$) grew by
only $73, compared with growth of
$420 in South Asia and $900 in East
Asia, regions with incomes comparable
to those of Sub-Saharan Africa in
1970.

Source: Stewart 1993a and World Bank 1996d.

Between 1981 and 1989 the region
saw a cumulative decline of 21% in real
GNP per capita. This decline extended
both to countries undertaking structural
adjustment and to non-adjusting coun-
tries, exacerbating the conditions of the
poor. OF the 35 countries in the region
for which data are available, per capita
GNP fell in 27. The most severe
declines were in Gabon (58%), Nigeria
(nearly 50%), Cote d'lvoire (42%),
Mozambique and Niger (more than
30%), Zaire (more than 25%) and
Congo and Zambia (more than 20%).

Countries with adjustment pro-
grammes were more successful in
improving macroeconomic  balances
towards the end of the 1980s, after mak-
ing greater income sacrifices early in the
decade. Nonetheless, 11 adjusting coun-
tries had falling per capita incomes in
1985-90), as did the region as a whole.

Thus income poverty was high and
increasing in many countries of Sub-
Saharan Africa in the 1980s. And the sit-
uation remains alarming in the 1990s.
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water supply per capita in developing coun-
tries today is only a third of what it was in
1970. More than 55% of the people in the
Arab States suffer from serious water
scarcity—with less than 1,000 cubic metres
of water available per capita each year. In
the developing world some 8-10 million
acres of forest land are lost every year.

In Sub-Saharan Africa 65 million
hectares of productive land have become
desert in the past 50 years. Salinization
damages 25% of the irrigated land in
Central Asia and 20% in Pakistan.

Air pollution is also serious. About 700
million people, mainly women and children
in poor rural areas, inhale indoor smoke
from burning biomass fuel. In the industrial
world air pollution is devastating Europe’s
forests, causing economic losses of $35 bil-
lion a year. And it costs farmers more than
$4 billion a year in Germany, more than $2
billion a year in Poland. Also linked to envi-
ronmental degradation are natural disas-
ters, striking an average of nearly 120
million people each year since 1970.

Solid wastes, if poorly managed, can
contaminate water, soil and air. A city
dweller in industrial countries produces
2-10 times as much garbage as a city
dweller in the developing world. But in
developing countries a third to a half of
urban solid wastes go uncollected, with seri-
ous health implications.

Some environmental degradation—
polluted air, greenhouse gases—migrates
across borders, affecting poorer countries
and people. One possible effect:
Bangladesh produces only 0.3% of global
greenhouse emissions but could see its land
area shrink 17% with a one-metre rise in sea
level from global warming.

Income poverty

Amenable to econometric analysis and sta-
tistical exercises, the measurement of
income poverty has dominated the litera-
ture. Those measuring income poverty have
focused more on its incidence than on its
depth and severity. The incidence of income
poverty is usually measured by a headcount
index, which represents the percentage of
people below the chosen poverty line.
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Often, an international poverty line is
chosen to compare the incidence of poverty
across borders. The World Bank uses a
poverty line of $1 (1985 PPPS$) a day per
person to compare poverty in most of the
developing world. (For an explanation of
the $1-a-day poverty line see the glossary of
poverty and human development.) For
Latin America and the Caribbean a poverty
line of $2 (1985 PPP$) a day per person is
suggested. For countries in Eastern Europe
and the CIS $4 (1990 PPP$) a day per per-
son has been used. The figure suggested for
industrial countries is $14.40 (1985 PPP$),
which corresponds to the income poverty
line in the United States. Some countries
have also constructed national poverty
lines, most based on food poverty (see the
glossary). In industrial countries national
poverty lines are sometimes set at 50% of
the median disposable income of individu-
als. Setting national poverty lines at differ-
ent levels can produce quite varied results,
a constraint that any discussion of income
poverty trends should recognize (see the
last two columns of annex table A2.1).

Developing countries

In developing countries the proportion of
people in income poverty by the $1-a-day
measure declined from 34% to 32% in
1987-93, but the number of income-poor
people increased from 1.2 billion to 1.3 bil-
lion (see table 2.1). The share of poor peo-
ple declined rather slowly in East and South
Asia, and in Sub-Saharan Africa and Latin
America and the Caribbean it even
increased (box 2.4). In 1993 South Asia was
home to two-fifths of the world’s poor peo-
ple (515 million), and East Asia and South-
East Asia and the Pacific to a third (446
million).

For examining historical trends, the only
possibility is to use national income poverty
lines. The “big five” in Asia—with three-
fifths of the developing world’s people and
two-fifths of the income-poor—have made
impressive progress in reducing income
poverty according to national poverty lines
(figure 2.9). (See pages 49-52 for a discus-
sion of poverty trends and strategies in two
of these countries, China and India—the
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world’s two most populous countries and
home to many poor people.)

Other Asian economies have also seen
major reductions in poverty. Big gains were
made in the 1970s and 1980s by Hong
Kong, the Republic of Korea, Singapore
and Taiwan (province of China)—and more
recently by Malaysia, the Philippines,
Thailand and Viet Nam.

In Latin America and the Caribbean
the incidence of poverty according to
national poverty lines fell significantly in
the 1950s, and even faster in the 1960s and
1970s (figure 2.10). But the 1980s were
disastrous—with income poverty in the

FIGURE 2.9
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Income poverty
among children
and the elderly is
staggering
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region reverting to levels higher than those
in the 1970s. Only in the early 1990s did
poverty again begin to decline in a few
Latin American and Caribbean countries
(Chile, Colombia).

For Sub-Saharan Africa the most recent
estimates show that 266 million of its 590
million people are income-poor by national
poverty lines—a much higher proportion
than in any other region except South Asia.
The depth of poverty—that is, how far
incomes fall below the poverty line—is
greater in Sub-Saharan Africa than any-
where else in the world.

In the Arab States in the 1980s the inci-
dence of poverty by national poverty lines
was about 25%, implying that about 66 mil-
lion people were income-poor during that
decade.

Eastern Europe and the CIS countries

During the postwar decades Eastern
Europe and the former Soviet Union
reduced income poverty substantially, as
rapid industrialization opened new choices
and opportunities and education and health
care expanded rapidly.

But this progress stagnated, even
reversed, in the 1970s and 1980s. Based on
national poverty lines, income poverty
increased among Polish urban workers
from 6% to 25% between 1978 and 1987,
and among Yugoslav workers from 9% to
20%. At the same time, social services and
health standards deteriorated.

A much steeper and broader decline
accompanied the move to market
economies in the late 1980s, If $4 (1990
PPP$) a day is taken as the poverty line, the
average incidence of income poverty for the
region increased sevenfold between 1988
and 1994—from 4% to 32% (figure 2.11).
The number of poor people in the region
increased from 14 million to more than 119
million.

In 1993-94, with almost 60 million poor
people, Russia alone accounted for nearly
half the income-poor in Eastern Europe
and the CIS.

Income poverty among the elderly and
children has increased dramatically (table
2.4 and figure 2,11). Among older people it

increased sixfold in Bulgaria in 1989-94,
from 4% to 28%, and among children in
Romania threefold, from 9% to 36%.

Industrial countries

The immediate postwar decades saw a sub-
stantial reduction in income poverty in the
industrial countries. The United States
reduced its incidence from 80% in 1939 to
16% in 1969, and Japan from 10% in 1960
to 7% in the early 1970s. By the early 1970s
income poverty in all the major OECD
countries had fallen to 10-20%.

But by the 1980s and the early 1990s
this progress was in jeopardy. The incidence
of income poverty increased substantially in
the United Kingdom and marginally in
Belgium,  Finland, Germany, the
Netherlands, Norway and the United
States—but fell in Canada, Denmark,
France and Spain and remained stable in
Sweden (figure 2.12).

By the early 1990s more than 100 mil-
lion people in industrial economies were
income-poor, judged by a poverty line of
50% of the median adjusted disposable
income for individuals. But if the criterion
is the US poverty line of $14.40 (1985
PPPS$) a day, the number of income-poor in
industrial countries becomes 80 million.
Whatever the yardstick, poverty is a huge
problem (table 2.6).

Income poverty among the elderly and
children is staggering. In Australia, the
United Kingdom and the United States
more than 20% of the aged are income-
poor. And one in every four children in the
United States is income-poor—one in six in
Australia, Canada and the United
Kingdom. Income poverty is alarmingly
high in one-parent families and families
headed by elderly women.

How do redistributive policies affect
income poverty? In Belgium the govern-
ment's transfer payments help reduce
poverty by 81%, from 28% to 6%. In the
United States the reduction is only 29%—
from 27% to 19%. Transfer payments can
have an even stronger impact on the poverty
of the elderly and children. In Sweden, for
example, transfers reduce poverty among
children by 84%—from 18% to 3%.
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POVERTY IN TRANSITION ECONOMIES

FIGURE 2.11a
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TABLE 2.3

Human poverty in selected countries of Eastern
Europe and the CIS

Secondary-
Population school-age
not expected  children not
to survive enrolled in  Unemployment
to age 40 school rate
(%) (%) (%)
Country 19507 1993-95 1995
Bulgaria 6.2" 40 11.1¢
Croatia 4.5b 34 17.6°
Czech Rep. E F L] 12 29
Georgia 5.6" 29 3.4
Hungary 8.2k 27 10.4
Latvia 8.1° 22 6.6
Lithuania 6.5 20 73
Poland 5.0 17 14.9
Romania i o 27 8.9°

TABLE 2.4

Income poverty among children and the aged,

1989-93
(percentage below the poverty line)

Children Aged
Country 1989 1993 1989 1993
Russian Federation 40* 62° 234 340
Bulgaria 2 434 4¢ 284
Romania 9 36 12 19
Estonia 27° 34¢ 38+ 389
Poland 8 20° 5 = 3
Slovakia 0 9 0 1
Hungary 2 7 1 1
Czech Rep. 0 18 0 18

Note' Poverty line is set at 60% of a low income, which is considered to be

35-45% of the average 1989 wage
3 1992 b 1995.¢ 1990. d 1994
Source. UNICEF 1995a

a. Data refer to 1990 or a year around 1990, b. Calculated by Kenneth Hill
c. Official unemployment rate; reqistered unemplayment only
Source. Kenneth Hill, UNESCO 1997 and UNECE 1996
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POVERTY IN INDUSTRIAL COUNTRIES

FIGURE 2.12a
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TABLE 2.5 TABLE 2.6
Human poverty in selected industrial countries Income poverty in selected industrial countries
Secondary- Population
Population school-age below the
ot expected  children not poverty line
to survive enrolled in  Unemployment Country Year (%)
to age 40 school rate
(%) (%) (%) Ireland 1987 37
Country 1990° 1993-95 1995 Spain 1990 21
Netherlands 1991 14
Australia 35 18 85 UsA 1994 14
Belgium 35 12 9.5 United Kingdom 1991 13
Canada 31 9 9.5 France 1984 12
Finland 3.1 4 171 Belgium 1992 12
France 4.0 10 1.6 Germany 1989 12
Germany 3.0 14 8.2 Australia 1589 8
ireland 29 16 12.9 Denmark 1992 8
Japan 22 4 3.1 Canada 1991 6
Netherlands 25 14 6.5 Sweden 1992 5
New Zealand 4.3 5 6.3 Japan 1992 4
Norway 2.7 8 4.9 Luxembourg 1985 4
Spain 3.0 10 227 Finland 1991 4
Sweden 207 7 9.2 Norway 1991 3
United Kingdom 2.6 16 8.7
USA 4.0 1 55 Nate: Poverty is measured at $14.40 (1985 PPP$) a day per person, which cor-
responds to the US poverty line
a. Data refer 10 1990 or a year around 1990 Source: Smeeding 1996
Source: Hill 1997, UNESCQ 1997 and OECD 1996k
TABLE 2.7 FGURE 2.12¢
Distribution of income poverty Among the aged, income Children in one-parent
poverty incidence is higher for homes are more likely to
Children in i grow up in income poverty
Share of one-parent Percentage living below the
population in income-poor income poverty line, 1989-92
income poverty? households 60 T Ty T e P T T T A ryweryres
(%) (%)
Country 1989-94 1989-92 50
United States 19 59 a0
United Kingdom 15 49
Australia 13 61 30
Japan 12 »
canada 12 58 ....... — g —
Spain 10 37 20 _
Netherlands 7 34 Range
OECD 9 L - } industra
average countries
a. Poverty is measured at 60% of the medan adjusted disposable personal 0 Single Single Childrenin  Children in
ncome for individuals, the standard used by OECD and the European Union WOmen men one-parent  two-parent
Source: Smeeding 1996 BS years+ 65 years+ homes homes

Source: Smeeding 1996
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In recent decades social exclusion in
industrial countries has been linked with
exclusion from the mainstream labour mar-
ket, showing up in long-term unemploy-
ment, youth unemployment and part-time
employment.

Income poverty’s links to deprivation

High income poverty is associated with high
human poverty, and low income poverty
with low human poverty. But the two forms
of poverty can move in different directions.
High income poverty can coexist with low
human poverty (Peru and Zimbabwe), and
low income poverty can coexist with high
human poverty (Cote d'Ivoire and Egypt).
The contrasts between the HPI and the
headcount index of income poverty dis-
cussed in chapter 1 show these relation-
ships. Analysis of different indicators of
human poverty reveals more about the
dynamics of income and human poverty.
The relationship between income
poverty and human poverty can change.
During 1970-90 Malaysia and the Republic
of Korea reduced income poverty and some
aspects of human poverty by more than half
(figure 2.13). Colombia and Costa Rica also
cut human poverty by half, but not income

poverty. So income poverty and human
poverty generally go hand in hand, but not
automatically or always.

Pakistan and Mauritania, for example,
have the same illiteracy rate (around 64%),
but the income poverty rate at $1 a day is
12% in Pakistan and 31% in Mauritania.
Similarly, illiteracy is less than 12% in Peru
and Thailand, but Peru’s income poverty is
49%, Thailand’s 0.1%.

Income poverty’s ties with child malnu-
trition are also weak—no surprise. Child
malnutrition depends not so much on the
income or food available as on the health
care available to children and women.
Income poverty explains only about 10% of
the variation in child malnutrition.

Income poverty has been reduced under
a wide range of political regimes—from
China and Viet Nam on the one hand to
Costa Rica, Jamaica and Sri Lanka on the
other. But the Vietnamese experience shows
that both human and income poverty can be
reduced through a combination of rigorous
analysis of the problem and formulation and
implementation of proper policies (box 2.5).

The lack of continuity and the uneven-
ness of progress in human and income
poverty over time have resulted in not only
a backlog, but also striking disparities.

Income poverty
and human
poverty can move
in different
directions

FIGURE 2.13
Dynamics of income and human poverty

Both income poverty and human
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Hurnan poverty reduced by more than
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The many disparities

And inequalities: between poor and rich,
women and men, rural and urban, developed
and underdeveloped regions and different
ethnic groups. Seldom are these inequalities
isolated—instead, they are interrelated and
overlapping. Inequalities and poverty do not
always move in the same direction. In some
cases they increase or decrease together—in

others they move in opposite directions.

BOX 2.5

Doi Moi—eliminating human and income poverty
in Viet Nam

Viet Nam has approached poverty at
two levels, seeking first to understand
the phenomenon and then to formu-
late strategies to overcome it. The
centre-piece of the government's
socio-economic development strategy
since 1986 has been Doi Moz, the
reform process aimed at transforming
the Vietnamese ecpnomy from a cen-
trally planned system to one that is
market-based and dynamic.

While Viet Nam has reduced
income poverty by an estimated 35%
since launching Dor Moy, the incidence
remains high, ranging from less than
20% according to a national poverty
line to around 50% based on an inter-
nationally comparable income poverty
line. Income poverty is concentrated
among ethnic minorities, who live
mostly in the northern uplands and cen-
tral highlands.

Even with a per capita income of
$200, Viet Nam has made much
progress in reducing human poverty. It
has achieved a life expectancy of 66
years, an adult literacy rate of 93% and
access to health service for 90% of its
population. And between 1990 and
1995 it reduced under-five mortality
from 55 per 1,000 live births to 46. As
measured by the HPI, human poverty in
Viet Nam is now 26%.

Much of the remaining poverty in
Viet Nam appears to be linked to five
broad underlying causes:

* Isolation—geographic,  linguistic
and social.

* Excessive risks—such as typhoons,
floods and illness.

* Lack of access to productive
Source: UNDP and UNICEF 1996.

resources, particularly land and credit.
* Unsustainable financial and environ-
mental conditions.

* Inadequate participation of the peo-
ple in planning and implementing devel-
opment programimes.

A major aim of Doi Mof has been to
create an enabling environment based
on growth, stability and equity to ensure
that poor people can better help them-
selves and that poverty reduction is sus-
tainable. This broad-based strategy has
been quite successful, in part because,
besides creating an enabling environ-
ment for poor people, it has emphasized
a supportive environment for the non-
poor and some social assistance for
those who may not rise on the tide of
development.

In rural areas Viet Nam has taken sig-
nificant steps in land reform. Between
1992 and 1995 the number of borrowers
from the Viet Nam Bank of Agriculture
increased  almost  sevenfold—from
900,000 to 7 million. And construction of
rural infrastructure through local initia-
tives has been initiated to reduce isola-
tion and the risks of poverty.

An important future challenge is to
further develop the enabling environ-
ment of growth, stability and equity
while working to ensure that poor peo-
ple can participate in that environ-
ment—by strengthening the economy,
incentives, institutions, organizations,
families and human resources.

The government aims to eliminate
chronic hunger by 1999, to eradicate
income poverty by 2010 and, ultimately,
to catch up with its more prosperous

neighbours in East Asia.
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Income disparity

In every region the per capita income of the
richest 20% is naturally much higher than
that of the poorest 20%—but by differing
degrees. In the developing world it is 8
times as high, in industrial countries 7 times
as high. And in South Asia it is 5 times as
high, in Latin America and the Caribbean
19 times as high. The biggest range: the per
capita income of the richest 20% in indus-
trial countries ($32,198 in PPP$) is 11
times that in South Asia ($2,833 in PPP$)
(annex table A2.1).

Regional figures may conceal large vari-
ations among countries. In Eastern Europe
and the CIS countries the per capita income
of the highest quintile is 7 times that of the
lowest quintile—in Russia 14 times. In
industrial countries the per capita income
of the highest quintile is 7 times that of the
lowest—in Japan only 4 times. Although no
figure was available for Sub-Saharan Africa
as a whole, income disparity is significant in
some countries of the region. In Lesotho
the per capita income of the richest 20% is
22 times that of the poorest 20%. For South
Africa the hgure is 19 times, and for Kenya
18 times.

At a global level, between 1989 and
1996 the number of billionaires increased
from 157 to 447. Today the net wealth of
the 10 richest billionaires is $133 billion,
more than 1.5 times the total national
income of all the least developed countries.
The wealth of the single richest Mexican in
1995 was $6.6 billion, equal to the com-
bined income of the 17 million poorest
Mexicans. These, of course, are compar-
isons of wealth and income. But a compar-
ison of wealth alone, if possible, would be
even starker, since the wealth of the poor-
est people is generally much less than their
income.

Income disparity is often linked with
disparity in access to social services and pro-
ductive resources and in the pattern of pub-
lic expenditure. In urban Kenya the net
primary enrolment ratio in the 1980s was
45% for the poorest 10% and 72% for the
richest 10%. In rural Bangladesh in 1992
large landowners constituted only 7% of
rural households but received 37% of the
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institutional credit. In Nigeria only 12% of
public health spending in 1992 went to the
poorest 20%, while 33% went to the richest
20%.

Gender disparity

The disparity between women and men in
income poverty and in different dimen-
sions of human poverty can be illustrated
by repeating some of the more striking
facts. In developing countries there are still
60% more women than men among illiter-
ate adults, female enrolment even at the
primary level is 13% lower than male enrol-
ment, and female wages are only three-
fourths of male wages. In industrial
countries unemployment is higher among
women than men, and women constitute
three-fourths of the unpaid family
workers.

Gender disparity can be seen in proper
perspective through the lens of the gender-
related development index (GDI) and the
gender empowerment measure (GEM).
The GDI attempts to capture achievement
in the same set of basic capabilities
included in the human development index
(HDI)—life  expectancy, educational
attainment and income—but adjusts the
HDI for gender inequality, The GEM mea-
sures gender inequality in key areas of eco-
nomic and political participation and
decision-making. It thus differs from the
GDI, an indicator of gender inequality in
basic capabilities. (The methods for con-
structing the GDI and the GEM are
described in technical note 2 and the full
results are in indicator tables 2 and 3.)

Results of the gender-related development
index

For this Report the GDI was calculated for
146 countries (table 2.8). Ten countries
(Armenia, Azerbaijan, Benin, Botswana,
Latvia, Lebanon, Kazakstan, Kyrgyzstan,
Mongolia, South Africa) have shifted in
rank by 10 or more places compared with
last year’s GDL The rank changes of these
countries, all either in Eastern Europe and
the CIS or in Sub-Saharan Africa, are due
mainly to revisions of the data for life

PROGRESS AND SETBACKS

expectancy and real GDP per capita
(PPP$).

Canada tops the GDI rankings. The
second- and third-ranking countries are in
the Nordic belt—Norway and Sweden.
Several developing countries and areas do
well in the GDI rankings: Barbados (17),
the Bahamas (18), Singapore (27), Hong
Kong (28), Uruguay (31), Trinidad and
Tobago (32), Cyprus (33), the Republic of
Korea (35), Costa Rica (36) and Thailand
(39). These countries have succeeded in
enhancing the basic human capabilities of
both women and men.

The bottom five places are occupied by
Sierra Leone, Niger, Burkina Faso, Mali
and Ethiopia, in ascending order. Women in
these countries face a double deprivation:
overall achievements in human develop-
ment are low in these societies, and
wornen’s achievements are lower than
men’s.

Several conclusions can be drawn from
the GDI rankings.

First, no society treats its women as well
as its men. This is evident from the fact that
the GDI value for every country is lower
than its HDI value. As many as 39 countries
have a GDI value of less than 0.500, show-
ing that women in these countries suffer the
double deprivation of low overall achieve-
ment in human development and lower
achievement than men. And only 41 coun-
tries have a GDI value of more than 0.800,
underscoring the point that substantial
progress in gender equality has been made
in only a few societies.

Second, gender inequality is strongly
associated with human poverty. The four
countries ranking lowest in the GDI—
Sierra Leone, Niger, Burkina Faso and
Mali—also rank lowest in the human
poverty index (HPI). Similarly, of the four
developing countries ranking highest in the
HPI, three—Costa Rica, Singapore and
Trinidad and Tobago—also rank among the
highest in the GDI.

Third, gender inequality is not always
associated with income poverty. For exam-
ple, Ecuador (73) and Peru (76) do rela-
tively well in the GDI rankings, but their
income poverty is quite high, with 49% of
people in Peru below the $1-a-day income

Gender inequality
is strongly
associated with
buman poverty
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poverty line, and 31% in Ecuador. By con-
trast, both Cote d'lvoire (18%) and
Tanzania (16%) have a low incidence of
income poverty by the $1-a-day poverty
line, but quite low GDI ranks—with Céte
d'lvoire at 126 and Tanzania at 123.
Fourth, the countries showing a marked
improvement in their GDI ranks relative to
their HDI ranks are fairly diverse. They

include such industrial countries as Norway
and Sweden, most of Eastern Europe and
the CIS countries and such developing
countries as the Bahamas, Barbados and
Viet Nam. This shows that gender equality
can be achieved at different income levels
and stages of development. It also shows
that it can be achieved across a range of cul-
tures and political ideologies.

TABLE 2.8
Gender disparity—GDI and HDI ranks
HDI rank HDI rank HDI rank

HDI minus HDI minus HDI minus
GDI rank rank  GDI rank GDI rank rank  GDI rank GDI rank rank  GDI rank
1 Canada 1 0 51 Kuwait 48 -3 101 Viet Nam 105 4
2 Norway 3 1 52 Estonia 60 8 102 Gabon 104 2
3 Sweden 10 7 53 Fiji 43 -10 103 Honduras 101 -2
4 Iceland 5 1 54 Mauritius 53 -1 104 Cape Verde 106 2
5 USA 4 -1 55 Lithuania 64 9 105 Morocco 103 =2
6 France 2 -4 56 Bahrain 40 -16 106 Nicaragua 108 2
7 Finland 8 1 57 Croatia 65 8 107 Guatemala 102 -5
8 New Zealand 9 1 58 Turkey 63 L 108 Papua New Guinea 109 1
9 Australia 14 5 59 Romania 67 8 109 Zimbabwe 110 1
10 Denmark 18 8 60 Brazil 58 -2 110 Myanmar 11 1
11 Netherlands 6 -5 61 United Arab Emirates 41 -20 111 Ghana 112 1
12 Japan 7 -5 62 Macedonia, FYR 68 6 112 Kenya 114 2
13 United Kingdom 15 2 63 Jamaica 71 8 113 Lesotho 17 4
14 Belgium 13 -1 64 Qatar 49 -15 114 Lao People's Dem. Rep. 116 2
15 Austria 12 -3 65 Turkmenistan 72 7 115 Cameroon 113 -2
16 Germany 19 2] 66 Lebanon 56 -10 116 Equatorial Guinea 115 -1
17 Barbados 25 8 67 Latvia 76 9 117 Irag 107 -10
18 Bahamas 28 10 68 Cuba 73 5 118 India 118 0
19 Spain 11 -8 69 Kazakstan 79 10 119 Comoros 120 1
20 Switzerland 16 -4 70 Sri Lanka 77 7 120 Pakistan 119 -1
21 Greece 20 -1 71 South Africa 76 o 121 Nigeria 121 0
22 Israel 23 1 72 Ukraine 81 9 122 Zambia 122 0
23 Italy 21 -2 73 Ecuador 61 -12 123 Tanzania, U. Rep. of 127 4
24 Slovenia 34 10 74 Tunisia 69 -5 124 Benin 125 1
25 Czech Rep. 37 12 75 Dominican Rep. 74 -1 125 Togo 126 1
26 Slovakia 39 13 76 Peru 75 -1 126 Cote d’lvoire 124 -2
27 Singapore 26 -1 77 Libyan Arab Jamahiriya 55 -22 127 Mauritania 126 -1
28 Hong Kong 22 -6 78 Uzbekistan 85 7 128 Bangladesh 123 -5
29 lIreland 17 -12 79 Botswana 82 3 129 Central African Rep. 129 0
30 Portugal 30 0 80 Mongolia 86 6 130 Haiti 131 1
31 Uruguay 36 5 81 Philippines 83 2 131 Nepal 130 -1
32 Trinidad and Tobago 38 6 82 Paraguay 80 =2 132 Uganda 133 1
33 Cyprus 24 -9 83 Armenia 88 5 133 Malawi 135 2
34 Hungary 45 1 84 Syrian Arab Rep. 68 -16 134 Senegal 134 0
35 Korea, Rep. of 31 -4 85 Albania 87 2 135 Sudan 132 -3
36 Costa Rica 32 -4 86 Indonesia 84 -2 136 Guinea-Bissau 136 0
37 Poland 50 13 87 Georgia 90 3 137 Chad 137 0
38 Luxembourg 27 -1 88 Kyrgyzstan 92 4 138 Gambia 138 0
39 Thailand 51 12 89 Azerbaijan 91 2 139 Mozambique 139 0
40 Colombia 47 7 90 China 93 3 140 Guinea 140 0
41 Panama 42 1 91 Guyana 89 =2 141 Burundi 141 0
42 Belarus 54 12 92 Algeria 70 =22 142 Ethiopia 142 0
43 Venezuela 44 1 93 Moidova, Rep. of a5 2 143 Mali 143 0
44 Chile 29 -15 94 Maldives 96 2 144 Burkina Faso 144 0
45 Malaysia 52 7 95 Saudi Arabia 62 -33 145 Niger 145 0
46 Russian Federaion 57 11 96 Tajikistan 100 4 Ugh: Sy teshe e P
47 Argentina 35 -12 97 El Salvador 97 0
48 Malta 33 -15 98 Swaziland 99 1
49 Bulgaria 59 10 99 Bolivia 98 -1
50 Mexico 46 -4 100 Egypt 94 -6

Note: HDI ranks have been recalculated for the universe of 146 countries. A positive difference between a country's HDI and GDI ranks indicates that it perfarms rela-
tively better on gender equality than on average achievements alone.
Source: Human Development Report Office.
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Results of the gender empowerment measure

The GEM was estimated for 94 countries
(table 2.9). Four of the top five in the GEM
rankings are Nordic countries—Norway
(1), Sweden (2), Denmark (3) and Finland
(4). These countries are not only good at
strengthening the basic capabilities of
women, they have also opened many oppor-
tunities for them to participate in economic
and political fields.

Some developing countries outperform
much richer industrial countries in gender
equality in political, economic and profes-
sional activities. Barbados is ahead of
Belgium and Italy, Trinidad and Tobago out-
ranks Portugal, and the Bahamas leads the
United Kingdom. France lags behind
Suriname, Colombia and Botswana, and
Japan behind China, Guatemala and
Mexico. The GEM value of Greece, at 0.391,
is only 63% that of Barbados, at 0.602.

TABLE 2.9
Gender disparity—GEM, GDI and HDI ranks
GDI HDI
GEM rank rank rank
1 Norway 2 3
2 Sweden 3 9
3 Denmark 9 17
4 Finland 6 7
5 New Zealand 7 8
6 Canada 1 1
7 USA 4 4
8 Austria 14 11
9 Germany 15 18
10 Netherlands 10 5
11 Australia 8 13
12 Switzerland 19 15
13 Luxembourg 33 25
14 Barbados 16 23
15 Belgium i3 12
16 ltaly 22 20
17 Trinidad and Tobago 27 32
18 Portugal 25 28
19 Bahamas 12 26
20 United Kingdom 12 14
21 Spain 18 10
22 South Africa 50 56
23 Cuba 48 53
24 Ireland 24 16
25 Hungary 29 37
26 Costa Rica 31 30
27 Bulgaria 40 48
28 China 58 63
29 Guatemala 69 70
30 Israel 21 21
31 Mexico 41 38
32 Belize 3k 45
33 Guyana 59 62
34 Japan 11 6
35 Philippines 55 60
36 Panama 36 34
37 Suriname = 46
38 Colombia 35 39
39 Botswana 54 59
40 France 5 2
41 Lesotho 72 79
42 Poland 32 41
43 Mozambique 85 91
44 El Salvador 62 66
45 Zimbabwe Al 75
46 Dominican Rep. 52 54
47 Singapore 23 24
48 Malaysia 39 43
49 Mauritius A4 LS
50 Cape Verde 67 73

GDI HDI
GEM rank rank rank
51 Honduras 66 69
52 Thailand 34 42
53 Peru 53 55
54 Uruguay 26 31
55 Venezuela 37 36
56 Greece 20 19
57 Chile 38 27
58 Brazil 46 47
59 Indonesia 57 61
60 Cyprus 28 22
61 Swaziland 63 68
62 Bolivia 64 67
63 Haiti 82 838
64 Paraguay 56 58
65 Cameroon 73 77
66 Kuwait 42 40
67 Maldives 61 65
68 Fiji 43 35
69 Burkina Faso 87 93
70 Sri Lanka 49 57
71 Zambia 77 83
72 Morocco 68 n
73 Korea, Rep. of 30 29
74 Algeria 60 52
75 Egypt 65 64
76 Bangladesh 80 84
77 Sierra Leone 88 94
78 Tunisia 51 51
79 Equatorial Guinea 74 78
80 Malawi 83 a0
81 Iran, Islamic Rep. of - 49
82 Turkey 45 50
83 Mali 86 92
84 United Arab Emirates 47 33
85 Papua New Guinea 70 74
86 India 75 80
87 Sudan 84 89
88 Congo - 76
89 Zaire " 82
90 Central African Rep. 81 87
91 Solomon Islands P 72
92 Pakistan 76 81
93 Togo 78 85
94 Mauritania 79 86

Note: GDI and HDI ranks have been recalculated for the universe of 94 countries

Source: Human Development Repont Office.
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The three countries with the worst
GEM ranks—Mauritania (94), Togo (93)
and Pakistan (92)—also have very high
HPI values: 47% for Mauritania and
Pakistan, and 39% for Togo. But among
countries with higher GEM rankings—
such as Trinidad and Tobago (17), Cuba
(23) and Costa Rica (26)—are some of
those with the lowest HPI values. For
Trinidad and Tobago the HPI is 4%, for

FIGURE 2.14
Urban-rural disparity in access to social services
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FIGURE 2.15
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Cuba 5% and for Costa Rica 7%. Thus in
these six countries there is a strong associa-
tion between the extent of human poverty
and opportunities for women.

By contrast, the link between income
poverty and opportunities for women is not
always positive. For example, Guatemala
(29) and Guyana (33) place quite high in
the GEM rankings, but the incidence of
income poverty by the $1-a-day poverty line
is extremely high in both countries—in
Guatemala 53%, and in Guyana 46%.
Morocco (72) and Tunisia (78) place quite
low in the GEM rankings, but have income
poverty of only 1% and 3% by the $1-a-day
yardstick. Thus even in income-poor soci-
eties, women may enjoy opportunities to
participate in economic and political
activities.

The GEM results show that no coun-
try has a GEM equal to or exceeding
0.800. Only 14 countries have a GEM of
more than 0.600. And 21 countries have a
GEM of less than 0.300. The low values
make it clear that many countries have
much further to travel in extending broad
economic and political opportunities to
women.

Rural-urban disparity

The rural-urban disparity in human and
income poverty is pronounced. In develop-
ing countries 43% of rural men are illiterate,
more than twice the share in urban areas.
For women the shares are 66% and 38%.
This rural-urban disparity in literacy reflects
the rural-urban disparity in access to social
services (figure 2.14).

When the HDI for Turkey was disag-
gregated by rural and urban areas, the HDI
for urban males was found to be 15% higher
than that for rural males. And the HDI for
urban females was estimated to be 13%
higher than that for rural females,

There also are rural-urban disparities in
income poverty. In 1990, 36% of urban peo-
ple in South Asia were living in income
poverty, compared with 47% of rural peo-
ple. In Latin America and the Caribbean
the incidence of rural poverty, at 58%, is 1.8
times the incidence of urban poverty, at
33%.
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Regional disparity within countries

Uneven progress in reducing human and
income poverty has resulted in different
forms of regional disparity within countries.
In India life expectancy in the State of
Kerala is 72 years, but in Madhya Pradesh
it is only 54 years. In Brazil in 1991, the
adult literacy rate in the Federal District was
91%, while in Alagoas Province it was only
55%. Similar disparities exist in other arcas
of human development and in the HDI
(hgure 2.15).

Regional variation in income poverty
can also be significant. In the Philippines
income poverty in the National Capital
Region in 1991 was only 15%, compared
with 56% in the province of Bicol, In
Indonesia the incidence of income poverty
was less than 10% in Jakarta, Yogyakarta
and Bali, but more than 40% in East Nussa
Tengara, Iran Jaya, West Kalimantan and
East Timor. Such disparities are also
observed in human development (figure
2.16).

Ethnic disparity

Uneven progress in  reducing human
poverty is reflected too in disparities among
different ethnic groups in a country. For
example, in Viet Nam income poverty is
more pronounced among ethnic minorities
living mainly in the northern uplands and
central highlands. People in these groups
earn only 60% as much as the Kinh, or
Vietnamese. In South Africa only 3% of
whites—but  18% of blacks—are not
expected to survive to age 40. And while
about 8% of whites lack an education, 16%
of blacks do.

Ethnic disparity in human poverty is
also significant in industrial countries. In
Canada 35% of Inuit men are unemployed,
compared with 10% of other Canadian
men. And in the United States 31% of
Hispanics aged 25-65 have not completed
ninth grade, but only 6% of whites have not.

In many parts of the world disparities in
income and human poverty disproportion-
ately affect the indigenous
(box 2.6).

people
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What the 1997 HDI reveals

Since 1990 the Human Development Report
has presented the human development
index to capture as many aspects of human
development as possible in one simple,

FIGURE 2.16

Regional disparity in Indonesia, 1993

Life Adult Real GDP Human

expectancy literacy rate per capita development

Years Percent PPP rupiah index

100
Jakarta 10000 (] Jakarta
Y s
w0 Jakarta BOD. -l
aQ . 7,500
" ) Jakarta
550 -
- 4——5 000 ——————————— ==&~ National
80 g SO wemps SVEIAGE
- off :
2,500 West 450
Waest Nussa
Cile Nussa Tengara A00 -

50..:‘..- West Tengara —
Nussa 350 . West Nussa
Tengara ) Tengara

Source: Ramirez 1996 300 g

BOX 2.6

A bleak future for indigenous people

In almost all societies where they are to
be found, indigenous people are poorer
than most other groups. In Australia, for
example, aboriginals receive about half
as much income as non-aboriginals. In
developing countries the poorest regions
are those with the most indigenous peo-
ple. In Mexico, for example, in municip-
tos where less than 10% of the population
is indigenous, only 18% of the popula-
tion is below the poverty line. But where
70% of the population is indigenous, the
poverty rate rises to 80%.

Indigenous people also fare worse in
the non-income dimensions of poverty.
In Canada the infant mortality rate for
indigenous children is twice as high as
for the population as a whole. In Peru
the Indian population is much more
prone to illness than the Spanish-speak-
ing population—and twice as likely to
be hospitalized.

Similar disparities are evident in
education. In Bolivia and Mexico

Source: Pscharapoulos and Patrinos 1994,

indigenous children receive on average
three years less education than non-
indigenous  children. And in
Guatemala the majority of indigenous
people have no formal education—
only 40% are literate.

But even when they have the same
education as the majority population,
indigenous people still face discrimina-
tion when it comes to employment. In the
United States, for example, around 25%
of the earnings shortfall of indigenous
people is estimated to result from dis-
crimination—in Bolivia 28%, and in
Guatemala close to 50%.

Indigenous people have seen their
values and customs destroyed by the
incoming population—and have fre-
quently turned to alcoholism or suicide.
In developing countries they generally
mix to some extent with the majority
population, but in the industrial coun-
tries many have ended up on reserva-
tions, facing a bleak future,
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composite index and to produce a ranking

TABLE 2.10
of human development achievements. HDI ranking for industrial countries,
The concept of human development is 1994
much deeper and richer than what can be g%al:l'
captured in any composite index or even by per
a detailed set of statistical indicators. Yet it 2%'3;1, f;f,;;a)
is useful to simplify a complex reality—and per rank
that is what the HDI sets out to do. It is a WDl  HDI f;f;tsa) g
composite index of achievements in basic Country value rank 1994 rank®
hflmzm.capabili[ies in three I'undamcrftal Canada 0960 1 21459 7
dimensions—a long and healthy life, France 0946 2 20510 13
knowledge and a decent standard of living. Eg;way gﬁg i gé'ggs _’15
In the HDI Three variables have been chosen to Iceland 0942 5 20566 9
r ankings, Hong represent these tl'}ree dlme.nsmns—hfc Netherlands ogjg g ;!13:5!2? Ig
expectancy, educational attainment and sapan 0: '
) income. NewZealand 0937 9 16851 15
Barbados lead The HDI value for cach country indi- Sweden 0936 10 18540 1
. : cates how far the country has to go to attain Spain 0.934 11 14324 19
among developing G " B2 Austria 0932 12 20667 1
3 certain defined goals: an average life span Belgium 0932 13 20985 -1
countries of 85 years, access to education for all and Australia 0931 14 1928 4
a decent standard of living. The HDI Um'tEd Whgdom 0:931 . 15 18820 5
reduces all three basic indicators to a com- m:izrland gjgig :? fg'ggi _lé
mon measuring rod by measuring achieve- Denmark 0927 18 21341 -8
ment in each as the relative distance from gf;g;"y gg%g ;(9) }?%; ]"g
the desirable goal. The maximum and min- taly 0921 o1 10363 -4
imum values for each variable are reduced Israel 0913 23 16023 3
scale betwee H HE . Luxembourg 0.899 27 34,155 -26
to a scale bt_t\\.rc_t.n 0 aljld 1, with each coun ot S0 %% e
try at some point on this scale, (The method Malta 0.887 34 13.009 -1
for constructing the HDI is explained in Slovenia 088 35 10404 3
detail in technical note 2.) (S:Imd.l:c Rep. gg?g ig ggg; 13
The HDI shows the distance a country Hﬁ:aga'a,y 0857 48 6437 5
has to travel to reach the maximum possi- Poland 0834 58 5002 14
ble value of 1 and also allows intercountry Biarus D806 € 4793 13
comparisons. The difference between the Russian
maximum possible value of the HDI and Bﬂ?gsrrgtlon g;gg gg :ggg ;
the HDI value achieved by a country shows Estonia 0776 71 4294 8
the country’s shortfall in HDL A challenge Lithuania 0762 76 401 @
for every country is to find ways to reduce Croatia 0760 79 3360 4D
2 y = S Romania 0.748 79 4,037 3
this shortfall. As explained in chapter 1, the Macedonia, FYR0.748 80 3965 5
HDI measures the overall progress of a '{U;kmen’sw” g;ﬁ gg g‘;gg ’g
country in human development, while the e ' )
i i e s Kazakstan 0.709 93 3,284 5}
HPI identifies the deprivation in human Ulecaines 0689 95 2718 14
development. Uzbekistan ~ 0.662 100 2,438 14
The ranking of countries by their HDI :Irbma:r'ﬁa ggg? :gg ‘;!;g? Zj
value:s IE’fldS to l'he‘following obs.cwations, Gaoialh 0637 105 1,585 31
the highlights of this year’s exercise: Azerbaijan 0636 106 1,670 25
‘ g s - Kyrgyzstan 0.635 107 1,930 18
Of the 175 countries for w]mjh the HDI Moldows, Rep. 0f0.612 110 1576 28
was calculated, 64 are in the high human Tajikistan 0.580 115 1,117 35
deveiopment cat.:'-:gory. 66 in the medium a A positive figure indicates that the HD1 rank Is better
category and 45 in the low category. Thus, than the real GDP per capita (PPPS) rank, a negative the

: ) e q1s opposite
of the world’s 5.6 billion people, 1.3 billion Soone: Hiiiai DEaloRret REpGR Qe
(23%) are in the high human development

category, 2.6 billion (45%) in the medium
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TABLE 2.11

HDI ranking for developing countries, 1994

Real GDP Real GDP
Real GDP per capita Real GDP per capita
percapita  (PPP$) per capita  (PPP$)
HDI HDI (PPP$) rank minus HDI HDI (PPP$) rank minus

Country value  rank 1994  HDI rank? Country value  rank 1994  HDI rank?
Hong Kong 0.914 22 22,310 =17 Bolivia 0.589 113 2,598 -1
Cyprus 0.907 24 13,071 8 Swaziland 0582 114 2,821 -10
Barbados 0.907 25 11,051 11 Honduras 0.575 116 2,050 7
Singapore 0.900 26 20,987 -15 Guatemala 0572 117 3,208 -16
Bahamas 0.894 28 15,875 0 Namibia 0.570 118 4,027 -35
Antigua and Barbuda 0.892 29 8,977 16 Morocco 0566 119 3,681 -26
Chile 0.891 30 9,129 13 Gabon 0.562 120 3,641 -25
Korea, Rep. of 0.890 32 10,656 5 Viet Nam 0.557 121 1,208 26
Costa Rica 0.889 33 5,919 27 Solomon Islands 0.556 122 2,118 0
Argentina 0.884 36 8,937 10 Cape Verde 0547 123 1,862 3
Uruguay 0.883 37 6,752 15 Vanuatu 0547 124 2,276 -7
Brunei Darussalam 0.882 38 30,447 -36 Sao Tomé and Principe 0534 125 1,704 3
Trinidad and Tobago 0.880 40 9,124 4 Iraq 0531 126 3,159 -24
Dominica 0.873 41 6,118 16 Nicaragua 0.530 127 1,580 10
Bahrain 0.870 43 15,321 -14 Papua New Guinea 0.525 128 2,821 -24
United Arab Emirates 0.866 44 16,000 -17 Zimbabwe 0513 129 2,196 -10
Panama 0.864 45 6,104 14 Congo 0.500 130 2,410 -14
Fiji 0.863 46 5,763 16 Myanmar 0.475 131 1,051 25
Venezuela 0.861 47 8,120 1 Ghana 0468 132 1,960 -8
Saint Kitts and Nevis 0.853 49 9,436 -9 Cameroon 0468 133 2,120 -12
Mexico 0.853 50 7,384 0 Kenya 0.463 134 1,404 5
Colombia 0.848 51 6,107 i Equatorial Guinea 0.462 135 1,673 -5
Seychelles 0.845 52 7.891 -3 Lao People’s Dem. Rep. 0459 136 2,484 -23
Kuwait 0.844 53 21,875 -47 Lesotho 0457 137 1,109 14
Grenada 0.843 54 5,137 17 India 0.446 138 1,348 5
Qatar 0.840 55 18,403 -33 Pakistan 0.445 139 2,154 -19
Saint Lucia 0.838 56 6,182 -1 Comoros 0412 140 1,366 1
Saint Vincent 0.836 57 5,650 6 Nigeria 0.393 141 1,351 1
Thailand 0.833 59 7,104 -8 Zaire 0.381 142 429 31
Malaysia 0.832 60 8,865 -13 Zambia 0369 143 962 15
Mauritius 0.831 61 13,172 -30 Bangladesh 0.368 144 1,331 0
Belize 0.806 63 5,590 1 Cote d'lvoire 0.368 145 1,668 -13
Libyan Arab Jamahiriya 0.801 64 6,125 -8 Benin 0.368 146 1,696 -17
Lebanon 0.794 65 4,863 8 Togo 0.365 147 1,108 4
Suriname 0.792 66 4,711 10 Yemen 0.361 148 805 14
Brazil 0.783 68 5,362 0 Tanzania, U. Rep. of 0.357 149 656 21
Iran, Islamic Rep. of 0.780 70 5,766 -9 Mauritania 0.355 150 1,593 -15
Ecuador 0.775 72 4,626 5 Central African Rep. 0:355 151 1,130 -2
Saudi Arabia 0.774 73 9,338 -32 Madagascar 0.350 152 694 16
Turkey 0.772 74 5,193 -4 Cambodia 0.348 153 1,084 1
Korea, Dem. People’s Rep. of 0.765 75 3,965 10 Nepal 0.347 154 1,137 -6
Syrian Arab Rep. 0.755 78 5,397 -12 Bhutan 0.338 155 1,289 -10
Tunisia 0.748 81 5,319 -12 Haiti 0.338 156 896 5
Algeria 0.737 82 5,442 -17 Angola 0335 157 1,600 -24
Jamaica 0.736 83 3,816 3 Sudan 0.333 158 1,084 -4
lordan 0.730 84 4,187 -3 Uganda 0.328 159 1,370 -19
Cuba 0.723 86 3,000 17 Senegal 0326 160 1,596 -26
Dominican Rep. 0.718 87 3,933 1 Malawi 0.320 161 694 i
Oman 0.718 88 10,078 -49 Djibouti 0319 162 1,270 -16
Peru 0.717 89 3,645 5 Guinea-Bissau 0.291 163 793 1
South Africa 0.716 90 4,291 -10 Chad 0.288 164 700 2
Sri Lanka 0.711 91 3,277 9 Gambia 0.281 165 939 -5
Paraguay 0.706 94 3,531 2 Mozambique 0.281 166 986 )
Samoa (Western) 0.684 96 2,726 12 Guinea 0271 167 1,103 -14
Botswana 0.673 97 5,367 -30 Eritrea 0.269 168 960 -9
Philippines 0.672 98 2,681 12 Burundi 0.247 169 698 -2
Indonesia 0.668 99 3,740 -7 Ethiopia 0.244 170 427 4
Mongolia 0.661 101 3,766 -10 Mali 0.229 17 543 1
Guyana 0.649 104 2,729 3 Burkina Faso 0.221 172 796 -9
China 0.626 108 2,604 3 Niger 0.206 173 787 -8
Egypt 0.614 109 3,846 -20 Rwanda 0.187 174 352 1
Maldives 0.611 11 2,200 7 Sierra Leone 0.176 175 643 -4
El Salvador 0592 112 2,417 3

a. A positive figure indicates that the HDI rank is better than the real GDP per capita (PPPS) rank, a neaative the opposite

Source: Human Development Report Office.
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category and 1.8 billion (32%) in the low
category.

* The HDI values and rankings for some
countries have changed since last year,
reflecting recent revisions of data by UN
and other international organizations, par-
ticularly for life expectancy and real GDP
per capita (PPP$).

FIGURE 2.17
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¢ Canada, France and Norway lead the
HDI rankings. Among developing coun-
tries, Hong Kong, Cyprus and Barbados
lead.

The HDI ranking of countries differs
significantly from their ranking by real GDP
per capita (tables 2.10 and 2.11). Ten coun-
tries have an HDI rank at least 20 places
higher than their GDP rank. Among them
are Costa Rica and Viet Nam, which have
effectively translated the benefits of eco-
nomic growth into improvements in the
lives of their people. For 17 countries the
GDP rank is higher than the HDI rank,
implying considerable scope for distribut-
ing the benefits of economic growth more
equitably. Thus countries can have similar
incomes but different human development
achievements—or similar HDIs but very
different incomes (figurc 2.17 and table
2,12),

One important finding of this year’s
HDI exercise is that the HDI values of 30
countries fell between 1993 and 1994 (table
2.13). Two important observations: First,
the decline mostly reflects a significant fall
in life expectancy or real GDP per capita
(PPP$) or both. Second, the 30 countries
are either in Sub-Saharan Africa or in
Eastern Europe and the CIS or are coun-
tries in conflict. In many Sub-Saharan
African countries, such as Botswana and
Rwanda, the shorter life expectancy reflects
the toll of HIV/AIDS. The shortened life
expectancy, particularly among men, in
Eastern Europe and the CIS countries (for
example, Armenia and Russia) reflects the

TABLE 2.12
Similar HDI, different income, 1994
GNP
HDI per capita
Country value (US$)
New Zealand 0.937 13,350
Sweden 0.936 25,530
Barbados 0.907 6,560
Singapore 0.900 22,500
Brazil 0.783 2,970
Bulgaria 0.780 1,250
South Africa 0.716 3.040
Sri Lanka 0.711 640
Sao Tomeé and Principe 0.534 1,150
Vanuatu 0.547 250
Lao People's Dem. Rep.  0.459 320
Lesotho 0.457 720
Gambia 0.281 330
Mozambique 0.281 90

Source: Hurman Development Report Office
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changing reality in those countries. Because
of economic stagnation and decline, real
GDP per capita (PPP$) has fallen in recent
years in both Sub-Saharan Africa (for exam-
ple, Gambia and Guinea) and Eastern
Europe and the CIS (Moldova and
Tajikistan). And countries in conflict (for
example, Rwanda and Sudan) have lost on
both fronts.

The changing face of poverty

The trend analysis of human and income
poverty prompts some questions about the
overall situation,

* How big is the poverty problem? In
developing countries as a group, human
poverty affects more than a quarter of the
population.

o Where is poverty most pervasive? Sub-
Saharan Africa and South Asia have the
highest incidence of both income poverty

poverty—at about 40%. The incidence of
human poverty in Sub-Saharan Africa is
42%, and that of income poverty 39%. In
South Asia human poverty is 38%, and
income poverty 43%. But the cause for
greatest concern for Sub-Saharan Africa is
that poverty is increasing—both in propor-
tion and in absolute numbers—and the
increase is occurring in both h‘urnan poverty
and income poverty.

»  Where are the poor? South Asia is home
to two-fifths (515 million of 1.3 billion) of
the income-poor of developing countries
and almost half of those in human poverty.
East Asia, South Asia and South-East Asia
and the Pacific combined account for 960
million of the 1.3 billion income-poor in
developing countries, and more than two-
thirds of the people in human poverty.

o Where are the stark contrasts between
human and income poverty? Latin America
and the Caribbean has reduced the inci-

(by the $1-a-day poverty line) and human  dence of human poverty to about 15%, but

r

L

TABLE 2.13
Countries whose HDI value has decreased since last year

Change in Change in
|

1994 1996 Change in combined rea
HDI HDI value HDI rank Change in adult first-, second- and GDP per

value minus minus life expectancy  literacy  third-level gross  capita
HDI — 1993 HDI 1997 HDI at birth rate enrolment ratio  (PPP$)

rank  Country 1993 1994 value rank® %) (%) (%) (%)
174 Rwanda 0.332 0.187 -0.145 -18 =521 2.1 -5.4 -52.4
92  latvia 0.820 0.711 -0.110 -34 ¢ =16 0.0 741 335
126 Iraq 0.599 0.531 -0.068 -14 =138 2.0 -3.8 -7.4
97  Botswana 0.741 0.673 -0.068 -23 -19.8 1.0 -0.4 2.8
110 Moldova, Rep. of 0.663 0.612 -0.051 -8 0.1 2.6 -12.3 -335
143 Zambia 0.411 0.362 -0.043 -4 -12.4 0.5 -1.4 =133
175  Sierra Leone 0.219 0.176 -0.042 -1 -14.3 24 -0.7 -25.2
127 Nicaragua 0.568 0.530 -0.038 -7 03 0.5 1.6 -30.7
115  Tajikistan 0.616 0.580 -0.036 -7 5.1 0.0 -0.4 -19.1
167  Guinea 0.306 0.271 -0.036 -5 0.9 2.7 1.7 -38.7
169  Burundi 0.282 0.247 -0.035 0 -13.6 2.2 -0.3 4.2
93 Kazakstan 0.740 0.709 -0.031 -18 -3.2 0.0 1.8 =-11.5
95  Ukraine 0.719 0.689 -0.030 -12 -1.4 4.0 -0.4 -16.4
103  Armenia 0.680 0.651 -0.030 -7 2.7 0.0 0.3 -14.9
106 Azerbaijan 0.665 0.636 -0.029 -7 0.4 0.0 0.6 -23.7
107 Kyr(?yzstan 0.663 0.635 -0.028 -5 =21 0.0 49 -16.8
158  Sudan 0.359 0.333 -0.026 -9 -4.1 Z.3 -0.6 -19.7
156 Haiti 0.359 0.338 -0.022 -8 -4.2 1.6 -2.4 -14.7
129 Zimbabwe 0.534 0.513 -0.021 -2 -8.1 0.8 -2.2 4.6
147  Togo 0.385 0.365 -0.020 -4 -8.3 2.4 -1.6 8.7
130 Congo 0.517 0.500 -0.017 -2 0.1 25 0.0 -12.4
100  Uzbekistan 0.679 0.662 -0.017 -3 -2.8 0.0 0.4 -2.9
96 Samoa (Western) 0.700 0.684 -0.016 -5 0.5 0.0 04 -9.1
124 Vanuatu 0.562 0.547 -0.015 -2 0.8 -1.5 -0.6 -9.0
133 Cameroon 0.481 0.468 -0.014 -3 =21 2.1 -4.4 -4.5
68  Brazil 0.796 0.783 -0.013 -9 -0.2 0.4 0.6 -2.5
67 Russian Federation  0.804 0.792 -0.012 -9 -2.6 0.0 -1.1 1.4
165 Gambia 0.292 0.281 -0.011 -1 0.9 1.6 0.6 -21.1
84  Jordan 0.741 0.730 -0.011 -11 0.6 0.8 0.0 -4.4
134 Kenya 0.473 0.463 -0.010 -3 -3.5 1.7 -1.4 03

a A positive figure indicates that the 1994 rank is better than the 1993 rank, a negative the opposite
Source: Human Development Report OHfice
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its income poverty is about 24%. In fact,
apart from Sub-Saharan Africa, it is the only
region where the incidence of income
poverty has increased.

The Arab States have been able to
reduce income poverty to 4%, but their
human poverty is about 34%, not far from
South Asia’s 38%.

A comparison of the profile of people in
income poverty in the 1970s with that in the
1990s shows that income poverty is still
concentrated in rural areas of Asia, particu-
larly in South Asia. But the face of income
poverty is rapidly changing (box 2.7). Today

a poor person is more likely to be African,
to be a child, a woman or an elderly person
in an urban area, to be landless, to live in an
environmentally fragile area and to be a
refugee or a displaced person.

Progress in reducing human and
income poverty is marked by discontinuity
and unevenness. The resulting disparity
and the remaining backlog create and re-
create human poverty, a continuing and
perpetuating process that the poor con-
stantly struggle to overcome. Chapter 3
looks at this process in a rapidly changing
world.

BOX 2.7

The changing face of income poverty

In 1993 more than 500 million of the developing world'’s 1.3 billion income-poor people—those sub-
sisting on less than $1 a day—lived in South Asia, a majority of them in rural areas. But the face of
poverty is constantly changing. Compared with 1970, an income-poor person today is:

Less likely to be More likely to be And likely to be poor as a result of

Asian African or

An adult male A child, a woman * Increased cuts in social welfare
or elderly (in some  * Greater disintegration of the family
countries) * Higher unemployment, particularly chronic
unemployment and involuntary part-time work
* High costs of social and economic transition

* Increased time burdens

A small farmer An unskilled, *» Continuing globalization and trade liberalization
low-wage worker * Increased liberalization of labour markets

Rural Urban

Settled A refugee or

Source: Lipton and Maxwell 1992 and Human Development Report Office.

* Economic stagnation and slow employment growth

Latin American * Increasing disparity

* Lack of pro-poor growth

* Increased marginalization from global trade and
financial flows

* Higher fertility and the spread of HIV/AIDS

* Accelerated degradation of natural resources

* Increased displacement from home and country

* Rapid demographic change and migration
to urban areas
* Growth of the low-productivity informal sector
*» Worsening access to productive resources
* Inadequate development of urban
housing and physical infrastructure

* Increasing wars and conflicts
internally displaced  * Deepening economic and environmental crises
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In the past 45 years or so China has made impressive
reductions in human poverty. Between 1949 and 1995 it
reduced infant mortality from 200 per 1,000 live births
to 42, and increased life expectancy at birth from 35
years to 69. Today almost all children go to school, and
adult illiteracy, 80% in the 1950s, has fallen to 19%.

For decades after the mid-1950s, life in rural China
continued to be harsh. In 1959-62 more than 30 million
people, most of them peasants, died in the Great Famine.
And even in the 1970s hungry peasants swamped cities
to beg for food. In 1978 the government, concerned
about rural poverty, carried out a special investigation
that concluded that 260 million people lived below the
poverty line—a third of the rural population.

From 1978 onwards, the government took measures to
attack rural poverty:

SUCCESSES AND CHALLENGES IN HUMAN POVERTY REDUCTION
hin
China

tural output had been growing by 3% a year. But in
1978-84 it grew by more than 7% a year. Agricultural
growth led to big increases in rural incomes, which more
than doubled between 1978 and 1984.

Rural development was not restricted to agriculture. The
government also encouraged township and village enter-
prises—reducing or abolishing their
taxes and giving them more auton-
omy in production and marketing.
As a result, between 1978 and 1992
their share of gross national indus-
trial production increased from 12%
t0 39%. This created millions of new
jobs. Between 1978 and 1992

1994

$2,604

1978
33%

* Land reform. Most collective land was distributed
to households. This provided peasants with greater
incentives to increase output, and productivity in
household agriculture rose to a level about 40% higher
than that in collectives.

* Market orientation. Reforms also improved incen-
tives by allowing people to sell
more food on the open market.
The government would pur-
chase less: it cut quotas on grain

1970
34%

209
per 1,000
live births

1960

1960 |:1-cl:._= employment in these enterprises
poverty increased from 28 million to 124
Human e million—or from 7% of total
f'ned":l"p’“e“‘ He | employment to 21%.
175

700
1994
600
500 §
400

300

7%

1994

The expansion of rural agricul-
tural and industrial output had a
dramatic effect on income poverty.
Based on the national poverty line

($0.60 a day), the incidence of poverty in

200 ‘

1978-85 fell from 33% to 9%, and the number
of rural poor from 260 million to 97 million.
In the second half of the 1980s, however,

1960

procurement and reduced the
number of products that it con-
trolled through planning. It also
loosened restrictions on private
trade between regions.

* Price reform. The government
raised agricultural prices. In the
early stages of reform it

47
1995

increased the average procure-
ment price for major crops by 22%, and retail prices for
pork, eggs, fish and other items by 33%. These increases are
estimated to account for 20% of the improvement in rural
per capita incomes in 1978-84.

All these measures contributed to a dramatic
increase in output. In the 26 years before 1978 agricul-

the progress in reducing income poverty went
into reverse. By 1989 the number of income-poor people
in rural areas increased to 103 million. Educational
achievements also faltered: between 1982 and 1987 adult
illiteracy rose from 24% to 27%. Moreover, surveys in
1988 and 1989 revealed a wide gender gap; in rural areas
women earned around 20% less than men. In private
enterprises in urban areas they earned only 56% of men’s
wages.

Why the setback? It resulted partly from a shift in
development strategy. After the mid-1980s the emphasis
moved away from agriculture and towards industrial and
export sectors. The government redirected public invest-
ment and fiscal incentives to the coastal regions—allow-
ing them, for example, to retain more local tax and foreign

PROGRESS AND SETBACKS
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exchange revenues and giving them greater freedom to
use bank loans for local investment.

Although this coastal development strategy, coupled with
globalization, helped to reduce income poverty in the
coastal areas, the poor interior provinces, especially the iso-
lated mountainous areas with poor infrastructure, were left
behind. Not surprisingly, interregional disparities began to
widen. In 1990 the HPI value for the interior regions, at
44%, was more than twice that in the coastal regions, at 18%.

At the same time, there was a weakening in public ser-
vices after the central government transferred part of the
responsibility for education and public health to local gov-
ernments. These were not priorities for local governments.

The central government also reduced its commitment
to alleviating rural income poverty. In the 1980s govern-
ment spending on rural relief and poverty alleviation fell
both in real terms and as a proportion of all government
expenditure. By 1990 total spending on urban food sub-
sidies was five times as much as the combined expendi-
ture on health, education, relief and other services in
poorer rural areas.

At the beginning of the 1990s the government became
increasingly concerned about the increases in poverty and
started to take measures to reverse the trend. Its approach
was formalized in 1994 with the 8-7 Poverty Reduction
Programme, which aims to eliminate absolute poverty by
the year 2000. (The 8 stands for the 80 million people liv-
ing in income poverty, the 7 for the programme’s seven-
year period.)

This programme is strengthening the institutional struc-
ture for poverty reduction. The State Council funded sev-
eral antipoverty units, including the Poor Area
Development Office, the China Development Foundation
for Poor Areas and the Cadre Training Centre. All these
agencies would report to a strengthened Leading Group
for the Economic Development of Poor Areas, responsi-
ble for coordinating antipoverty programmes at the minis-
terial level. Similar decentralized institutions were
established at the provincial and county levels.

There was also a strong financial commitment: the total
annual funds from the central government to alleviate
income poverty amounted to 15.3 billion yuan ($1.8 bil-
lion). The spending of these funds would also be moni-
tored more carefully, to avoid luxury projects. Previously,
there had been some diversion of central government
funds. According to a 1994 survey, only 70% of poverty
alleviation funds and 60% of development funds were

Source: Zhang 1997,

SUCCESSES AND CHALLENGES IN HUMAN POVERTY REDUCTION

reaching the 592 poor counties for which they were
intended.

The central government increased investment and
loans in poor areas and gave the areas financial and mon-
etary preferences. It arranged partnerships between the
more developed provinces and municipalities and the
poorer ones. Beijing helps Inner Mongolia, for example,
and Tianjin helps Yunnan. The mayor of Shenzhen has
allocated 200 million yuan ($24 million) to development
projects in Guizhou, and 17 million yuan ($2 million) for
social welfare and infrastructure.

The renewed commitment to poverty reduction was
already showing results by 1992. Poverty reduction
resumed, though not at the same pace as before. Between
1991 and mid-1995 the number of rural people living in
income poverty fell from 94 million to 65 million.

The central government has also stepped up invest-
ment in reducing human poverty, increasing expenditure
on basic education and health care from 18% to 22% of
total government expenditures between 1992 and 1994.
But much remains to be done.

* Water. Up to a third of the rural population has an inad-
equate supply of drinking water—130 million people use
untreated surface water contaminated by domestic,
industrial or agro-chemical wastes, and 43 million people
live in water-scarce areas.

e Sanitation. Today 97% of the rural population (and 73%
of the total population) do not have access to adequate
sanitation.

* Health. Services in poor rural areas are still inferior to
those in cities. Around 60% of births in poor rural areas
are unattended, and maternal mortality is 202 per
100,000 live births in many counties—more than twice
the national average.

* Education. In 1991-92 more than 2 million children were
not enrolled in school, of whom 70% were girls. And in many
rural areas women are 70% of the illiterate population.

* Minorities. Minority groups generally live in areas
where the soil is too poor for even subsistence crop pro-
duction, so they are net buyers of food and have been hit
hard by higher prices. The incidence of poverty in these
groups is much higher than in the general population.

Although China has gone through different phases—
with both advances and setbacks—progress in recent
decades has been remarkable. But there is a long way to
go before China eliminates income poverty—and even
further before it eradicates human poverty.

30
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In the 1930s Jawaharlal Nehru described India under
British rule as “a servile state with its splendid strength
caged up, hardly daring to breathe freely, governed by
strangers from afar, her people poor beyond compare,
short lived and incapable of resisting disease and epi-
demic”. On being sworn in as India’s first prime minister
in 1947, Nehru called for “the ending of poverty and igno-
rance and disease and inequality of opportunity”.
Mahatma Gandhi too steadfastly argued that India would
become truly independent only when its poorest were free
of human suffering and poverty.

Since then, India has had 50 years of plans and pro-
grammes to promote development and eradicate poverty.
What has been achieved? Certainly, there has been progress
in agriculture, industry and, more recently, income poverty
reduction. But the record is mixed—and India remains

SUCCESSES AND CHALLENGES IN HUMAN POVERTY REDUCTION
di
India

ful of countries with fewer women than men—927
females for every 1,000 males.

* Income poverty. The share of people in income poverty
has fluctuated wildly in the past but the trend is down-
wards. In 1977-81 rural poverty declined from almost
50% to around 36%, and urban poverty from 40% to 33%.
By 1994 rural poverty in India was 39%, and urban

a country of stark contrasts and disparities.

* Food and nutrition. Between 1951 and 1995 food
grain production increased fourfold and famines were
virtually eliminated. Yet 53% of children under age
four—60 million—remain undernourished.

* Education. In 1961-91 literacy
more than doubled, yet half the
population is still illiterate. And
for females aged seven and

1970
66%

236

poverty 30%.

hergdd Many people would credit the
1594 reductions in human poverty (and
yii even more so those in income
1974 poverty) to economic growth. Yes,
A% growth has been substantial. In
3617 In(me 1950-94 the index of industrial pro-
160 duction increased 13-fold, and per
M| capita net national product more
fimeir A than doubled. But the trends in
index . 48 income poverty over this period are

g 370 | far from uniform.
600 | 367 * 1951 to mid-1970s: fluctuation.
500 | In 1951 the proportion of the rural

1994 population living below the income

poverty line was 47%. It rose to 64% in
1954-55, fell to 45% in 1960-61, then rose

"1 again, to 51%, in 1977-78.

above, the proportion is 61%. il e it
More than 45% of children do 'ﬁ'
not reach grade five. |
* Health. In 196192 life s
expectancy almost doubled to 61 8% -

i 1995 Under-5
years, and by 1995 infant mor- mortality

rale

tality had been more than halved
to 74 per 1,000 live births. Even
so, each year there are 2.2 million infant deaths, most of
them avoidable.

* Safe water. More than 90% of the population has
access to safe drinking water. But declining water tables,
quality problems and contamination threaten the
advances.

* Gender. Because of systematic deprivation, women
have always fared worse than men. Though the gap has
been narrowing in recent years, India is still one of a hand-

o Mid-1970s to end of the 1980s: significant, steady
improvement. Between 1977-78 and 1985-86 rural income
poverty fell from 51% to 39%; by 1989-90 it had fallen to
34%. Income poverty also fell in urban areas, from 40% to
33% between 1977-78 and 1989-90.

* After 1991: progress and setbacks. During the period fol-
lowing economic reform there was first a rise, then a fall
in income poverty. In 1989-90 the incidence of income
poverty in rural areas was 34%; in 1992, 43%; and in
1993-94, 39%. In urban areas in these years it was 33%,
34% and 30%. But these national aggregates mask wide
variation among states. Four states managed to reduce
income poverty by more than 50%—Andhra Pradesh,
Haryana, Kerala and Punjab. Other states were less suc-
cessful, and today 50% of India’s rural income-poor live
in three states: Bihar, Madhya Pradesh and Uttar
Pradesh.
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How much of the reduction in poverty can be ascribed
to economic growth? Growth was slower in 1950-75,
averaging 3.6% a year. Over the next 10 years, when
income poverty fell the most, growth rose to 4% a year,
and in 1986-91 it averaged 6% a year. But equating
growth with poverty reduction is too simplistic. In the sec-
ond half of the 1980s, for example, despite rapid eco-
nomic growth, income poverty fell little. Statistical
analyses suggest that economic growth explains at best
around 50% of the reduction in income poverty.

Whether growth translates into human poverty reduc-
tion depends on social and political factors. Kerala, for
example, ensured big reductions in income poverty,
despite slow economic growth, through political activism
and rapid, equitable expansion of opportunities.

Nationwide, India did not see a consistent drop in
poverty in the first period because of a greater emphasis
on total output than on distribution. In rural areas,
where three-quarters of the poor people live, the green
revolution increased agricultural production, but inade-
quate efforts were made to distribute the benefits equi-
tably. Land and tenancy reforms were introduced, but
seldom implemented. Similarly, in urban areas the focus
was on heavy industry and public enterprises rather than
on the microenterprises that employ most of the poor
people.

Imbalances were also evident in human poverty. A large
share of the (limited) education budget was spent on higher
education—at the expense of basic education. Health ser-
vices were concentrated in urban areas, where they could
best serve the middle classes. Nor was there much partici-
pation. Village and local institutions were replaced by
bureaucracies that administered centrally developed pro-
grammes. All this added to inequality. And those most
affected were the scheduled castes and scheduled tribes,
which have higher rates of illiteracy and child mortality.

The better performance in the second period is largely
a result of pro-poor policies and programmes. As part of
a strategy to alleviate poverty, the government introduced
new programmes for employment and asset generation
and required banks to direct 40% of lending to priority
sectors. Rural non-agricultural employment increased
sharply, as did real agricultural wages.

But the most important part of the pro-poor effort was
a massive increase in public spending. In 1976-90 real per
capita development spending grew by 6% a year—twice
the 3% annual growth in GDP. Comparisons among states
Source: Shiva Kumar 1997.

SUCCESSES AND CHALLENGES IN HUMAN POVERTY REDUCTION

show the significance of public spending: income poverty
levels are closely correlated with public spending levels.

But state comparisons also show that reducing human
poverty demands much more than income growth. Many
aspects of deprivation—from poor health to discrimina-
tion to domestic violence—have little to do with income.
Haryana’s per capita income is among the highest and
fastest growing in India. Yet its infant mortality rate, at
68 per 1,000 live births, is four times Kerala’s. Women
in Haryana suffer systematic deprivation, reflected in
one of the lowest female to male ratios in the country—
865 to 1,000. If all of India had Kerala’s birth and child
death rates, there would be 1.5 million fewer infant
deaths in the country every year, and a dramatic reduc-
tion in population growth. The disaggregated HPI for
India shows similar variations: while Kerala has reduced
its HPI to 15%, for Bihar and Rajasthan the HPI is more
than 50%.

As for the future, the Ninth Five-Year Plan (1997-2002)
calls for eradicating income poverty by the year 2005. The
planning commission interprets this goal as reducing
income poverty to around 5% over the next 10 years.

Is this realistic? There are reasons for optimism. First,
the official policies for eradicating poverty focus on human
development priorities—including basic health, basic edu-
cation, safe drinking water and special attention for
socially disadvantaged groups. Second, since the post-
1991 reforms, economic conditions have been more
favourable. Third, democratic participation is opening
up—not just through local government but also through
people’s organizations and through women'’s groups, often
organized around credit or income-generating activities.

But there is also cause for concern. The focus on reduc-
ing fiscal deficits is forcing major cuts in public spending,
and the emphasis on state minimalism is leading to abdi-
cation of state responsibilities in key areas affecting the
lives of poor people. This can be seen, for example, in the
failure to provide free and compulsory elementary educa-
tion—a commitment under the Constitution of India—to
abolish child labour, to provide adequately for the social
and economic security of marginalized communities, to
assure poor people of employment opportunities, to
improve living conditions in slums, to prevent pollution
and to not only correct but also to forestall market failures.
India needs sustained public action if it is to eliminate the
worst forms of human poverty and promote an equitable
expansion of social, economic and political opportunities.
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ANNEX TABLE A2.1

PROFILE OF HUMAN POVERTY .

PERSONAL SUSTAIN-

SURVIVAL EDUCATION SECURITY ABILITY INCOME
People not People Population
expected to Population Children killed Real GDP in poverty
survive to  without Population not and affected per capita (%)
age 40  accessto without Adult reaching  Refugees by disasters Forest (PPP$) _
(as % health  access to lliteracy grade by country  (annual and ——— %1 National
of total services safe water rate 5 of asylum  awerage;  woodland Poorest Richest aday poverty
population) (%) (%) (%) (%) (thousands)  thousands) (% change) 20%  20% (PPPS)  line
HDI rank 19904 1990-95 1990-% 1995 1990-95 1995 1969-93 1980-93 1980-94 1980-94 1989-94 1985-94
High human development 5.0 8 2,2727 2,0887 15.6 5,042 35,189 .
1 Canada 31 3 144.2 19.8 451 5,971 42,110 6
2 France 4.0 4 170.2 335 2.2 5,359 40,098 12be
3 Norway 2.7 0 225 " 0 6,315 37379 3o
4 USA 4.0 - 645.5 30.5 -2.9 5800 51,705 14t
5 lceland 26 (. 0.2 0 S i i
6 Metherlands 2.5 o " 720 05 203 7,109 31,992 14
7 lapan 2.2 3 0 0 1413 -0.4 8,987 38,738 5b
8 Finland 31 - 0 13.3 x -0.6 5,141 30,682 4t
9 New Zealand 43 3 6 1.2 20 4.1 4,264 37,369 -
10 Sweden 27 2 43.2 - 03 7,160 33,026 50
11 Spain 3.0 4 i 32.4 35 5669 24998 2]k
12 Austria 37 3 315 o -13 - " -
13 Belgium 35 i 31.7 01 0 7,718 35172 120
14 Australia 35 1 35.6 29 369 4,077 39,098 8t
15 United Kingdom 26 - 20.4 03 16.0 3,963 38,164 130
16 Switzerland 3.4 0 57.3 0.1 19.0 5907 50,666 5
17 lreland 29 0 04 0.2 0 i = 37hx
18 Denmark 34 0 35.6 7 -97 5,454 38,986 gv
19 Germany 3.0 0 569.0 4.7 4.1 6,594 37,963 128
20 Greece 38 0 4.5 29.1 i] - . .
21 Italy 3.0 . 0 80.0 75.5 6.5 6,174 37,228 2°
22 Hong Kong 24 0 7.8 - 1.5 1.6 48 5821 50,666 .
23 Israel 28 . 0 . . 86 4,539 29957
24 Cyprus 3.1 " 0 0.1 0.1 0 . .,
25 Barbados 4.2 w 26 a 0 ; &
26 Singapore 3.2 0c 89 0 0 0 4,934 47311 ..
27 Luxembourg 38 i . 03 2 3 2 & 4bc
28 Bahamas 55 18 4 s 0 & 4
29 Antigua and Barbuda = - 3.0 > o b - 12
30 Chile 46 3* 48 5 0.3 168.4 0 1,558 27,145 15 o
31 Portugal 47 - . . 1.4 1.6 15.8
32 Korea, Rep. of 48 0 7 2.0 0 . 80.9 -1.6 . . . -
33 Costa Rica 4.1 . 4 5.2 12 24.2 10.1 -14.2 1,136 14,399 19 11
34 Malta 4.0 5 " 0 0.3 " - - v v 5
35 Slavenia p " s “ 0 223 06 i a1
36 Argentina 6.3 29¢ 29 3.8 ” 12.0 510.7 0 26
37 Uruguay 5.4 18¢ 25 2.7 6 0.1 09 0 s
38 Brunei Darussalam 4.6 i = 11.8 4] . an 0 @ & “
39 Czech Rep. 3.7 % o i 2 2.7 “ 0 4,426 15,764 19 i
40 Trinidad and Tobago 5.4 0 3 21 5 5 2.0 2.2 i % S 21
41 Dominica - 7 " % 0 . - o 33
42 Slovakia 4.1 . 3 1.9 . . 3,344 8823 149 .
43 Bahrain 6.5 . . 14.8 1 . . . . . "
44 United Arab Emirates 36 1 5 208 1 04 : 0 o - 5
45 Panama 6.2 30 7 9.2 18 0.9 7.0 -21.8 589 17,611 26
46 Fiji 6.6 i 8.4 13 % 51.1 0 T i 3 c
47 Venezuela 6.1 21 89 22 11.2 5.2 -9.3 1,505 24,411 12 31
48 Hungary 8.2 A 2 2 11.4 i 96 2,878 11,088 24 25
49 Saint Kitts and Nevis @ % * i - B i 0 - o > 15
50 Mexico 83 7 17 10.4 16 396 87.6 1.8 1,437 19,383 15 34
51 Colombia 6.3 19 15 87 41 55 24286 -6.2 1,042 16,154 7 19
52 Seychelles . . . ! 1 - - 0 . . . .
53 Kuwait 38 0¢ . 21.4 1 30.0 . 0 .
54 Grenada o " e " - vy 0 20
55 Qatar 7.4 20.6 2 @ "
56 Saint Lucia ” 5 ia i 0 25
57 Saint Vincent 5 - & 1 0 3z S i 17
58 Poland 5.0 A 0 0.6 0.9 1.2 2,186 8,605 134 24
59 Thailand 8.9 10°¢ 11 6.2 12 101.4 480.7 -18.4 1,778 16,732 ] 13
60 Malaysia 1.2 = 22 16.5 2 02 14.9 55 1,923 22,447 6 16
61 Mauritius 6.2 (e 1 171 0 395 -24.1 4y i o 11
62 Belarus 5.9 - - . 1 {..) 1.6 -7.7 2,355 6,987 23¢ 37
63 Belize 49 32 8.7 37 [} -~ B . 35
64 Libyan Arab Jamahiriya 16.2 5 3 238 . 33 . 40.0
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ANNEX TABLE A2.1 (CONTINUED)

PROFILE OF HUMAN POVERTY

PERSONAL SUSTAIN-

SURVIVAL EDUCATION SECURITY ABILITY INCOME
People hot People Population
expected to Population Children killed Real GDP in poverty
survive to  without Population not and affected per capita (%)
age40  accessto without  Adult reaching  Refugees by disasters Forest (PPPS) ——
{as % health accessto illiteracy grade by country  (annual and ————— %1 National
of total services safe water rate 5 of asylum  average; woodland Poorest Richest a day poverty
population) (%) (%) (%) (%) (thousands)  thousands) (% change) 20%  20%  (PPPS)  line
HDI rank 1990° 1990-95  1990-96 1995  1990-95 1995 1969-93 1980-93  1980-94 1980-94 1989-94 1989-94
Medium human development 11.2 13 Rl 19.4 13 5,5447 32,5687 =11 870 7,178
65 Lebanon 84 5 6 76 " 3483 21 -5.9
66 Suriname 7.8 : " 7.0 : (..) 0.2 0.7 ; .. " .
67 Russian Federation 9.6 " i 3 423 2.0 3.1 881 12,804 387 31
68 Brazil 14.0 27 16.7 30 2.0 1.878.7 -5.9 578 18,563 29 17
69 Bulgaria 6.2 & 2 i 7 0. % 0.8 1,793 8.489 334 i
70 lran, Islamic Rep. of 11.7 12 10 314 10 2,0245 729 0 ot . i
71 Estonia 7.3 . o i 0 @ = 21.8 1,191 8357 40¢ =
72 Ecuador 9.9 = 32 9.9 33¢ 145 62.2 0.7 1,188 11,572 30 35
73 Saudi Arabia 88 3« 5¢ 37.2 6 13.3 0.1 50.0 . ! ! -
74 Turkey 131 . 20 17.7 1" 9.9 334 0
75 Korea, Dem.
People’s Rep. of 7.0 & a 0 . . :
76 Lithuania 6.5 5 e 2.0 1,260 6,547 461
77 Croatia 45 - % i 2 188.6 5 38 i ‘ e
78 Syrian Arab Rep. 10.3 10 15 292 8 3743 54 395 % : i
79 Romania 7.1 & % i 7 0.2 58.3 1.7 1.714 6,485 224
80 Macedonia, FYR 6.6 - o~ 5 9.0 1 i 5 s i N
81 Tunisia 105 - 2 333 8 0.1 18.5 252 1,460 11,459 4 14
82 Algeria 10.6 2 22 384 8 206.8 345 -8.8 1,922 12,839 o
83 Jamaica 4.3 10¢ 14 15.0 4 20 54.2 -5.1 922 7,553 5 32
84 Jordan 9.2 3¢ 2 134 2 1,288.9 08 111 1,292 10,972 3 15
85 Turkmenistan 13.6 0 26 . 3.0 = -14.9 1,048 6,694 489
86 Cuba 6.2 0 i 43 5 1.8 62.2 4.4 : ; s
87 Dominican Rep. 10.2 22 35 17.9 42 1.0 101.9 -5.5 775 10,277 20 21
88 Oman 8.3 4 18 o 4 0.2 : . - - N
89 Peru 134 56 28 113 ¥ 0.7 514.3 -0.1 813 8366 49 32
90 South Africa 17.0 1 18.2 24 91.8 262.6 0 516 9,897 24 i
91 Sri Lanka 7.9 43 98 8 0 579.3 193 1,348 5,954 4 22
92 Latvia 8.1 » = 5 % n 3.4 2,405 9,193 234 =
93 Kazakstan 9.3 & = . 2 () 1.2 -9.4 1,391 7,494 504 =
94 Paraguay 9.2 37¢ 58 7.9 29 0.1 17.7 -36.3 B . N 22
95 Ukraine 6.3 3 5.2 16.3 47.6 1,544 5,753 4149 32
96 Samoa (Western) 11.2 .. " i . 3 0 . . y -
97 Botswana 15.9 hE 302 16 0.3 170.9 0 . : 35¢ w
98 Philippines 12.8 29 14 54 33 0.1 2,050.6 9.2 842 6,190 28" 41
99 |Indonesia 14.8 7 38 16.2 8 0 316.3 -5.0 1422 6,654 15 8
100 Uzbekistan 9.9 " 38 . 0 0.9 2.0 -45.8 289 ~
101 Mongolia 16.0 ke 20 171 @ = 40 -9.4 3 36
102 Albania 6.1 . 5 Pr 8 {.) 140.0 34 a
103 Armenia 6.9 = - 218.0 52.0 5 =
104 Guyana 15.8 1.9 a = 10.9 0.8 43
105 Georgia 56 . ) 0.1 4.3 -8.8 30
106 Azerbaijan 73 - . 7 233.7 . -159 -
107 Kyrgyzstan 9.9 - . . 13.2 60 -136 - . 76Y 4D
108 China 9.1 12 33 18.5 12 288.3  23,655.0 v 722 5114 29 1
109 Egypt 16.6 1 21 48.6 2 7.7 3.3 0 1,653 7,809 8 i
110 Moldova, Rep. of 10,0 45 " - @ % 100.5 B18 4,918 g5
111 Maldives 18.0 ; = 6.8 7 3 0.5 0 ; ” : 5
112 El Salvadar 1.7 60 31 285 42 0.2 65.0 -25.7 2 i “ 38
113 Bolvia 19.6 33 34 16.9 40 0.7 162.2 0 703 6,049 7 &
114 Swaziland 239 i = 233 22 0.5 62.1 16.5 a & i
115 Tajikistan 114 = a 2 0.4 3.2 -06 - - - =
116 Honduras 10.8 N 13 273 0.1 49.2 0 399 027 47 53
117 Guatemal 14.5 43 36 44.4 . 1.5 157.8 278 357 10,710 53 58
118 Namibia 211 41 a3 - 18 1.4 10,0 -2.3 . . . )
112 Morocco 123 30¢ 45 56.3 20 0.4 17.3 15.2 1,079 7,570 1 13
120 Gabon 29.0 5 32¢ 36.8 50 ¢ 0.8 0.4 -0.6 : r ; y
121 Viet Nam 12.1 10 57 6.3 5 () 1,579.0 -19.3 406 2,288 - 51
122 Solomon Islands 7.7 & - ; 19 - 89 4.3 ; i : @
123 Cape Verde 14.6 i & 284 : 0.3 0 44
124 Vanuatu 14.0 = Fr = 7.1 0
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PROFILE OF HUMAN POVERTY

PERSONAL SUSTAIN-
SURVIVAL EDUCATION SECURITY ABILITY INCOME
People not People Population
expected to Population Children killed Real GDP in poverty
survive to without Population not and affected per capita (%)
aged40  accessto without  Adult reaching  Refugees by disasters Forest [PPPS) S —
(as % health  access to illiteracy grade by country  (annual and —— %1 National
of total services safe water rate 5 of asylum  average,  woodland Poorest Richest aday poverty
population) (%) (%) 1%) (%) (thousands)  thousands) (% change) 20%  20% [PPPS)  line
HDI rank 199(# 1990-95 1990-96 1995 1990-95 1995 1969-93 1980-93 1980-94 1980-94 1989-94 1989-94
125 Sao Tomé and Principe w v - - s v 7.5 a " - - 46
126 Irag 15.4 7¢ 22 42.0 28¢ 1233 - 0 s = - ;
127 Nicaragua 13.6 7€ 47 34.3 51 0.6 59.4 -29.0 479 6,293 44 50
128 Papua New Guinea 28.6 4t 72 27.8 29 95 7T 0 = 3 i i
129 Zimbabwe 18.4 15 23 149 24 0.3 184.2 -7.4 420 6,542 4 26
130 Congo 22.1 17° 66 251 a7 15.0 -1.2 i i
Low human development 253 30 29 49.0 38 6,601T  B84,956T -4.3 530 2,870
131 Myanmar 256 40 40 16.9 - - 2385 1.1 . - » -
132 Ghana 24.9 40" 35 35.5 20 89.2 501.1 -9.9 790 4,220 . 31
133 Cameroon 254 20 50 36.6 34 45.9 407 0 . - ) -
134 Kenya 223 23 47 21.9 23 239.5 141.8 0 238 4,347 50 37
135 Equaterial Guinea 36.5 v ; 215 . " s 0.4 o - . .
136 Lao People’'s Dem. Rep. 32.7 33¢ 438 434 47 i 191.7 -9.0 700 2,931 F 46
137 Lesotho 239 20¢ a4 287 40 (..) 34.0 i 137 2,945 50° 26
138 India 19.4 15 19 48.0 38 2741 63.271.2 1.5 527 2,641 53 P
139 Pakistan 22.6 45¢ 26 62.2 52 867.6 982.8 221 907 4,288 12 34
140 Comoros 26.3 2 s 427 22 “ 15.4 143 i o R il
141 Nigeria 338 49 49 429 8 8.1 124.5 -24.2 308 3,79 29 21
142 Zaire 30.0 74r 58 22.7 36 1,326.5 33.0 -2.2 * - :r v
143 Zambia 35.1 . 73 21.8 . 130.6 103.2 -2.9 216 2,797 85 B6
144 Bangladesh 26.4 55 3 61.9 53¢ 51.1  10,927.5 -13.3 606 2,445 29 48
145 Cote d'lvoire 231 - 25 59.9 27 297.9 0.4 -28.3 551 3,572 18¢ .
146 Benin 295 82¢ 50 63.0 45 235 136.4 -14.4 . - - 33
147 Togo 284 s 37 483 50 11.0 241 -11.8 a 5% , 17
148 Yemen 25.6 62 39 ; 5 40.3 1211 -50.7 o - ) i
149 Tanzania, U. Rep. of 30.6 58 62 32.2 17 829.7 140.7 -20.5 217 1,430 16 50
150 Mauntania 31.7 37 34° 623 28 40.4 2531 =27 290 3,743 31° 57¢
151 Central African Rep. 354 48 62 40.0 35¢ 33.8 0.6 0 = s . T
152 Madagascar 321 62 71 " 72 (..) 254 8 0 203 1,750 72 59
153 Cambodia 319 47 B4 is 50 0 416 -1148 P = y [
154 Nepal 19.9 . 37 72.5 48 124.8 2521 36 455 1,975 53¢
155 Bhutan 332 35¢ 42 57.8 18 . . 203 . N .
156 Haiti 27 40 72 55.0 53 " 159.8 0
157 Angola 389 a 68 @ 66 10.9 279.8 -35
158 Sudan 252 30 40 539 6 558.2 986.9 -7.5 " : s ;
159 Uganda 39.0 51 62 38.2 45 2293 57.4 -9.2 309 2,189 50 55
160 Senegal 253 10 48 66.9 12° 68.6 291.1 -5.5 299 5,010 54 .
161 Malawi 383 65 63 43.6 63 1.0 459.7 =11 i
162 Djibouti 356 - ._ 53.8 <] 257 277 0 > fr P 5
163 Guinea-Bissau 432 60 4 451 80¢ 15.3 0.4 0 90 2,533 87 49
164 Chad 34.0 70 76 51.9 54 0.1 2833 0 - & e o
165 Gambia 40.6 7 52 61.4 13 F2 29.4 0 64
166 Mozambique 43.8 61¢ 37 59.9 65 0.1 1,179.7 -9.4 , . .
167 Guinea 413 20 45 64,1 20 633.0 1.0 4.7 270 4,518 26
168 Eritrea 341 ; ; & 21 1.1 0.3 0 . ; »
169 Burundi 33.8 20 41 64.7 26 142.7 03 0 .
170 Ethiopia 357 54 75 64.5 42 3935 24023 -11.1 34«
171 Mal 284 60 55 69.0 15 15.6 209.3 -49
172 Burkina Faso 36.1 10 22 80.8 39 29.5 2791 0 u ._ @
173 Niger 432 1 46 86 4 18 22.6 3134 3.9 296 1,742 61 o
174 Rwanda 421 20 N 395 40 18 164.2 -58 359 1,447 46¢ 53
175 Sierra Leone 521 62 66 68.6 4.7 0.5 =35 - . . 75
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ANNEX TABLE A2.1 (CONTINUED)

PROFILE OF HUMAN POVERTY

PERSONAL SUSTAIN-
SURVIVAL EDUCATION SECURITY ABILITY INCOME
People not People Population
expected to Population Children killed Real GDP in poverty
survive to  without Population not and affected per capita (8a)
age 40  accessto without  Adult reaching  Refugees by disasters Forest (PPPS)
(as % health access to illiteracy grade  bycountry  (annual and ——— $1 National
of tatal services safe water rate 5 of asylum  average;  woodland Poorest Richest aday poverty
population) (%) (%) (%) (%) (thousands)  thousands) (% change) 20%  20%  (PPP$)  line
19907 1990-95  1990-96 1995  1990-95 1995 1969-93  1980-93 |980-94 1980-94 1993 1989-94
All developing countries 18.0 20 29 29.6 25 11,670T  118,950T -4.1 768 6,194 32
Industrial countries 5.2 - " " 2 2,747T 663T 125 4,810 32,198 __
World 16.4 5 % = 23 144177  119,613T 3.2 1,787 12,747
Arab States 15.5 13 24 432 9 30217 1,218T -36 o s 4
East Asia 89 12 32 17.8 12 2907 23,7427 G 748 5,342 26*
East Asia (excl. China) 6.0 : 5 3.2 o ‘o 87T -5.3 . " 14¢
Latin America & the Caribbean 10.8 25 134 27 1287 4,398T -4.6 932 17,391 24
Latin America & the Caribbean
(excl. Mexico & Brazil) 9.8 30 27 12.2 30 86T 2,4327 -37 . . .
South Asia 19.9 22 18 496 39 3,3427 76,0867 26 586 2,833 43
South Asia (excl. India) 21.0 42 17 54.1 42 3,068T 12,8157 53 778 3,459 i
South-East Asia & the Pacific  15.1 15 35 12.3 16 5 4,9887 -4.0 1,253 8,269 14
Sub-Saharan Africa 319 47 49 422 29 4,8897 8,485T -4.5 3 i 39
Least developed countries 31.6 51 43 50.4 43 47107 19.6197 -4.4 5 ui &
North America 3.9 " 7907 50T 22.8 5,817 50,769
Eastern Europe & the CIS 82 3 7547 2887 29 1,509 9,959
Western and Southern Europe 3.3 2 1,1467 178T 15 6,156 36,088
QECD 52 6 2,0577 496T 20.1 5764 39,274
European Union 3.2 2 1,0877 1787 1.9 5780 36,137
Nordic countries 2.9 8 1157 oT -0.2 6,179 34 666

a. Data refer to 1990 or a year around 1990
b. Income poverty line is $14.40 (1985 PPP$) a day per persan.
¢, Data refer to a year or period other than that specified in the column heading.

d. Income poverty line is $4 (1990 PPP$) a day per person.
. Includes South-East Asia and the Pacific.

Source: Column 1. see technical note table 2.1; columns 2 and 3. calculated on the basis of data from UNICEF 1997 column 4: calculated on the basis of data from UNESCO
1996a; column 5: calculated on the basis of data from UNESCO 1996d and UNICEF 1997, column 6. UNHCR 1996a; column 7 International Federation of Red Cross and
Red Crescent Societies 1995; column 8: WRI 1996b, columns 9 and 10: UNDP 1996d; columns 11 and 12: $1-a-day data are from World Bank 1997h, $4-a-day data are
from Milanovic 1996, $14.40-a-day data are from Smeeding 1996 and national poverty line data are from World Bank 1996e and Lipton 1996g
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HUMAN POVERTY OF WOMEN AND CHILDREN

ANNEX TABLE A2.2

POLITICAL
SURVIVAL EDUCATION PARTICIPATION INCOME
Maternal Adult
mortality Under- llliteracy Female  Female Child  Parliamentary Female  Female
rate  Children  weight primary  secondary Children economic seats unpaid economic
{per dying  children Female enrolment enrolment notin  activity held by family  activity
100,000  before under  Female rate as ratio ratio  primary  rate women  workers rate
live age 1 age five rate % of (as % {as % school (% age {as % of {as % of (as %
lurths)  (thousands) (%) (%) malerate of male) of male) (%) 10-14) total)* total) of male)
HDI rank 1990 19495 1990-96 1985 1995 1995 1993-95 1993-95 1995 19596 1930 1995
High human development 56 2797 103 6 13 68 69
1 Canada 6 5 101 4 19 80 80
2 France 15 10 105 1 6 82 76
3 Norway 6 1 100 1 39 67 82
4 USA 12 61 100 4 i 76 80
5 leeland ; ; 3 ; 25 s 83
6 Netherlands 12 2 104" 7 28 91 65
7 Japan 18 11 101 0 8 82 66
8 Finland 11 1 101 1 34 38 86
9 New Zealand 25 1 104 1 29 Bb 77
10 Sweden 7 1 100 1 40 67 90
11 Spain 7 6 105" [ 20 62 54
12 Austria 10 1 101 0 25 75 65
13 Belgium 10 2 103 2 15 85 65
14 Australia 9 3 105 1 21 59 74
15 United Kingdom 9 10 105" 0 8 . 73
16 Switzerland 6 1 g4b 0 20 . 65
17 Ireland 10 1 105 0 14 37 49
18 Denmark 9 1 102" 2 33 97 84
19 Germany 22 9 101 3 26 & 69
20 Greece 10 2 a9 9 w 6 76 55
21 haly 12 8 W ; ’ : 0.4 10 63 57
22 Hong Kong 7 1 12 298 106 9 5 % 77 62
23 lIsrael 7 2 . . - ! 8 72 65
24 Cyprus . 0 . . . 102 3 5 83 62
25 Barbados . 3 165 a5 92% 22b 18 a7 80
26 Singapore 10 1 14 331 99 1 3 77 63
27 Luxembourg x " ; 102 1gb 20 84 56
28 Bahamas 0 2 138 99 101k 5 1 72 84
29 Antigua and Barbuda ¥ " . 100 2 " ; s
30 Chile 8 1 5 110 99 110 13 a 7 42 46
31 Portugal 15 2 » o : 7 .. 0 1.8 13 60 71
32 Korea, Rep. of 130 14 F 3 458 101 100 7 t 3 87 68
33 Costa Rica 60 2 2 5 96 102 109" 8 5.4 16 34 43
34 Malta .. . . . B . 99 0 . 6 . 35
35 Slovenia 13 0 . . - B 0 - 8 62 81
36 Argentina 100 33 , 4 101 89 1130 S50 45 20 - 43
37 Uruguay 85 2 7 2 75 100 ; 5 1.9 7 40 65
38 Brunei Darussalam g 0 17 225 g9 11 9 > . 55 56
39 Czech Rep. 15 2 : 2 % 102 15 ; 76 86
40 Tnnidad and Tobago 90 1 7 3 247 100 1194 e 19 54 56
41 Dominica . 82 g9 50 &
42 Slovakia 2 b ; 1 - 15 66 a7
43 Bahrain y 0 . 21 188 100 104 0 " 8 31
44 United Arab Emirates 26 1 ) 20 96 99 112 17 B 0 9 27
45 Panama 55 3 7 10 113 a8 11g" g 36 10 15 52
46 Fiji ; | " 174 100 : 1P i 6 20 39
47 Venezuela 120 25 B 10 118 B84 150" 12 09 B 34 50
48 Hungary 30 3 2 107 7 0.2 1 82 74
49 Saint Kitts and Nevis : ; : - __ 13 5 =
50 Mexico 110 153 14 13 154 100 ; 0 6.7 14 11 45
51 Colombia 100 46 8 9 98 68 113 15 6.6 10 74 59
52 Seychelles - .. ’ v " - 27 60 o
53 Kuwait 29 1 6 25 141 100 100 39 0 4 50
54 Grenada 100 - ! - . .
55 Qatar 0 20 a7 78 103 20 : 4 29
56 Saint Lucia 100 - a 14 !
57 Saint Vincent ! 100 - - e 10 42 p
58 Poland 19 13 a 109 3 ) 13 76 81
59 Thailand 200 62 26 8 212 70 = 16.2 7 B4 87
60 Malaysia 80 13 23 22 200 83 S 3.2 10 64 59
61 Mauritius 120 1 16 21 164 5 29 8 48 46
62 Belarus 37 3 ' 5 14 : ; i 84
63 Belize P 0 ) 99 138" 1 37 11 30
64 Libyan Arab Jamahiriya 220 28 5 37 307 97 75b 3 03 28
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ANNEX TABLE A2.2 (CONTINUED)

HUMAN POVERTY OF WOMEN AND CHILDREN

POLITICAL
SURVIVAL EDUCATION PARTICIPATION INCOME
Maternal
mortality Under- Illiteracy Female Child Parliamentary Female Female
rate  Children weight ———————— prmary Female Children economic seats unpaid economic
(per dying  children Female enrolment secondary notin  activity held by family  activity
100,000  before under  Female rate as ratio  enrolment primary  rate women  workers rate
lve age 1 age five rate % of (as % (a5 % school (% age {as % of (as % af fas %
births)  (thousands) (%) %) malerate of male) of male) (%) 10-14) total)* total) of male)
HDI rank 1990 1995 1990-96 1995 1995 1945 1993-95 1993-95 1995 1996 1980 1995
Medium human
development 193 2,2947 18 27 166 93 . 4 10.5 15 i 75
65 Lebanon 300 5 . 10 183 94 - . ! 2 37
86 Suriname 1 . 9 185 96 ’ ; - 16 42 46
67 Russian Federation i) 62 . 5 . 7 ! 8 83
68 Brazil 220 293 7 17 101 102 1230 10 16.1 7 46 53
69 Bulgaria 27 3 . s 102 10 A 13 89
70 lran, Islamic Rep. of 120 200 16 41 182 93 T 3 4.7 4 43 33
71 Estorua 41 0 ) i X 108"Y 76 = 13 : 85
72 Ecuador 150 29 17 12 148 91 " ’ 5.4 . 27 36
73 Saudi Arabia 130 33 ) 50 175 89 83 38 ) ) 19
74 Turkey 180 132 10 28 333 70 b 1.8 3 &9 57
75 Korea, Dem,
People's Rep. of 70 22 . ; . i ' 20 62 78
76 Lithuania 36 1 ! 3 : ) 18 a3
77 Croatia 1 ) . 108 18 7 74 72
78 Syrian Arab Rep 180 33 12 44 308 91 an 9 58 10 2 36
79 Romania 130 12 a 103 8 0.2 53 67 78
80 Macedania, FYR : 209 1 " 102 15 3 ” .
81 Tunisia 170 18 9 45 213 96 85" 3 i 7 49 45
82 Algena 160 84 13 51 195 92 90 5 1.6 7 b 33
83 Jamaica 120 1 10 11 57 96 1k o ! 12 : 86
84 Jordan 150 13 9 21 312 101 106" 11k 0.6 3 4 28
85 Turkmenistan 55 14 ! ! ! ! 18 81
86 Cuba 95 3 - S 123 im 15 4 23 5 61
87 Dominican Rep. 110 15 10 18 a9 105 144 19 16.0 10 43 42
88 Oman 190 5 12 o 96 95 29 0.4 19
89 Peru 280 62 11 17 312 9 G 13 25 11 ; 41
90 South Africa 230 127 9 18 101 - 121 4 i 24 A 59
91 Sn Lanka 140 1 38 13 194 100 = . 2.4 5 56 54
92 Latvia 40 1 .. .. 101 16 B 9 - 85
93 Kazakstan 80 22 - N - - o : = 11 9N 82
94 Paraguay 160 13 4 9 144 101 106 B 7.9 6 4]
a5 Ukraine 50 19 . ) N 4 81
96 Samoa (Western) 1 ) - 81 ' 4 8
97 Botswana 250 6 15 40 206 114 4 16.9 9 35 81
98 Philippines 280 152 30 & 113 98 102" 0 8.0 12 53 60
99 Indonesia 650 500 35 22 212 93 87 3 96 13 66 65
100 Uzbekistan 55 58 = 5 i 6 84
101 Mongolia 65 8 12 23 200 107 138 25 1.7 8 88
102 Albania 65 5 i Al R ™ 4 0.9 12 72
103 Armenia 50 3 w ) & 6 87
104 Guyana ; 2 3 185 100 > . 20 48
105 Georgia 33 4 99 18 7 79
106 Azerbaijan 22 11 A 12 75
107 Kyrgyzstan 110 10 ! - . . 0 5 84
108 China 95 1,722 16 27 269 98 4 1 11.6 21 B7
109 Egypt 170 206 9 61 168 Qg 86 1 1.2 2 62 41
110 Moldova, Rep. of 60 3 " & 5 : 86
111 Maldives ‘ 1 5 7 104 . . 59 b 29 77
112 El Salvador 300 14 11 30 114 66 116 21 15.2 11 58 50
113 Bolva 650 36 16 24 253 96 84 9 14.3 6 79 59
114 Swaziland . 5 ; 24 m i 18 5 13.9 B 59 55
115 Tajikistan 130 2 P i 1 i 1 4 3 76
116 Honduras 220 16 18 27 100 101 - 10 85 8 " 43
117 Guatemala 200 35 27 51 137 50 - 42" 16.3 13 21 36
118 Namibia 370 7 26 5 = 138" 8 220 59 68
119 Marocco G610 81 9 69 159 75 B4 28 | N B
120 Gabon 500 7 B a7 178 ; ” “ 178 5] ; 78
121 Viet Nam 160 157 45 9 257 80 ’ o 9.1 19 94
122 Solomon Islands . 1 : - o 292 2 5 93
123 Cape Verde b 1 36 195 99 100 0 14.3 11 54 57
124 Vanuatu 0 ; . 79b 26! ; :
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HUMAN POVERTY OF WOMEN AND CHILDREN

POLITICAL
SURVIVAL EDUCATION PARTICIPATION INCOME
Maternal
mortality Under- liliteracy Female Child Parliamentary Female  Female
rate  Children weight — primary Female Children economic seats unpaid economic
{per dying  children Female enrolment secondary notin  activity held by family  activity
100,000  before under  Female rate as ratio  enrolment primary  rate women  workers rate
live age 1 age five  rate % of {as % (as % school (% age (as % of {as % of (as %
births)  {thousands) (%) (%) male rate  of male! of malg) (%) 10-14) total)* tatal) of male)
HDI rank 1990 19495 19490-96 1995 1995 1995 1993-95 1993-95 1995 1996 1990 1995
125 Sao Tomé and Principe ! . - ! e . N . 7 54 .
126 Iraqg 310 169 12 55 188 89 68" 21 3.0 50 23
127 Nicaragua 160 14 12 33 94 104 114 14 141 1 ; 54
128 Papua New Guinea 930 18 35 37 196 87 ) N 19.2 0 " 76
129 Zimbabwe 570 60 16 20 209 I ov 29.4 15 § 79
130 Congo 890 20 24 33 194 ; e : 26.2 2 65 73
Low human development 753  5,0377 45 62 156 74 & = 223 7 43 58
131 Myanmar 580 212 43 22 198 87 & 3 24.5 i 76
132 Ghana 740 105 27 46 193 - ” . 13:2 " 63 101
133 Cameroon 550 65 14 43 192 . " 24 25.2 12 70 59
134 Kenya 650 137 23 30 219 s ! gr 413 3 5 86
135 Equatorial Guinea . 4 . 32 306 96 . . P 9 74 i
136 Lao People’s Dem. Rep. 650 40 44 56 182 87 71 32 271 a - 86
137 Lesotho 610 " 21 38 199 118 183 35 21.9 11 30 56
138 India 570 3,671 53 62 181 78 5 14.4 7 g4 50
139 Pakistan 340 819 38 76 151 68 " “ 17.7 3 33 38
140 Comoras B 4 i 50 138 b6 = a7 393 0 Z 76
141 Nigena 1,000 790 36 53 161 78 5 AX 258 5 46 55
142 Zaire 870 386 34 32 241 90 62 39 29.6 5 =2 76
143 Zambia 940 75 28 29 200 97 74 25 16.3 10 54 79
144 Bangladesh 850 537 67 74 146 88 540 38°% 30.1 9 6 76
145 Cote d'lvoire 810 9N 24 70 140 F ) 48 205 8 62 51
146 Benin as0 a1 B 74 145 60 . 48" 276 7 40 89
147 Togo 640 31 24 63 191 72 38" 22 286 1 54 65
148 Yemen 1,400 123 39 . ” 49 , 201 1 69 39
149 Tanzania, U. Rep.of 770 21 29 43 210 “ - 52 395 17 88 a5
150 Mauritania 930 17 23 74 1486 51 g 44 24.0 1 38 77
151 Central Africa Rep. 700 25 27 48 151 56 3 42 311 4 55 83
152 Madagascar 490 108 34 N i 113 o 2 35.8 4 - 81
153 Cambodia 900 78 40 = 44 : 24.7 6 104
154 Nepal 1,500 145 49 86 146 58 - - 45.2 5 55 68
155 Bhutan 1,600 16 38 72 164 25 2 553 2 ’ 66
156 Haiti 1,000 43 28 58 (BRI 39 744 254 3 37 73
157 Angola 1,500 133 . . . . ! 271 10 84
158 Sudan 660 144 34 65 155 85 - “ 29.4 5 40
159 Uganda 1,200 235 23 50 190 9N . 453 18 74 90
160 Senegal 1,200 46 20 77 135 . “ 46 314 12 74
161 Malawi 560 142 30 58 208 102 100 0 352 6 58 94
162 Djibouti i 5 i 67 169 18 ; 68 0 22
163 Guinea-Bissau 910 12 23 58 180 82 25M 44 379 10 4 65
164 Chad 1,500 65 3 65 172 54 ¥ i 383 17 78
165 Gambia 1,100 12 ' 75 159 72 54 45 37.2 ba 79
166 Mozambique 1,500 m 27 77 181 77 63 61 338 25 82 92
167 Guinea 1,600 90 26 78 156 49 38" e3° 34.1 7 B0 9
168 Eritrea 1,400 27 a4 " y 89 88 69 396 21 89
169 Burundi 1,300 63 37 78 153 69 67" 4g" 491 60 91
170 Ethiopia 1,400 625 48 75 137 29 : 42.3 : 67 70
171 Mal 1,200 163 31 77 127 68 50" 75 54.5 2 53 84
172 Burkina Faso 930 98 30 91 129 67 56 71 511 9 66 86
173 Niger 1,200 113 36 93 118 36 38" A 452 ) 24 7
174 Rwanda 1,300 71 29 48 160 106 78" 24% 41.7 17 70 a3
175 Sierra Leone 1,800 75 29 82 150 100 » . 15.5 6 74 54

PROGRESS AND SETBACKS 39



ANNEX TABLE A2.2 (CONTINUED)

HUMAN POVERTY OF WOMEN AND CHILDREN

POLITICAL
SURVIVAL EDUCATION PARTICIPATION INCOME
Maternal
mortality Under- llliteracy Female Child Parliamentary Female Female
rate  Children  weight primary  Female Children economic  seats unpaid economic
(per dying  children Female enrolment secondary notin  activity held by family  activity
100,000  before under Female rateas ratio  enrolment primary rate women  workers rate
live age 1 age five rate  %of (as % (as % school (% age (as % of {as % of (as %
births)  (thousands) (%) (%) malerate of male) of male) (%) 10-14) total) total) of male)
1990 1995 1990-96 1995 1995 1995 1993-95 1993-95 1995 1996 1990 1995
All developing countries 471 7,4047 33 38 159 88 - 9 16.0 12 48 67
Industrial countries 31 206T o = v s 5 o E 75 75
World 416 7,6107 i i i x 8 15.8 13 57 68
Arab States 380 4757 16 56 176 91 92 15 104 4 40 37
East Asia 95 8837 16 26 249 102 « 1 1.5 20 80 86
East Asia (excl. China) 99 227 _. 5 235 - 8 " 9 80 71
Latin America &
the Caribbean 190 4247 1 15 119 93 . 13 10.9 10 38 50
Latin America &
the Caribbean
(excl. Mexico & Brazil) 204 2027 12 14 119 92 " 15 84 12 47 49
South Asia 554 2,700T 50 63 157 77 “ 16.2 7 29 51
South Asia (excl. India) 520 865T 43 65 154 77 20.4 6 29 54
South-East Asia & the Pacific 447 6187 36 16 198 86 2 1.3 12 63 73
Sub-Saharan Africa a7 2,2591 N 51 158 79 3 327 12 5 74
Least developed countries 1,030  2,177T 42 61 155 75 i 45 326 9 43 76
North America 12 33T 101 4 12 786 80
Eastern Europe & the CIS 63 1377 % 8 8 * 82
Western and Southern Europe 14 231 102 3 18 b 66
OECD 34 2131 102 4 13 68 69
European Unian 13 277 103 3 16 71 67
Nardic countries 8 27 101 1 37 67 86

a. Data are as of January 1997

b. Data refer to latest available years

Source Columns 1 and 3: UNIgEF 1997, column 2- UN 1996b; columns 4 and 5. UNESCO 1996b; cofumn 6: UNESCO 1996¢; columns 7 and 8: UNESCO 1995b and 1997;
columns 9 and 12. ILO 1996b; column 10: IPU 1997; column 11 UN 1995d,
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CHAPTER 3

A dynamic process, poverty is a constant
struggle. Individuals, households and com-
munities have to cope with the deprivations
limiting their lives—seizing any opportunity
for escape. But as they struggle, the world
around them changes, presenting both new
opportunities and new threats.

Some people lift themselves from
poverty. Others stay poor. And still others
become newly poor. Poverty is thus con-
stantly being created and re-created. It dis-
appears in some places but reappears
elsewhere, at other times.

How do individuals, households and
communities resist, escape and recover
from poverty? What new conditions jeopar-
dize past gains and threaten to produce
more poverty? This chapter explores how
poor people are fighting poverty in the
rapidly changing world at the end of the
20th century.

Vulnerability, assets and coping
strategies

Poor people cope with a wide range of
adversities—cholera  epidemics, rising
prices, failed rains—against which they are
defenceless, and this vulnerability to deep-
ening poverty defines their lives. The poor-
est stay in poverty throughout the vear, over
the years, for a lifetime and pass poverty to
the next generations—the chronically poor
(box 3.1). The defining challenge of poverty
eradication is to strengthen people’s ability
to cope with these adversities—to build
resistance and resilience, to seize opportu-
nities for escape.

Most individuals, households and com-
munities develop complex and innovative
strategies to survive poverty and adversity,
tapping assets that help them cope. A family

Resisting new forces of poverty
in a changing world

that loses a job may rent out a room to make
up for the lost income. A woman facing crop
failure might mortgage her wedding jewelry.
Coping with the illness of a parent, children
as young as 10 might go out to work.
People’s assets reduce vulnerability and
build resilience against poverty. The more

BOX 3.1

Socially disadvantaged means chronically poor

Chronic poverty—sustained over many
years and sometimes carried from one
generation to the next—has a more seri-
ous effect on people than transient
poverty.

Studies of poverty that follow the
progress of the same people over time
show that long-term poverty is more likely
for certain social groups—such as immi-
grants in  Germany and African
Americans in the United States (box table
3.1.1). Of all the reasons for falling into
poverty, the most common are linked to
employment or marital status.

Evidence from a village in a drought-
prone region in India between 1975 and
1993 showed that while 40% of house-
holds stayed in poverty for six or more
years, about 10% suffered poverty for
only one or two years (box table 3.1.2).

Another approach is to estimate the
differences in exit time from income
poverty (with a given rate of GNP
growth) according to the depth of
poverty, Data in three Indian states
show that scheduled castes and tribes
suffer deeper poverty and that their exit
time would be much longer.

BOX TABLE 3.1.1

The ins and outs of poverty for
families with children in the
1980s

BOX TABLE 3.1.2
Exit times from income poverty
for rural households in India

Household
Poor for expenditures
Average Those three (as % of national
poverty who years or poverty Exit
rate escaped more line) time
(%) (%)* (%)* 1960-90  (years)
Germany Bihar
Nationals 7 27 1 Scheduled caste 64 30
Foreigners 18 20 4 Scheduled tribe 66 23
United States Other 94 10
White 15 17 10 Orissa
African Scheduled caste 76 10
American 49 8 42 Scheduled tribe 64 17
Other 94 2
a. The proportion of those in poverty whose in- West Bengal
come rose to 60% of the median at some later  Scheduled caste 75 12
date, b. The proportion of the population that i
has an incomg Ies'; than 50% of t?:l;pmedian each %inz?ulﬁ tribe ;g : g

year of a three-year period
Source: Duncan and others 1995,

Source: Shiva Kumar 1996,
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The assets to resist
poverty encompass
a broad range of
resources, tangible
and non-tangible

assets they have, the less their vulnerability
and the greater their ability to cope with
poverty, to resist it and to escape it. But any
erosion of these assets increases their vul-
nerability and insecurity.

Building people’s assets, empowering
them to fight poverty, should be the centre-
piece of poverty eradication. The state has
a responsibility to address structural
inequalities in the distribution of assets,
especially land, credit, housing and social
services. But public policy and develop-
ment efforts too often ignore:

* The potential to build on people’s
assets.

¢ The threat of those assets being eroded.
* The need to supply missing assets criti-
cal for survival and for equal participation
in society.

In economic terms an asset usually refers
to capital, whether physical or financial,
from which people may derive a future
stream of income. But the assets used 1o

resist poverty encompass a broader range of

BOX 3.2

Is time an asset?

Lack of time is an important factor in
the vulnerability of poor people and in
their access to opportunities.

There are only 24 hours in a day, but
does everyone need the same number of
hours for survival? Does everyone have
the same amount of disposable time—
and the same ability to determine how
to use time?

No. Much depends on whether a
person is a woman or a man and on the
size of the household and the conditions
in which the person lives.

Women especially suffer from a
shortage of time because of the triple
load they carry: child-bearing and -rear-
ing, family and household management
and production or income-earning
activities. Time-use studies find that in
almost every country women spend
more hours than men in work—paid
and unpaid. Human Development
Report 1995 showed that of the total
time spent in work, women on average
account for 53% and men for 47%. As
demands on women's time increase,
they share their work with their daugh-
ters and with other children, but very

rarely are household responsibilities
transferred to men.

Some circumstances—such as hay-
ing a water supply close to home and
transport to the workplace—increase
the time available. Others—such as
deforestation and pollution—reduce
the time available and increase the vul-
nerability of women,

The importance of time for poor peo-
ple has policy implications. For example,
in setting a poverty line based on the
income required for survival, policy-
makers need to recognize thadt survival
income will vary depending on how much
time is spent caring for children and the
sick and how much is available for

Policies that impose a financial bur-
den on families, such as a reduction in
health care benefits, may also impose a
time burden—with further repercus-
sions for the ability to escape poverty.
And policies that reduce the time bur-
den of poor people, such as by improv-
ing the water supply, can remove a
critical constraint on their ability to
escape poverty.

tangible and non-tangible resources—clas-
sified broadly as economic, social, environ-
mental and personal. Time might be
considered one of these assets (box 3.2).

Economic assets

Economic assets include land, livestock,
housing, labour and financial capital, which
provide a basis for generating income and
production. Except for labour, these assets
are often missing or scarcely accessible for
poor people.

Land is critical for rural people—and
for the three-quarters of the world's
income-poor who depend on agriculture for
their livelihood. About a quarter of the rural
poor in developing countries are landless or
do not have adequate security of tenure or
title. And even those who have land often
have holdings too small or unproductive to
provide a secure livelihood.

Housing—and a secure right to it—are
as critical an asset for the urban houschold
as land is for the farmer. The home is com-
monly where the microentrepreneur starts a
business. But housing rights are rarely pro-
tected, and the threat of eviction is a reality
for many urban dwellers.

Capital, derived from credit and sav-
ings, is another key asset that allows poor
people to seize market opportunities—such
as investing in a small business or using farm
inputs, Credit and savings also help families
through crises—drought, recession, ill-
ness—without having to resort to measures
such as selling off other assets or taking chil-
dren out of school. Only 2-5% of the 500
million poorest houscholds in the world
have access to institutional credit.

Social and political assets

People’s ability to draw on relationships
with other people, especially on the basis of
trust and reciprocity, is an asset—social
capital.

In times of stress the first resort for help
is usually family or other members of the
community. Faced with an illness, women in
poor neighbourhoods may share cooking
and child care. And people borrow from
one another—to meet immediate needs for
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food, water, electricity or health care.
Sometimes combining family units to create
larger households can also strengthen
resilience against poverty.

Such relationships of trust and reci-
procity are also the basis of community
organizations, which might negotiate with
government agencies for better services,
such as schools, dispensaries or water.
Groups can also form to take collective
political action, often building alliances
beyond the community (chapter 5).

Social assets can be eroded by stresses
in social relations, however, especially from
violence, alcoholism and other destructive
behaviour—and a lack of time to invest in
social relations.

Encouraging and nurturing social and
political assets are an important part of pro-
viding an enabling environment for helping
the poor resist poverty.

Environmmental and infrastructure assets

People rely on both natural resources and
infrastructure  to health and
livelihoods.

Roads and transport provide access to
markets and jobs and reduce isolation.
Social infrastructure enhances health and
knowledge. Water and electricity can be
tapped in setting up microenterprises. So
cuts in public spending on infrastructure
dig deeply into the assets of people.

Access to these assets is very unevenly
distributed, and poorer communities often
lack basic social services that are more plen-
tifully available in richer communities. On
average in developing countries, the pro-
portion of people without access to safe
water is only 13% in urban areas but 40% in
rural areas. And female illiteracy is 38% in
urban areas, compared with 66% in rural
areas. But even in urban areas houscholds
with less income pay more for services.
Water is piped into the rich suburbs but
trucked into the slums—where the poor
pay more, sometimes in cash, almost always
on time.

secure

In times of stress, people draw even
more on the natural environment, as a
reserve and as an important part of their
coping strategy. In times of crop [ailure,

farmers who normally cultivate maize or
rice might gather fruit or other food from
the forest. The depletion and pollution of
natural reserves erode an important asset.
Those affected might become ecological
refugees, moving to other rural areas or to
cities.

Personal strengths

The greatest personal asset is good health—
not just physical well-being but also the
toughness to cope with adversity.

Personal strengths also include skills
and talents. So people’s resilience against
poverty can be strengthened by education
and training that open a wider range of
opportunities. But people without formal
education have many skills—traditional
knowledge and other physical and intellec-
tual skills—that can be tapped to fight

poverty.
Uprward and downward spirals

All these assets, though listed separately,
are linked and often mutually reinforcing.
Mobilizing social assets can improve the
management of environmental assets.
People working together can help maintain
such common property as ponds, wood-
lots, pastures and drinking water sup-
plies—and ensure their sustainability.
Social assets can also reinforce economic
assets, The community solidarity that leads
to collective political action to negotiate
for better schools can bolster economic
assets by increasing the chances of
employment.

But the loss of any one of these assets
can lead to the loss of many others, induc-
ing a downward spiral. Lost income puts
stress on human relationships and can lead
to the loss of social and political assets—
and to conflict and violence. In poor urban
communities in Hungary, Mexico, the
Philippines and Zambia, women linked ris-
ing domestic violence directly to declining
male earnings, often combined with alcohol
abuse.

Economic pressure can also pit parents
against children, often because of greater
reliance on children's labour. Children may
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rebel against the added responsibilities—
parents may lack time and energy to super-
vise their children. And children may not
study or help in the home, or they might
take up drinking, petty crime and other
destructive behaviour.

Escalating crime and violence and
growing drug and alcohol abuse threaten
personal safety. Women especially become
reluctant to go out at night, and become iso-
lated as a result. All this reduces people’s
ability to participate in community activi-
ties, eroding their social assets and increas-
ing their vulnerability.

Economic crises push households
beyond the point at which they can sustain
reciprocity—so community credit systems

BOX 3.3

What does the feminization of poverty mean?

Women are poorer than men because
more households headed by women fall
below the income poverty line than
households headed by men. True? Yes
and no.

Surveys of household consumption
and expenditure in many countries of
North and South America, Europe and
the CIS show the incidence of income
poverty to be high among female-
headed households. But elsewhere
there is no difference between male-
and female-headed households—in
Indonesia, Morocco, Viet Nam and
Zimbabwe, for example.

Women and men experience poverty
in different ways. And the feminization
of poverty may be a question less of
whether more women than men are
poor than of the severity of poverty and
the greater hardship women face in lift-
ing themselves and their children out of
the trap. The wide range of biases in
society—unequal opportunities in edu-
cation, employment and asset owner-
ship among them—mean that women
have fewer opportunities. Poverty
accentuates gender gaps, and when
adversity strikes, it is women who often
are the most vulnerable.

In Zimbabwe gender equality was
achieved in primary school enrolment
by 1990. But when user fees were intro-
duced as part of a structural adjustment
programme, gender bias began to re-
emerge in rural areas.

Source: Moghadam 1996,

In Pakistan the gender gap in educa-
tion is pronounced, with 77% illiteracy
among women in 1995 but 51% among
men—and with primary school enrol-
ment among gitls at 68% of that for
boys. Women have fewer employment
opportunities than men in rural areas:
they rarely find work outside agricul-
ture, so their lack of access to land is par-
ticularly erippling.

China has made enormous progress
in gender equality, but it is still the girls
who are more deprived in poor families.
More than 80% of the children who
dropped out of school in 1990 were
girls, mostly in rural and remote moun-
tainous areas and among minority
groups. There are twice as many illiter-
ate women as men.

In Mexico poverty is mainly rural,
especially among large families. Many
poor women start work in childhood as
domestic servants, and with working
days of up to 12 hours they cannot
attend school. They tend to marry
young and have children while still ado-
lescents. In the shifts in the economic
environment during the structural
adjustment of the 1980s, women's
wages fell from 80% of men’s in 1980 to
57% in 1992.

In Russia, despite high levels of
education, women are concentrated in
low-wage occupations, and they were
the first to be let go during the
transition,
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break down. There may also be less co-
operation generally—women who have to
spend more time at work have less time for
community activities,

Downward spirals of poverty frequently
mean environmental degradation, and
environmental shocks can heighten poverty.
Droughts that lead to crop failure, for
example, cause poor people to scavenge
more intensively for wood or edible plants
or wildlife. They also cause herders to keep
their livestock close to water holes. All this
can cause greater deforestation and soil
erosion.

Environmental crises can then erode
social assets, as people facing diminishing
resources are forced to compete with one
another. In the Niger delta and surround-
ing drylands, many groups survive on live-
stock, farming and fishing. But successive
droughts have broken down reciprocal
relationships.

The result of these downward spirals:
poverty deepens, and people become less
able to pull themselves out of poverty as
families sell their land and animals or cur-
tail their children’s education. The loss of
assets transforms transient poverty into
chronic poverty that can extend to the next
generation.

A strategy for poverty eradication must
take into account all these interlocking
factors, including the different ways that
women and men mobilize assets to escape
poverty (box 3.3). Building on and re-
inforcing the assets of poor people helps
them fight poverty themselves.

Grass-roots development programmes
that have done this have been among the
most effective. One has encouraged a
Ugandan  community  stricken by
HIV/AIDS to develop a community adop-
tion programme for orphans, helped by a
UN volunteer. Another has encouraged
forest management through community
negotiations with logging companies,
helped by a bilateral aid programme.

And institutional and policy reforms are
needed to give better access and secure rights
to all the critical assets that are unevenly dis-
tributed. These include land, housing, credit,
physical infrastructure, education, health and
other social services (box 3.4).
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New global pressures, creating
and re-creating poverty

The dramatic changes that mark the last
decades of the 20th century present many
opportunities. But they also pose threats
that could undermine much of the success
in reducing poverty. The HDI, rising since
first reported in 1990, has for the first time
fallen for as many as 30 countries.

The world is rapidly changing, with the
globalization and liberalization of the world
economy, with the rise of new conflicts, with
the spread of HIV/AIDS, with the steady
deterioration of environmental resources,
with demographic changes, with the failures
of economic growth in Sub-Saharan Africa,
Latin America and the Caribbean and the
Arab States and with the transition to free
market economic systems and democratic
government. All this change puts added
stress on the lives of people. And the peo-
ple who already suffer deprivation in many
aspects of their lives suffer most.

These are among the factors driving the
poverty trends described in chapter 2—and
shifting the poverty profile around the
world (see box 2.7). Of the 30 countries
with declining HDIs, 10 are in Eastern
Europe and the CIS, 12 are in Sub-Saharan
Africa, and the rest are spread among other
regions, The main reasons for these
declines: falling GDP in Sub-Saharan
Africa, Latin America and the Caribbean
and the transition economies and falling life
expectancy due to armed conflict and
HIV/AIDS.

Conflicts and displaced persons

The casualties of conflict still represent only
a small proportion of the world’s poor peo-
ple. But 9 of the 30 countries whose HDI
values declined are among those with a
deadly, population-displacing conflict.

The end of the cold war settled several
long-standing disputes. But there has been
a steady rise in the number of conflicts
within national borders. Of the 30 armed
struggles in 1995, none was a war between
states. Instead, they were civil wars, guer-
rilla wars, separatist movements and ethnic
violence over territory or government. In

the past five years at least 1 million people
have died from conflicts.

Wars strike poor households and com-
munities because they strike civilian popu-
lations at large. Past battles were often
between standing armies, but wars today
affect primarily civilians. During the First
World War few casualties were civilians—in
Cambodia and Rwanda more than 90%
were.

Many of the casualties are women and
children. Around 2 million children died as
a result of armed conflict in the past
decade—partly because of the proliferation
of light weapons and the indiscriminate use
of land-mines. In 68 countries 110 million
land-mines lie undetonated.

The poor are also exposed because
modern wars are fought mainly in poorer
countries—all of today’s conflicts are in
developing countries or in Eastern Europe
and the CIS. Even when people flee the
fighting, they take refuge in neighbouring,
equally poor countries.

In 1995 there were 46 million displaced
people—one in every 120 people in the

BOX 3.4

Gender, poverty and property rights in South Asia

In most of South Asia the majority of
poor women depend on agriculture for
their livelihood—even more than men,
who have broader opportunities. In
rural India in 199394, 86% of women
workers were in agriculture, compared
with 74% of men.

But few women own or control
land—and this handicaps them in
warding off poverty for themselves and
their families. Lack of access to land is
especially critical for the 20% or so of
rural households in Bangladesh and
India that are headed by women as a
result of widowhood, desertion or male
migration.

Many factors obstruct women’s
access to land. Legal: inheritance laws
for agricultural land favour men in many
communities. Social: son preferences,
patrilocal marriages and in some regions
female-seclusion  practices  restrict
women's ability to claim and manage
land. And administrative: under land
reform and settlement schemes land is

Source: Agarwal 1996 and Folbre 1996.

typically distributed to male heads of
household.

Land titles secure production oppor-
tunities for women, increase their bar-
gaining power with employers and
provide mortgageable or saleable assets
for times of crisis. In most regions land-
less households tend to be more prone to
poverty than those with even small plots,

Property rights for women would
reduce the risk of poverty for them-
selves and for their families. Many stud-
ies show an antifemale bias in resource
allocation within households.

Unequal access to land and property
rights is widespread not just in South
Asia but in all regions. In Zimbabwe the
1980 constitution did not guarantee
women legal rights of joint ownership.
And the land reform scheme considered
only widowed women with dependents
eligible, excluding women on their
own—single, deserted, divorced. Land
reform elsewhere, such as in China and
Cuba, also left most women out.

RESISTING NEW FORCES OF POVERTY IN A CHANGING WORLD
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FIGURE 3.1

Projected reversals in human
development due to HIV/AIDS
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world—who had been forced to flee from
home. Of them, 26 million were displaced
in their own country, 16 million were
refugees in other countries, and 4 million
were considered “refugee-like”. Of the
total, 40 million were in developing coun-
tries, 6 million in industrial or transition
countries. At the end of 1994, 23 countries
with low human development had 50,000
refugees or more. Consider Sudan, with 4
million internally displaced people and
730,000 refugees from other countries,

The number of refugees alone has
increased dramatically—from 2.5 million in
1960 to 16 million in 1995. The numbers
for Asia and Eastern Europe and the CIS
countries peaked in 1992-93, but the num-
bers continue to rise in Sub-Saharan Africa.

Conflicts in poor countries block or
handicap poverty eradication efforts. Quite
apart from the direct impact of widespread
destruction, conflicts divert important
resources from development.

In addition to those affected by warfare,
many poor people fall victim to the sup-
posedly “peaceful” alternative—economic
sanctions. Although sanctions are aimed
primarily at those in power in renegade
regimes, the politically connected and
wealthy are able to avoid much of the

BOX 3.5

Occupied  Territories

defined income poverty line.
With  the

peace process,
Source: UNDP 1997.

Eradicating poverty—essential for consolidating peace

Despite much progress on the political
front, Palestinians have yet to collect the
elusive peace dividend. Indeed, per
capita income has dropped as much as
25% since 1992. Closure of the
means  that
Palestinians cannot take jobs in the
Israeli economy, and merchandise traf-
fic in and out of the territories has been
cut substantially—60% for Gaza and
40% for the West Bank. Two-thirds of
the population live below the locally

institutions  of
Palestinian Authority in place by mid-
1996, tackling poverty took on renewed
urgency. Poverty eradication was viewed
as essential both for its development
benefits and for continuation of the

With the support of the international
community, the Palestinians have
accomplished two urgent tasks. They
launched an emergency programme to
mitigate the effects of unemployment
(and poverty) caused by the closure of
the territories. And they set up the basic
institutions  of open, participatory
governance,

A broader and longer-term human
development strategy also is being for-
mulated, aimed at building capacity for
governance in the Palestinian Authority
the and at employment generation, private
sector growth, gender-sensitive policy-
making, rural development and the pro-
vision of health, education and housing
services. These policies aim to instil hope
for the future and confidence in the long-
term benefits of peace.
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impact—leaving poor people to suffer
most.

In Haiti during sanctions drinking water
supplies were cut by half. Garbage collec-
tion ceased, and sewage treatment plants
were not maintained. One study found that
the price of staple foods increased fivefold
and that the proportion of malnourished
children increased from 5% to 23%.

In Irag under sanctions life expectancy
fell from 65 years in 1990 to 57 years in
1994. Today an estimated 30% of the pop-
ulation lives in human poverty.

Economic sanctions are a blunt instru-
ment. They need to be re-evaluated as a
policy choice. Sanctions can be far better
targeted to the political elite by freezing
bank accounts, denying travel visas and air
connections, imposing arms embargoes and
taking other actions that lessen the damage
inflicted on the general population.

Before sanctions are imposed, their
likely effect on people, especially the poor
and most vulnerable groups in society,
should be assessed. Ways must be found to
allow imports of drugs and medical sup-
plies and to process applications for
exemptions for imports for humanitarian
activities.

Poverty cannot be eliminated without
progress in conflict prevention—and with-
out addressing the special needs of the
casualties. One of the main problems for
poor households and communities caught
up in conflict is the inadequacy of today’s
svstem of global governance—it simply was
not designed for dealing with internal con-
flicts. Stronger and more effective interna-
tional instruments and mechanisms are
needed to address:

* The internally displaced who are out-
side the scope of the Geneva Convention.
* Rapid conflict resolution.

* Reconstruction programmes after con-
flict, especially demilitarization and mine
removal.

* Control of arms sales, especially of arms
that maim or kill civilians.

Finally, without human development,
peace will continue to be threatened by
poverty (box 3.5). Poverty and conflict feed
each other. Economic stagnation and com-
petition over livelihoods, resources and
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opportunities contribute to social conflicts
of all kinds—between farmers and pas-
toralists, between ethnic groups, between
people of different religions. These con-
flicts feed or give rise to confrontations, civil
wars, even genocide.

HIV/AIDS

The HIV/AIDS pandemic is creating a new
wave of impoverishment—and reversing
earlier gains. Among the 30 countries with
declines in HDI values, several suffered
these setbacks in part because of
HIV/AIDS—Botswana, Burundi, Came-
roon, Congo, Kenya, Rwanda, Togo and
Zimbabwe, Botswana and Zimbabwe made
huge strides during the 1970s and 1980s
but have lost 5-10 years in life expectancy,
bringing them back to the 1960s.

Projections to 2010 put life expectancy
in Botswana at 33 years (it would have been
61 without AIDS) and in Burkina Faso at
33 years (rather than 61). Child mortality is
likely to increase to 148 per 1,000 live births
in Botswana (not decline to 38). In 18 of
the 22 mostly Sub-Saharan African coun-
tries studied, HIV/AIDS would reduce life
expectancy by at least 10 years, and in 14 it
would push child mortality up by at least 50
deaths per 1,000 live births (figure 3.1).
These are consequences not only of
HIV/AIDS-related deaths, but also of the
impact of the pandemic on development.
Other diseases blight the lives of many
more. Every year, malaria affects at least
500 million and kills 2 million and diar-
rhoea kills nearly 3 million children. But
HIV/AIDS has had the most devastating
impact in the decade since it hit. If
unchecked, it will reverse poverty gains
quickly and dramatically.

The impact of HIV/AIDS on poverty
shows the two-way relationship between
poverty and illness. The common percep-
tion of AIDS in the 1980s was as a disease
of promiscuity and drugs in the industrial
countries—there is no doubt now that
AIDS is closely linked to poverty. Poverty
offers a fertile breeding ground for the epi-
demic’s spread, and infection sets off a cas-
cade of economic and social disintegration
and impoverishment,

Of the 23 million people with
HIV/AIDS, 94% are in the developing
world, with most in Sub-Saharan Africa (14
million) and South and South-East Asia
(5.2 million) (figure 3.2). The incidence of
HIV infection in poorer countries (750 per
100,000 people) is more than 10 times that
in industrial countries. And the spread is
faster—especially in South and South-East
Asia and in Eastern Europe. Of the 3.1 mil-
lion new infections among adults in 1996,
1.3 million were in Sub-Saharan Africa and
1.5 million in South and South-East Asia.
The spread of HIV/AIDS has slowed in
North America and Western Europe, and
there is some evidence of falling rates of
infection in two of the high-incidence
developing countries, Thailand and
Uganda.

High-income earners and elites are not
spared infection. But often, as in Brazil,
Thailand and Uganda, the victims are pre-
dominantly the very poorest—particularly
exposed since they often lack education,
information and access to social and health
services. They are also most exposed to the
social dislocation from rapid urbanization,
civil unrest and armed conflict.

The pandemic in Latin America and the
Caribbean is concentrated among the
urban poor in the shanty towns of Mexico
City, Sao Paulo and Rio de Janeiro. In the
United States the rate of increase between
1989 and 1994 was 14% for white men but
61% for Hispanics and 79% for African
Americans. Particularly hard hit in the
United States are African American
women: they make up two-thirds of all
HIV-infected women, and more African
American children are infected than chil-
dren of all other races combined.

Women in poor communities are espe-
cially vulnerable. In most cultures they have
little power to refuse sex, and if they insist
on using a condom they may risk physical or
economic retaliation. In societies tolerant
of men's extramarital sex, women are
exposed to the promiscuity of their
partners.

When HIV/AIDS strikes, the effect can
be catastrophic for the family. Besides the
loss of income, the expense of caring for the
stricken rapidly eats up the family’s financial
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reserves. One study in rural Thailand
showed that more than half of a household's
income could be spent on caring for the
sick. Families may have to sell such eco-
nomic assets as land or cattle, deepening
their poverty, or go into debt borrowing at
high interest rates. They may also prejudice
any escape from poverty by taking their chil-
dren out of school. One of the most tragic
consequences: the rising number of
orphans. One study of 15 countries in Sub-
Saharan Africa projects a doubling in the
number of orphans by 2005—t0 4.2 million.

The projected increase in child mortal-
ity is not only a result of high rates of mother
to child infection at birth. The reduced
capacity of a household to secure a liveli-
hood when its productive members are sick
or have died also affects the health and
mortality of children. And the epidemic
puts a tremendous burden on already over-
stretched health services, reducing the
quality of care.

Stemming the spread of HIV/AIDS
requires changing behaviour and strength-
ening the assets of people and communities
to cope as well as possible. Concerted

BOX 3.6

Successes in the response to HIV—Thailand and Uganda

Twvo of the countries most affected by
HIV/AIDS—Thailand and Uganda—
have also demonstrated some of the
best ways to tackle the problem. Both
quickly recognized that the issues are
not just medical but developmental—
and that the response needed to be
broad and multisectoral. Surveys show
that this approach is bringing results.
More people are avoiding high-risk
behaviour, and rates of infection are
coming down for some groups. The
experience in both countries demon-
strates the importance of:

* Providing political leadership—The
problem was accepted as a special
responsibility of the prime minister in
Thailand and of the president in
Uganda. There were also appropriate
budgets. Thailand spent $47 million
per year—$0.80 per capita, well above
India’s $0.01 per capita. In addition,
the subject was debated freely and
openly.

Sowrce: Lavollay 1996.

*  Empowering conmmunities—The cam-
paign actively involved communities and
NGOs. They helped shape national poli-
cies and strategies, not just fill in gaps in
government services.

* Mobilizing  employers—A  national
dialogue involving government, NGOs
and employers led to a consensus on the
need to protect a healthy and productive
workforce. Rather than discriminating
against workers living with HIV, employ-
ers agreed to help deal with the eco-
nomic and social consequences of the
epidemic.

»  Addressing socio-economic  issues—
The programmes addressed key issues
affecting vulnerability, including urban-
ization, migration, poverty and gender
disparity—as well as cross-border fac-
tors. They also focused on human rights,
such as the right to confidential testing
and access to basic treatment. And they
addressed the special needs of chil-
dren—particularly orphans.

national efforts aimed at changing behaviour
are beginning to show results. The involve-
ment in policy and programmes of people
living with HIV/AIDS and of the communi-
ties most affected is proving essential for
effective response to the epidemic, In
Thailand, which has had one of the most
comprehensive campaigns to change high-
risk behaviour, infection among military
conscripts dropped from 3.6% to 2.5%
between 1993 and 1995, Uganda has also
led in prevention strategies, reducing the
rate of infection among some pregnant
women from 21% in the early 1990s to 15%
in the mid-1990s (box 3.6).

Yet the epidemic continues to spread. In
many countries it has yet to be acknowl-
edged as a developmental problem. And
tackling it means dealing with ingrained cul-
tural values and prejudices—particularly
those about women—and adopting a mul-
tisectoral strategy. The legal, ethical and
human rights issues are complex. Few coun-
tries have really taken them on—with most
failing even to offer voluntary and confi-
dential HIV testing.

Most of the international effort so far has
been scientific research, producing knowl-
edge and drugs to prolong survival. But
treatments at $25,000 per person a year are
unimaginable for the poor. There has been
little progress in bringing prevention and
relief to the millions of poor individuals,
households and communities most affected.

Environmental degradation on
marginal lands

Almost half the world’s poorest people—
more than 500 million by the most conser-
vative estimate—live on marginal lands in
the Sahel and in the upper watersheds of
the Andes and Himalayas. Under current
policies and conditions, that number will
rise to 800 million by 2020. The livelihoods
of all these people are directly and acutely
affected by natural resource degradation.
Marginal lands include drylands,
swamps, saline lands and steep slopes (but
sometimes the definition is broadened to
cover all degraded or fragile areas or all
areas lacking favourable natural resources
and socio-economic conditions). By defini-
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tion, the ecosystems of these areas are frag-
ile. Soils are susceptible to erosion. Rainfall
is highly unstable. The areas are often iso-
lated, unreached by well-developed socio-
economic infrastructure. And the recent
environmental stresses of deforestation,
prolonged droughts, erosion and dwindling
surface and ground water all increase the
risks for the poor and vulnerable.

These areas are by no means “marginal”
for the world population. Drylands alone
are home to some 1.5 billion people, 35%
of the developing world’s population—
about 37% of the people in Asia (1.1 bil-
lion), 34% in Sub-Saharan Africa (180
million), 59% in the Arab States (140 mil-
lion) and 26% in Latin America and the
Caribbean (120 million).

In China almost all of the 65 million
officially recognized income-poor live in
remote and mountainous rural areas. In
many of these villages at least half the boys
and nearly all the girls do not attend school.
Overall, the highest incidence of poverty
occurs in arid zones. A recent study of 10
Sahelian countries showed human poverty
worsening from wetter to drier zones; the
HPI is only 26% in humid zones but soars
to 61% in arid zones (figure 3.3).

The links between environmental
degradation and poverty—in all its dimen-
sions—are thus strong and complex.
Progress in eradicating poverty needs
actions to reverse two trends.

First, the growing claims on common
property resources are making the poor
even less secure, and population pressure is
adding to the demands. Such resources—
not just water, fuel and grazing areas but
also nuts, berries and medicinal herbs—are
particularly important in the most arid
zones, providing livelihoods for many of the
very poorest in a community, A study in
seven states in India showed that the poor-
est families derived 15-25% of their income
from these resources.

With traditional social structures weak-
ened by social change, traditional rights are
not always upheld and protected. Conflicts
between farmers and herders are proliferat-
ing in Africa, Asia and elsewhere. Market
forces also put pressure on common prop-
erty resources, and policies protect neither

the environment nor the poor. In Brazil a
tax exemption for agricultural land made it
attractive for rich groups to buy and cut
forests, adding to the impoverishment of
those depending on the forests.

Second, low levels of agricultural pro-
ductivity combine with population growth
and marginal lands to create a downward
spiral, particularly in Sub-Saharan Africa.
There, population growth has outstripped
growth in agricultural production, which
averaged about 2% a year in 1965-80, then
1.8% in the 1980s. Food imports rose by
185% between 1974 and 1990, food aid by
295%.

Growing populations have led to such
environmentally damaging adaptations as
overgrazing, shortened fallow periods and
the extension of cultivation onto rangelands
and slopes. People fleeing drought, armed
conflict and economic downturns in cities
also add to the pressure. And environmen-
tal degradation creates incentives to have
larger families.

What is needed to reverse these trends?
One key is much higher priority for techno-
logical progress in agricultural systems that
can intensify production and lessen stresses
on the environment. In the Machakos
District in Kenya, the population has been
growing fast, but poverty has nevertheless
declined and pressure on the environment
has eased. Intensive action and investment in
development overall—especially to improve
productivity and the sustainability of the
environment—are the reason. Paradoxically,
the increases in population—and thus in the
labour force—permitted the adoption of
labour-intensive  conservation measures.
Elsewhere in Kenya and in Burkina Faso,
Burundi and Nigeria, people also have found
environmentally sustainable solutions.

Such experiences show that marginal
areas need not be marginal for develop-
ment. They can support large populations,
and investing in these areas is not an eco-
nomic loss.

Poverty in marginal ecological zones
needs greater policy attention. Investment
in sustainable technology should rise to the
top of the international and national
research agendas, which have so far
favoured production in resource-rich areas.
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More than 500
million of the
world’s poorest
people live on
marginal lands
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It is time to shift attention from resource-
rich to resource-poor people’s livelihoods,
from rice and wheat to millet and sorghum,
from irrigated systems to low-rainfall,

integrated-livelihood systems (box 3.7)

BOX 3.7

The second green revolution—technology for sustainable
development on marginal lands

The technological force behind the
reduction of rural poverty has been the
development of high-yielding varieties
now widely used in developing coun-
tries—on 74% of areas growing rice,
70% wheat and 57% maize. The vari-
eties are especially widespread in China,
India, South-East Asia and the Pacific
and many parts of Latin America and
the Caribbean where advances have
been made in reducing rural poverty.

But the same technological break-
throughs have not occurred for crops like
sorghum, millet and cassava—the staple
crops grown by poor farmers, consumed
by poor people and grown on less pro-
ductive marginal lands. Investments are
needed to develop the technology for the
poor farmer’s green revolution.

Yields for these crops have grown
only slowly in contrast to the dramatic
rise for wheat, rice and maize (box fig-
ure 3.7). This is part of the story of lag-
ging agricultural production and rural
poverty in Africa, where increases in
production and yields have been slow-
ing and falling behind population
growth.

The second green revolution—for
poor farmers on marginal lands—
should not be a copy of the first. It
should aim at environmental sustain-
ability, low-cost inputs and higher
returns for small-scale holdings—and
at minimizing risk for poor farmers. It
should focus less on crops and more on
systems, on finding ways to diversify
production and use the range of nat-
ural resources available. It should
focus on tree crops, agroforestry and
mixed livestock, pasture and crops.
The revolution must learn from indige-
nous systems developed over centuries
that have enabled people to survive in
the most hostile and fragile environ-
ments. It must also consolidate the
community’s capacity for collective
action and bolster social capital.

BOX FIGURE 3.7

Poor people’s food crops have
benefited little from advances
in technology
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A serious obstacle to poverty reduc-
tion is the inadequate effort made so
far to develop technologies for mar-
ginal lands—only a quarter of interna-
tional agricultural research resources
have been devoted to marginal lands.
Researchers are attracted to more prof-
itable activities, especially biotechnol-
ogy for industrial countries. Higher
priority is also required at the national
level. All countries that had technolog-
ical breakthroughs had well-function-
ing national research systems that
emphasized major food staples. Sri
Lanka in 1966-83 successfully directed
research to small farmers and lagging
zones. In Africa the parlous state of
agricultural research is a serious obsta-
cle to poverty-reducing growth.

Source: Broca and Ohram 1991 and Lipton 1996a.

Changing demographic structures

One of the most dramatic changes of the
20th century in developing countries, the
demographic transiion—from high birth
and death rates to low birth and death
rates—brings rapid increases in population
size and density. It also changes the age
structure of the population and of families.
And in the process it can either help or
handicap the escape from poverty.

Early in the transition—with many
more children than adults and rapid popu-
lation growth—the demographic structure
handicaps poverty reduction. It weakens
the potential for savings. It reduces the
resources for improving health and educa-
tion. And it puts pressure on natural
resources. [t also weakens women’s health,
equality and autonomy—because women
end up with reduced options for education
and income-earning work.

The situation reverses later in the tran-
sition, when the age structure is less heavily
weighted towards the very young. Adults
with fewer or older children can save more,
pay more taxes and have more time for pro-
ductive activities—and improve their
health and skills.

A large and dense population can also
contribute to poverty reduction. Some areas
in Sub-Saharan Africa suffer from low pop-
ulation densities that make it very expensive
per capita to provide infrastructure and ser-
vices. A larger and more concentrated pop-
ulation can increase demand and generate
trade. More important, it stimulates cre-
ativity and innovation—and  speeds
improvements in access to basic services.

Countries in the later stages of the tran-
sition have succeeded most in bringing
down mass poverty—the greatest number
of them in East Asia and South-East Asia
and the Pacific, and in South Asia and Latin
America and the Caribbean. Fertility rates
remain high in Sub-Saharan Africa, the
Arab States and South Asia (figure 3.4).
Differences between rich and poor groups
are similar across countries. Brazil’s average
annual population growth rate was 2.6%
during 1955-95—though 1.6% for the half
initially richer and 3.2% for the half initially

poorer.
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Why do poor parents see large families
as advantageous or even necessary for sur-
vival? The need for children to support
parents in old age and the security that
comes from having many children when
many die in childhood are well known.
Less well understood is the need for more
children in households that face demands
on time just for survival.

Children in the poorest families are
often out of school and working from a
very young age, as young as five. They do
the work that their mothers lack the time
to perform. In rural areas where environ-
mental degradation adds to the time
needed to fetch water and fuel, a solution
for already overworked women is to have
more children. In dry seasons women
spend up to five hours a day on these tasks
in Africa and India. Women are already
time-poor, and having more children, espe-
cially girls, can ease the load.

Under these circumstances, having
many children builds assets and reduces
vulnerability. Thus it is a rational coping
strategy in the face of acute time shortage.
It secures survival even if it means reduc-
ing opportunities for education and sav-
ings—two key means for households to
work their way out of poverty. High fertil-
ity is thus a brake on escape from poverty
in the long term and a coping strategy for
building assets for the poor family in the
short term.

Accelerating the demographic transi-
tion will help speed poverty reduction,
especially in much of Sub-Saharan Alfrica,
South Asia and the Arab States, where fer-
tility rates among younger women continue
to be high.

Accelerating the transition means creat-
ing conditions that encourage parents to
have fewer children. Better health condi-
tions mean children  survive.
Expanding employment opportunities
encourage parents to invest in the educa-
tion of each child.

Even more important is to relieve the
constraints on women’s time and promote
a greater role for them in household deci-
sion-making—and to educate girls, the sin-
gle most important factor associated with
lower fertility.

more

Failures of economic growth

Economic growth can be a powerful means
to eradicate poverty. It can raise the produc-
tivity and incomes of poor people, expand-
ing opportunities and choices in a variety of
ways. Sustained national GDP growth, com-
bined with rising wages and productivity, was
an important part of the historic ascent from
poverty, in the industrial countries—and in
the past 30 years in such countries as China,
Indonesia and Malaysia, which have dra-
matically reduced poverty in income and
other critical dimensions.

But these successes contrast with pre-
sent realities. In too many countries growth
has failed to reduce poverty, either because
growth has been too slow or stagnant or
because its quality and structure have been
insufficiently pro-poor.

And there is controversy about the
importance of economic growth to poverty
reduction. Growth optimists point out that
poverty usually declines more quickly in
faster-growing countries and that most of
the poor gain almost everywhere during
periods of rapid growth. Growth pes-
simists point to the damage that adjust-
ments that facilitate growth can cause,
particularly to the disruptions that harm
the poor—including shifts in employment
patterns, changing prices and environmen-
tal pollution.

In fact, both optimists and pessimists
have a case. Economic growth does con-
tribute to poverty reduction, but there are
still losers from the adjustments that growth
requires. And economic growth explains
only about half of poverty reduction. The
rest depends on good policy to harness the
growth for poverty reduction.

Having no economic growth is almost
entirely bad for poor people. Without eco-
nomic growth, it is almost never possible to
reduce income poverty, and even advances
against other aspects of human poverty, such
as illiteracy or child mortality, cannot be sus-
tained without economic growth (box 3.8).

The war between growth optimists and
pessimists is both phony and counterpro-
ductive. It detracts attention from the
much more important issues for poverty
reduction:
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BOX 3.8

The phony war between growth optimists and growth pessimists

Isn’t economic growth, as many ask,
bad for poor people? Growth pessimists
emphasize how particular groups have
become poor because of changes
accompanying  growth—shifts  in
employment patterns, environmental
pollution, social dislocation and cultural
destruction. Growth optimists empha-
size how economic growth has boosted
the incomes of poor families.

Both are right.

Growth typically helps poor families
increase their incomes. Careful review
of evidence on income distribution and
poverty available for the first time in
many countries shows that in most
places and times, faster growth is asso-
ciated with proportionate gains in
income for all income groups, including
the poorest. Correspondingly, during
periods of economic decline, everyone
loses, Moreover, as Human Development
Report 1996 showed, economic growth
does not have to increase income
inequalities.

But there is wide variation in how
well growth reduces poverty—and some
exceptions. A recent review of 95 time
periods around the world shows that the
income of the poor generally improved
during periods of growth. But in some
cases it worsened. And in two cases the
income of the poor improved during
periods of economic decline (box table
3.8.1).

Another analysis, looking at 59
nationwide household surveys, shows
wide variation in the incidence of
income poverty for countries with simi-
lar levels of income (box table 3.8.2).
International variation in average pri-
vate consumption is associated with
50% of the variation in the incidence of
poverty, With average income of
$114-$130 a month, the predicted inci-
dence of poverty would be 6-7%. But
six countries with this level of income

had an incidence of poverty ranging
from 2% to 26%.

Even if growth helps the vast major-
ity of poor people, some become worse
off. Growth inevitably induces changes
and adjustments that harm the poor—
reductions in government employment,
social services and expenditures. In some
countries even efficient market-led
growth—such as technical progress or
trade expansion—reduces demand for
unskilled workers. In South Asia people
with little education but specific skills in
craft production are sidelined by techni-
cal progress. In these dislocations it is
often the less educated, adaptable and
mobile who lose—but also those who
have less political and social clout, espe-
cially women.

Even less automatic are the links
between economic growth and reduc-
tion in other aspects of human
poverty—such as illiteracy, a short life
span, ill health, lack of personal security.

Distribution, government policies
and public provision hugely affect the
translation of a given level of consump-
tion—and probably its growth—into
poverty reduction.

BOX TABLE 3.8.2

Growth explains only part of
poverty reduction

Countries with average private
consumption of $114-$130 a month

Population below
the $1-a-day
poverty line
(%)
Country 1989-93
Panama 26
South Africa 24
Mexico 15
Bolivia 7
Turkmenistan 5
Lithuania 2

Source: Lipton 1996d and UNDP 1997,

BOX TABLE 3.8.1

Economic growth normally helps people escape from consumption
poverty but neither worsens nor helps equality

Periods of growth Periods of decline
(88) (7)
Indicator Improved  Woarsened Improved Worsened
Inequality 45 43 2 5
Income of the poor 77 1 2 5

Source: Deininger and Squire 1996.
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* How to accelerate growth.

* How to forge a pattern of growth that
promotes poverty reduction—pro-poor
gr()wth.

The need to aceelerate growih

A serious obstacle to reducing mass
absolute poverty in recent decades has been
economic stagnation and decline. While
Asia achieved poverty reduction with high
growth, in other regions both growth and
poverty reduction have been slow or nega-
tive. In 97 of 166 countries, per capita
incomes in 1994 were lower than the peaks
before 1990—in 37 of them before 1970.

How much does growth need to be
raised to make substantial inroads into
income poverty? A recent study estimates
that a 20% drop in the proportion of people
living on less than $1 a day requires about a
10% increase in mean income. This implies
that per capita GDP growth of 3% a year
would be needed to halve the incidence of
poverty in a decade.

The 3% rate is far higher than the
growth rates in countries with mass poverty,
except in East Asia, where per capita
growth was 12.4% in 1990-94, and South-
East Asia and the Pacific, where it was 5.1%.
Per capita growth was negative in Sub-
Saharan Africa (-2.4%) and the Arab States
(—4.5%) and very low in Latin America and
the Caribbean (1.3%).

After the “lost decade” of the 1980s, the
1990s are thought to be a decade of recov-
ery. But the recovery has been slow, reach-
ing too few countries. Thirty countries had
a growth rate averaging 3% per capita or
more over 1990-94. And projections to
1997 show the number falling to 24 coun-
tries, 14 of them in Asia (table 3.1).

To halve poverty in even 20 years would
still require a dramatic acceleration in eco-
nomic growth beyond current rates. In Sub-
Saharan Africa, for example, annual per
capita growth would have to be 1.4%, com-
pared with the —2.4% in 1990-94.

Promoting pro-poor growth

Economic growth, though essential for
poverty reduction, is not enough. Growth

HUMAN DEVELOPMENT REPORT 1997



must be pro-poor, expanding the opportu-
nities and life choices of poor people.
Economic growth contributes most to
poverty reduction when it expands the
employment, productivity and wages of
poor people—and when public resources
are spent to promote human development.
Human Development Report 1996 showed
how a virtuous cycle of economic growth
and human development takes over when
the pattern of growth is labour-using and
employment-generating—and when there
are rapid improvements in human skills and
health, In fact, reducing poverty can be
good for growth (box 3.9).

Another important condition is initial
equality. Income poverty is reduced more
quickly where equality is greater. Recent
studies have estimated that annual per
capita GDP growth of 10% would reduce
the incidence of income poverty by 30% in
relatively egalitarian societies, with a Gini
coefficient of 0.25, and by only 10% in less
equal societies, with a Gini coefficient of
0.50.

Growth does not help poverty reduc-
tion when big chunks of GDP go out of the
country in public spending that neither
advances human development nor benefits
the poor—such as to pay international debt
or purchase weapons.

How effectively economic growth is
channelled to improving the incomes of the
poorest can be seen by comparing the
growth of average per capita income with

TABLE 3.1
Countries with per capita GDP
growth of 3% or more

Regional
Number of  per capita
countries growth
(%)
1990- 1995- 1990-
Region 94 97 94
East Asia 3 3 12.4
South-East Asia
and the Pacific 8 7 5.1
South Asia 4 4 2.1
Latin America
and the Caribbean 7 2 1.3
Sub-Saharan Africa 5 5 -2.4
Arab States 2 2 -4.5
Developing countries 30 24 45
Eastern Europe
and the CIS 0 L 9.1

Source Human Development Report Office

the growth of the incomes of the poorest
20%. In Brazil in 1971-89, real GNP per
capita grew by 3.1% annually, but the
income of the poorest 20% grew by only
0.8%. In 1968-88 in the United Kingdom,
GNP per capita grew by 2.2%—the income
of the poorest 20% by only 0.3%. Sweden
also had 2.2% growth in that period, but the
income of the poorest 20% grew by 6.3%
(figure 3.5). No wonder income poverty in
the United Kingdom rose from 9% to 15%
during the 1980s.

Comparisons of per capita GDP with
the incidence of poverty—as measured
both by the headcount index of income
poverty and by the HPI—also show how
well countries have translated economic
growth into poverty eradication. At similar
GDP per capita levels, Honduras has
almost three times the proportion of people
in income poverty (below the $1-a-day PPP
cut-off line) as Indonesia, Ecuador four
times as much as Colombia, and South
Africa five times as much as Malaysia.

Some countries have used GDP growth
much more effectively than others to
reduce human poverty, In Namibia human
poverty affects four times the proportion of
people (45%) as in Jordan (11%), though
GDP per capita in the two countries is

Growth does not
belp poverty
reduction when

go out of the
country

big chunks of GDP

FIGURE 3.5
Growth—pro-poor or pro-rich?

Per capita income growth rate for
the poorest quintile (percent)

GNP per capita growth rate (percent)
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FIGURE 3.6

Similar incomes, different
progress in reducing human
poverty

GDP per

capita (PPPS) Human poverty
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Source: Lipton 1996d

about the same. Similar contrasts abound.
Cambodia and Sierra Leone have human
poverty twice as widespread as that in Viet
Nam, though all three countries have per
capita incomes that are among the lowest in
the world (figure 3.6).

Similarly, among countries with incomes
of around $2,500-$3,000, Bolivia, China
and the Philippines reduced human poverty
to less than 20%, while in the Lao People’s
Democratic Republic and Papua New
Guinea the HPI is more than 30%.

These comparisons need to be viewed in
historical perspective. The HPI need not be
read as a reflection of poor government
commitment today. Namibia's high HPI,
indicating more widespread poverty than in
countries with similar levels of human
development, reflects the legacies of its pre-
independence past.

Another way of seeing how growth
affects poverty is to consider the growth
elasticity of poverty reduction, The higher
the elasticity, the better—the more each
percentage point of growth will reduce
poverty. Countries in Sub-Saharan Africa
and Latin America and the Caribbean have
some of the lowest elasticities—0.2 in
Zambia, 0.8 in Senegal and elsewhere, 0.7

BOX 3.9

Growth and poverty—which way round?

Increases in GDP seem to be connected
to reductions in poverty. Growth in real
consumption, or GDP per person, is sta-
tistically associated with about 33-50% of
the variance in the incidence and inten-
sity of poverty. And in more than 85% of
cases where there are data for changes in
both growth and poverty over a period,
one goes up while the other goes down.

This is usually taken to mean that
growth is good for poverty reduction, but
it explains only about half of it
Correlation is not causation, however,
and there is no indication about which
way the causation might work.

Might it be that poverty reduction

causes growth? There are certainly rea-
sons for it to do so:
o Poverty makes people risk-averse.
Poverty reduction makes them more pre-
pared to take the entrepreneurial risks
necessary for growth.

Source: Lipton 1996¢.

e Poverty makes people tmmobile.
Poverty reduction gives them motre
resources to move, look for jobs or wait
for more appropriate jobs.

» Poverty is an obstacle to improving the
bealth and education of children. Poverty
reduction improves human productivity
overall, but it also means that future
investments in health and education are
more evenly spread among those who
can make best use of them—rather than
being concentrated in the small group
that can afford to pay for them.

Any evidence? Recent work cer-
tainly suggests the value of greater
equality for growth. A number of stud-
ies show that the equality-growth path-
way works partly through better
schooling and more equal distribution
of assets, particularly land. Equality is
not the same as low poverty, but the evi-
dence is highly suggestive.
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in Guatemala and Honduras and 0.9 in
Brazil and Panama. At the other end of the
scale is East Asia, where the elasticities tend
to be well above 2—for Indonesia 2.8, for
Malaysia 3.4 and for rural China 3.0.
Poverty reduction in East Asia benefited
from fast growth and from pro-poor
growth. Of 11 countries in Asia with data, 9
had elasticities of 2 or higher. Of 15 coun-
tries in Sub-Saharan Africa, only one had an
elasticity above 1. Among countries of Latin
America and the Caribbean the record is
mixed, with elasticities ranging from less
than 1 to 5.

Economic growth has brought big gains
in poverty reduction in Indonesia, the
Republic of Korea and Malaysia since the
1970s. Their growth strategies expanded
economic opportunities for poor people,
with relatively equitable distribution of
financial and physical capital, including
land. And the resources generated by eco-
nomic growth were heavily channelled into
human development, especially into
improving health, education and skills.

In China policy shifts in 1978 favouring
small-scale agriculture drove the acceleration
of both growth and poverty reduction. Butin
the late 1980s policies shifted to favour
industry, and poverty reduction began to lag
and inequality to increase. To redress this sit-
uation China introduced an aggressive
antipoverty programme, again emphasizing
rural development (see pages 49-50).

The key elements of a pro-poor growth
strategy naturally depend on the situation in
a country. But everywhere, an essential pre-
condition is to make poverty eradication a
priority objective of the national develop-
ment strategy. Malaysia demonstrates the
success that can be achieved by integrating
poverty as a major consideration in sectoral
and national development strategies—and
by setting targets for reducing the number of
people living below a nationally defined
poverty line (box 3.10). Other important pri-
orities for most developing countries include:
* Raising the productivity of small-scale
agriculture,

* Promoting microenterprises and the
informal sector.

* Emphasizing labour-intensive industri-
alization to expand opportunities.
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* Accelerating the expansion of human
capabilities.

* Establishing a pro-poor economic pol-
icy framework.

Raising the productivity of small-scale
agriculture. The majority of poor people—
about three-quarters in most developing
countries—depend on agriculture for their
livelihoods, either as smallholders or as
labourers. Growth in smallholder agricul-
tural productivity was a major factor in
poverty reduction in China in 1978-85, in
Indonesia and Malaysia in 1970-80 and in
Japan, the Republic of Korea and Taiwan
(province of China) in the 1950s and 1960s.

Improving the productivity of small-
scale agriculture does more than benefit the
farmers. It also creates employment on the
farm and off—and reduces food prices. The
poor benefit most because around 70% of
their consumption is food, mostly staples—
and regular supplies and stable prices cre-
ate food security.

Growth that has neglected agriculture
has done little for the poor. In Brazil the
rapid growth of the 1950s and early 1960s
emphasized capital-intensive industrializa-
tion, bringing few benefits to the poor.
During the same period in India, states with
fast industrial growth saw little change in
either rural or urban poverty—those with
fast services growth did better, and those
with fast agricultural growth did best of all.

Some critical policy conditions for this
small-farmer strategy: technological pro-
gress, good price policies and access to land.

The green revolution helped millions of
small farmers and urban food buyers escape
poverty. But these breakthroughs were for
wheat, rice and maize grown in fairly good
farming conditions. Much less progress has
been made for “poor farmer crops”, such as
millet, sorghum and cassava, and “poor
farmer conditions”, where rainfall is low
and uncertain, the soil salty or poorly
drained (see box 3.7).

Prices are too often biased against agri-
culture. The most common problem is an
overvalued exchange rate, which reduces
the cost of capital imports and biases agri-
culture towards capital-intensive technolo-
gies that use little labour. Another problem
for agriculture is export taxcs. The solution

is not to subsidize agriculture, since the sub-
sidies would be pocketed by richer farmers.
Better to free markets and remove their
biases against the poor.

BOX 3.10

Malaysia mainstreams poverty reduction

In 1970 about 60% of the Malaysian
population was reckoned to be living
below the income poverty line. This fell
10 21%by 1985 and to 14%in 1993, and
the target is 7% for 2000. Malaysia has
mainstreamed poverty reduction as an
explicit objective of its national devel-
opment strategy.

The initial stimulus for this strategy
came from tragic but fortunately short-
lived ethnic riots in 1969 combined with
election results that dramatically
reduced the strength of the ruling coali-
tion, These events made clear the inad-
equacy of the laissez faire, trickle-down
development strategy that had been fol-
lowed since independence and that had
widened income differences even while
achieving 6% growth in the 1960s.

In 1971 the government introduced
a new economic policy combining clear
goals for growth with equity, active gov-
ernment participation in the economy
and “consistent pragmatism” in macro-
economic policy. Although viewed at
the time with apprehension by some
pro-market economists (including the
Harvard advisory team), the new strat-
egy both accelerated economic growth
and reduced inequality Growth
reached an average rate of 6,7% in
1971-90, while the Gini coefficient fell
from 0.513 to 0.445. The income share
of the poorest 40% of the population
rose from 11.5% to 13.8%. Key parts of
the strategy:

Industrialization and export diversifi-
cation. Between 1970 and 1994 the
share of manufactures in exports grew
from 12% to 77%, and industrial pro-
duction rose from 14% to 32% of total
production while agriculture fell from
29% to 15%.

Rural development. Special efforts
were made to increase rural produc-
tivity through innovative programmes,
including resettlement of the landless,
rehabilitation and consolidation of
land, downstream processing of farm
goods and industrial and vocational
training for rural manpower and

Source: Malaysia Economic Planning Unit 1994

youths to enable and encourage them
to become employed in non-farm
occupations.

Employment-led urban development.
The urban strategy focused on expand-
ing opportunities for self-employment
in the informal sector. It also supported
labour-intensive public works to allevi-
ate high youth unemployment. And it
provided tax exemptions for foreign
and domestic companies employing
more than 50 workers. Employment
more than doubled, and the unemploy-
ment rate fell from 8% in 1970 to less
than 3% in 1994.

Partnership between the private sec-
tor and the state. The 1980s brought
some policy shifts assigning the pri-
vate sector the role of engine of
growth. Malaysia patterned its policy
on the Japanese model, building and
sustaining a close working relationship
between the public and private sectors
to attract foreign direct investment.

In 1988 attention turned to the
needs of the poorest of the poor, with
the Development Programme for the
Hard-Core Poor. The hard-core poor
include many Malaysians in rural areas,
the Orang Asli in peninsular Malaysia
and some of the indigenous people in
Sabah and Sarawak.

The programme focuses on increas-
ing employability and incomes,
improving housing, ensuring food sup-
plements for children, and providing
educational assistance and interest-
free loans to purchase shares in a unit
trust. Hard-core poverty (less than half
the official poverty line) fell to 7% in
1983 and to 3% in 1993 and is set to be
virtually eradicated by 2000,

Vision 2020, a long-term perspective
adopted in 1990, sees Malaysia becom-
ing a caring society, economically just,
dynamic and robust. The eradication of
poverty is thus underlined with an
important and explicit focus on values
(religious, spiritual, moral, ethical and
democratic) in the Malaysian concept of
development.
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It may also be necessary to manage food
stocks and prices in favour of the poor, par-
ticularly when harvests are bad. India
responded to the drought of 1987-88 with
relief works offering employment and food.
But it failed to respond similarly in
1992-93, and food prices rose signifi-
cantly—hurting the urban poor and the
rural poor who were net buyers of food.

One of the keys to well-distributed
growth is well-distributed land. Asian
economies have shown this, though they
have achieved equitable distribution in dif-
ferent ways. Indonesia started with rela-
tively equal land distribution, though it has
also relocated people from crowded Java
to relieve population pressure. Malaysia
too has settled hundreds of thousands of
poor farmers on new plantations—at great
cost. Japan, the Republic of Korea and
Taiwan (province of China) all based their
development on more formal programmes
of land reform. And China first created
large communes and later, in 1978-84,
converted the commune land to family
farms.

For India land reform has been less of a
priority—perhaps because most of the rural
poor have access to some land.
Nevertheless, distribution is very unequal,
and only a couple of states have made
progress in redistributing land.

BOX 3.11

Beyond microcredit to credit reform and a pro-poor financial sector

Providing credit through specialized
microcredit institutions targeting poor
families is one way to achieve more
equitable access to financial services.

A well-known example of such insti-
tutions is the Grameen Bank in
Bangladesh, now providing credit to
more than 2 million people, mostly
women, with a default rate of only 2-3%.

Japan established specialized credit
schemes and institutions in the 1950s
and 1960s, such as the Peaple’s Finance
Corporation, the Small Business
Finance Corporation and the credit
guarantee scheme. Since the mid-1970s
a financial market organized by private
banks has gradually developed for small
and medium-size enterprises. They now

Source: Genda 1997 and von Pischke 1996,

account for about 70% of the lending of
city banks in Japan.

A second way is to facilitate savings.
The introduction of the postal savings
system in Japan, and then in the
Republic of Korea, Malaysia and
Singapore, gave many poor people the
access to finance and services they
needed to seize market opportunities.

A third way is to free up financial
markets, Excessive regulation can result
in an antipoor bias by increasing trans-
action costs and reinforcing the ten-
dency towards a few large loans rather
than many small loans.

A fourth solution is to link commer-
cial financial markets and microfinance
institutions.
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Promoting microenterprises and the infor-
mal sector. If not on agriculture, most poor
people in developing countries depend for
their incomes on the informal sector—typ-
ically microenterprises in services, manu-
facturing and trading, in both rural and
urban areas. People all over the world have
shown their creativity and energy in exploit-
ing market opportunities in the informal
sector. But rarely do governments create an
environment favourable to microenter-
prises. Rarely do they provide access to
financial credit and savings mechanisms.
Rarely, security of housing rights. And
rarely, improved infrastructure, especially
for water, energy and roads. All are ingredi-
ents critical to successful microenterprise.

Microenterprises are the incubators for
industrialization. East Asian economies
reduced poverty through agricultural inten-
sification first, then through labour-
intensive industrial development.

These countries followed Japan in hav-
ing poverty reduction follow employment-
creating growth. Even in this highly
industrialized country, by far the majority of
the workers outside agriculture—80% in
the 1950s and 50% today—are either self-
employed or work in small and medium-
size industries employing fewer than 100
people. Deliberate government policies to
improve the productivity of these small
firms had a big part in the pro-poor eco-
nomic growth of the 1970s. A critical factor
is equitable access to low-cost institutional
credit (box 3.11).

Emphasizing labour-intensive industrial-
wzation. How much economic growth
expands the employment opportunities of
people depends on its pattern and struc-
ture. As Human Development Report 1996
showed, economic growth can expand
opportunities rapidly but can also be “job-
less”. Focusing growth strategies on labour-
intensive  activities—textiles, clothing,
clectronics—and intensifying small-scale
agriculture were important to the success of
East Asian economies in achieving high
growth, full employment and rising wages.

Elsewhere, industrialization has brought
fewer benefits for the poor. Brazil, India and
Mexico have industrialized without substan-
tially reducing poverty—mainly because
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they distorted prices, interest rates and
exchange rates to favour capital-intensive
investment. Reinforcing this tendency were
labour laws and policies favouring workers
fortunate enough to have jobs in the formal
sector. These workers have enjoyed consid-
erable job security and above-market wage
rates. Unwilling to extend these expensive
privileges to others, employers have avoided
taking on more staff, investing instead in
labour-saving technology.

Accelerating the expansion of buman capa-
bilities. Not only ends for reducing human
poverty, rapid improvements in human
capabilities and economic growth can be
mutually reinforcing. When a good share of
the resources generated by economic
growth are channeled to human develop-
ment, and when the pattern of economic
growth generates demand for increasing
skills, a virtuous spiral of growth and human
development, of reduction in income
poverty and human poverty, results. As
Human Development Report 1996 showed,
Indonesia, the Republic of Korea and
Malaysia all followed this model. Countries
that invested less in human development,
such as Egypt and Pakistan, are left with a
large backlog of human poverty.

Establishing a pro-poor economic policy
framework. Rather than tack antipoverty
measures on as a palliative afterthought,
countries need to make poverty eradication
an explicit objective of economic policy. All
countries share a desire to maintain a stable
macroeconomic environment—low infla-
tion, low deficits in national budgets and
the balance of payments—and to ensure an
economic structure that keeps them com-
petitive in the world economy. And most
countries have been facing the need to
adjust—by changing their patterns of pub-
lic spending, investment and output—to
achieve these objectives in a changing
global environment.

Is structural adjustment with growth
and poverty reduction possible? In the
1980s many developing countries tackled
macroeconomic imbalances. A handful of
countries did manage to adjust, improve
macroeconomic balances, become more
competitive in world markets and also
achieve growth and poverty reduction—

including Chile, Colombia, Indonesia and
to some extent Ghana. But many more did
not manage to recover and grow for a pro-
tracted period—and are still struggling to
restore steady economic growth,

Stabilization policies can contribute to
the contraction of economic activity and can
work against growth. In countries where the
public sector is dominant, reducing public
expenditures has a ripple effect. Many small
contractors and suppliers for anything from
road construction to paper go into debt as
business dries up and as the government fails
to pay. (The internal debt in many African
countries is also significant.)

Freeing markets should expand the
opportunities for entrepreneurs—but for
many, especially the poorest, the market
does not ensure equal access to the oppor-
tunities that the new policies should
bring—or to the infrastructure needed to
take advantage of the opportunities. In
both Sub-Saharan Africa and the transition
economies the responses to market incen-
tives have been uneven.

New forms of adjustment are needed
that promote both growth and poverty
reduction. Adjustment through reallocation
and growth rather than adjustment through
contraction is one option to explore. This
means maintaining investments in human,
physical and natural resources but reallo-
cating them to activities that respond to
market opportunities.

The positive experiences of the past
two decades show the potential for main-
taining expansionary rather than reces-
sionary policies, and the important role of
high expenditures for human priority con-
cerns—primary education and health, low-
cost water supply and sanitation.
Market-oriented reform in China, Indone-
sia and Viet Nam show that adjustment,
poverty reduction and growth can go
together (box 3.12).

Unemployment, welfare restructuring and
soctal exclusion in industrial countries

Although poverty is considered eradicated
or reduced to a minimum in industrial
countries, they have been experiencing
“new poverty” in recent years. The slow-
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BOX 3.12

Pro-poor structural adjustment

Poor people living in countries under-
taking stabilization and structural
adjustment since the 1980s have had
widely contrasting experiences. Some
countries—such as Colombia, Costa
Rica, Indonesia, the Republic of Korea
and Malaysia—managed to achieve not
only stabilization but also growth com-
bined with improvements in income and
social indicators for the poor. But in
such countries as Brazil, Tanzania and
Zambia the number of poor people
grew, inequalities between rich and poor
groups were exacerbated, and poor peo-
ple suffered a decline in access to eriti-
cal social services—schools, water
supplies and health centres. The policy
lessons:

stonary macroeconomic policies. Likely to
involve a more gradual process of reduc-
ing fiscal imbalances, this approach
emphasizes promoting exports rather
than cutting imports, and switching or
restructuring investments. Ghana and
Indonesia are positive examples of this
approach, Mexico and Sierra Leone neg-
ative ones. External finance helps,
including aid flows, private flows and
debt concessions.

Pro-poor structural changes. Many
countries that reduced poverty while
adjusting promoted structural changes to
increase the access of poor people to the
opportunities of growth and develop-
ment. Colombia, Costa Rica, Indonesia,
Malaysia and Paraguay increased equal-
ity. But Chile, Cote d'Ivoire, Uruguay and

Source: Stewart 19954,

rural Thailand reduced income poverty
but not inequality.

Pro-poor meso policies to protect
expenditures on soctal services and physi-
cal mfrashructure. Social services for the
poor can improve rather than deterio-
rate during adjustment if budgets are
balanced by raising revenue rather than
cutting spending and allocations focus
on priorities. In Ghana improved tax
collection more than doubled rev-
enues—from 5% of GDP in 1983 to
12% by 1990. Social spending could
then be increased, and real per capita
expenditure on education rose by 51%
and that on health by 66%.

Avoid user charges except for the better
off User charges often deny access to
basic services for the poor. While
Colombia, Costa Rica, Indonesia and
Malaysia did not resort to user charges,
others did—and found that the poor
suffered and revenue rose little. In
Zimbabwe attendance at rural clinics
fell by a quarter.

Emergency support policies. During
economic decline and stabilization,
emergency support can enable people
to secure minimum living standards,
prevent malnutrition and keep children
in school, avoiding a downward spiral
into chronic poverty. Successful policies
include employment schemes such as
AGETIP in Senegal, pensions for the
incapacitated and the aged, nutrition
interventions such as the targeted food
subsidy scheme in Chile and drought
relief as in Zimbabwe.

down in economic growth in the 1980s is
often blamed for this new poverty. But how
economic growth affects poverty depends
on the pattern of growth as much in these
countries as it does in China or Mali.
Mainstreaming poverty eradication as a
priority goal of national economic policies
is as relevant in industrial as in developing
countries.

Many of the forces of globalization—the
information revolution, the new pattern and
scale of trade, financial deregulation—are
transforming industrial economies, to the
detriment of many of the poor. These forces
are reshaping the labour market,

de-emphasizing  unskilled, rigid and
production-line employment and boosting
growth in jobs that put a premium on edu-
cation, skills, mobility and flexibility.

A key priority for pro-poor economic
policy is to secure employment for all peo-
ple. Unemployment is at a postwar high in
many countries—in early 1997
Germany had 12% unemployment—and
growing in most OECD countries. In 1995
it ranged from 3% in Japan to 23% in Spain,
affecting 36 million people. Most affected
are women, ethnic minorities and the
youth. Many young people have never held
a job.

Unemployment contributes to social
exclusion. Jobs and incomes are not just an
economic necessity—they are a way of par-
ticipating in community life. As the signifi-
cance of family and community has faded,
work has become the primary space for
interacting with others and for establishing
an identity.

A related problem is the growing
poverty of many in work. With the labour
market fragmented, jobs for the relatively
unskilled have been available only at falling
real wages. Real wages have been cut by
making jobs part time, temporary, inse-
cure—or just low paid. At the bottom of the
labour market, low-paid jobs have grown—
offering a wage income so far below the
median that people with such jobs qualify
for supplements. In all countries women are
particularly affected (figure 3.7).

Among OECD countries the issues and
responses vary in intensity and character. In
the United States unemployment remains
relatively low, and the problem is more one
of low wages and the “working poor”. Social
welfare programmes have been under
attack, hitting children and the elderly par-
ticularly hard. Today a quarter of US chil-
dren are in households below the poverty
line. Indeed, in most industrial countries
children are poor in disproportionate num-
bers. About half or more of the children in
single-parent  households are below the
poverty line in Australia, Canada, the United
Kingdom and the United States—but only
5% in Finland and 8% in Sweden.

Most of the policy responses to poverty
in the industrial countries have focused on

cven
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upgrading labour, through better educa-
tion or retraining, or offering employers
subsidies to take on the long-term unem-
ployed. Little is being done to increase the
demand for labour through pro-poor
growth policies.

Budgets in all countries are under
immense pressure. Partly this is the price of
failure: most countries are burdened by the
high costs of unemployment payments. But
it is also deliberate policy: governments,
particularly those in the European Union
aiming to meet the Maastricht criteria, have
concentrated on keeping inflation low,
reducing public debt and stabilizing
exchange rates. The race to fulfil the crite-
ria for a single currency has meant separate
and damaging deflationary policy in each
EU country. These policies all contribute to
further impoverishment and are matters of
public choice.

What needs to be done? Welfare provi-
sions need to be rethought. But poverty
reduction also needs to be mainstreamed
into economic policies, as in poor countries.
Four actions should be considered:

1. Reaffirn the conmmitment to full
eniployment. Inflation is now everywhere—
partly because of increased competition
and globalization, In Europe the Maastricht
Treaty should add to its convergence condi-
tions full employment and growth. Low
inflation, by itself, does not generate growth
or full employment.

2. Renew the comnutment to a redistrib-
utive strategy to eliminate poverty in the rich
countries. The pressures of globalization
make this even more imperative, To com-
pete globally, the rich countries need a
healthier, better-educated, more produc-
tive citizenry. Part of the strategy to reduce
poverty should be a restructuring of taxa-
tion, to raise thresholds and free the low
paid from income tax liability while raising
the basic rate for the better paid, who have
been receiving a disproportionately large
share of recent income gains. A fairer tax
system would command greater public
support.

3. Change the structure of taxes and bene-
Jits to encourage the unemployed to take a
job. This requires making some benefits
depend not on the status of being unem-

ployed but on some other need-based cri-
terion. Earned-income tax credits or other
tax concessions for the working poor are a
start. But the problem often lies with other
benefits—rent subsidies, food stamps and
the like, which depend on being unem-
ployed or economically inactive.

4. Upgrade the entitlements of the elderly,
the single mother with small children, the long-
term unemployed, the chronically sick—to
take them out of poverty. In the post—cold
war era there can be a much greater reduc-
tion in defence and arms spending than has
so far been achieved—permitting re-
allocations to eradicate poverty.

Integrating antipoverty measures in the
policies of the transition economies

The dramatic fall in GDP in the transition
economies of Eastern Europe and the CIS
brought an equally dramatic rise in income
poverty—from 4% in 1988 to 32% in 1994,
from 14 million people to 119 million. The
impact of economic decline has been much
more widespread, disruptive and costly in
people’s lives than was expected. In these
countries the search for pro-poor growth
strategies is as relevant as in Brazil,
Mozambique or the United Kingdom.

Just as pro-poor structural adjustment
policies are needed, so are pro-poor transi-
tion policies. The main policies exacerbat-
ing poverty have been cuts in public
spending on social services, reductions in
welfare provision and removal of consumer
subsidies.

The increasing poverty has affected all
social classes. One important factor is
unemployment, now in double digits in all
countries. But falling wages are an even
more important cause of poor incomes—in
Russia 66% of people below the poverty line
have jobs (figure 3.8). And even those low
wages may be far in arrears. In Russia in
1993 and 1994, only 40% of workers were
paid in full and on time.

Shrinking public budgets have hurt chil-
dren, a result of cutbacks in family benefits,
including maternity benefits, child care and
preschool education. In Russia since 1992,
the proportion of children under six who
are below the poverty line has increased

RESISTING NEW FORCES OF POVERTY IN A CHANGING WORLD
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FIGURE 3.8
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from 40% to 62%, the incidence of chronic
malnutrition from 9% to 14%. Even pri-
mary school enrolment is falling—by 3% in
Estonia since 1989, 4% in Bulgaria and 12%
in Georgia. In Russia life expectancy for
men has fallen by 5 years to 58 years—the
same as that in Bolivia and Lesotho, and
lower than that in India.

But the transition has been especially
costly for women. In employment priority is
given to men, still seen as the primary bread
winners. And the decline in family income
and public services means that women have
to take on the added burden of doing more
work unpaid, leaving less time for their own
needs and development. This change has
been particularly difficult for single moth-
ers, whose numbers are on the rise with
more divorces, more deaths of middle-aged
men and more births to unmarried moth-
ers. In Poland in 1992, 67% of single moth-
ers lived below the subsistence minimum.

Life has become more stressful as peo-
ple are forced to adopt ever more desperate
survival strategies. Kyrgyz women who pre-
viously gave food to neighbours and rela-
tives in need now find it stressful to sell that
food to survive. Such feelings are intensi-
fied by cultural values that see poverty as
the result of personal failure—even in
today’s changed circumstances.

The transition to market economies was
expected to cause disruption but not such
disaster. The focus so far has been over-
whelmingly on radical reform to stimulate
economic growth, with little effort to con-
struct new systems of welfare provision.
The dismantled social welfare policies have
not been replaced by the social safety nets
needed in market economies.

Economic growth is beginning to revive
in a few—Dbut not all—transition economies.
But economic growth alone will not solve
their problems. The policies for transition
need to be recentred on human develop-
ment goals, and antipoverty measures that
enable people to build up their assets must
be incorporated from the outset.

A new strategy is required that strength-
ens the role of the state in the division of
responsibilities among the state, the market
and civil society. The state must take the
lead in addressing labour market aspects of

poverty—creating jobs through retraining
and public works, supporting small busi-
ness, increasing labour mobility and chang-
ing housing policies. It also must focus
more on social policies—reversing the ero-
sion in access to basic social services, health
and education and providing an effective
safety net for those left behind. The state
should address distributive aspects of the
transition—the growing disparities among
regions and between winners and losers,
poor and non-poor.

The welfare system has to be adjusted to
market rules, with targeted improvements.
But the key issue is downsizing the univer-
sal system of social benefits and redistribut-
ing entitlements. So far, governments have
proceeded on a piecemeal basis and under
pressure from the losers—sectors and
social groups. There has been little discus-
sion of the concept of such changes or of
the model to follow. Maintaining a basic
level of universal benefits should be an
important part of efforts to prevent the ero-
sion of gains already achieved in human
development in the region.

Socialism failed to eradicate poverty. And
despite ideological claims to the contrary, it
did not create the conditions for sustainable
human development. The command econ-
omy restricted people’s political and eco-
nomic freedom. And inefficiency prevented
the economy from generating enough
resources to meet people’s needs. But the fall
of socialism eliminated the positive pressure
to provide a safety net for those left behind.
Now the poor need to organize politically to
ensure that their interests are reflected in the
new economic policy framework.

Towards an agenda for poverty
eradication

With poverty constantly being created and
re-created, its eradication requires vigilance.
The priorities for developing countries:

* Restoring and accelerating economic
growth, especially in Sub-Saharan Africa,
the low-income countries in Latin America
and the Caribbean and among the Arab
States that are experiencing stagnation or
decline, and the transition economies of

Eastern Europe and the CIS.
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* Promoting pro-poor growth to improve
incomes and productivity in smallholder
agriculture, especially in resource-poor
areas, and in microenterprises in urban and
rural areas.

* Reversing environmental degradation,
especially on the marginal lands where
more than 500 million poor people live.

* Stemming the spread of HIV/AIDS
among poor people through multisectoral,
people-centred programmes.

* Accelerating the demographic transi-
tion in countries where fertility rates are still
high, especially in Sub-Saharan Africa,
South Asia and the Arab States.

* Developing instruments to improve the
processes for peace-building, conflict reso-
lution and conflict prevention—as well as to
help displaced persons.

Strengthening the abilities of the poor
to fight poverty—and build their assets—
should underpin the strategy for poverty
eradication. Besides the efforts of the poor
themselves, this will require policy and
institutional changes to:

* Ensure access of the poor to the critical
economic assets of land, credit and
housing.

* Ensure access of the poor to health ser-
vices and education opportunities that can
build their capabilities.

* Create a policy environment that pro-
motes pro-poor growth.

Such a strategy requires a favourable
global environment as well as political
commitments and power shifts in every
country—subjects explored in the next two
chapters.

RESISTING NEW FORCES OF POVERTY IN A CHANGING WORLD
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CHAPTER 4

Poor countries and
poor people too
often find their

interests neglected

82

A dominant economic theme of the 1990s,
globalization encapsulates both a descrip-
tion and a prescription, The description is
the widening and deepening of interna-
tional flows of trade, finance and informa-
tion in a single, integrated global market
(box 4.1). The prescription is to liberalize
national and global markets in the belief
that free flows of trade, finance and infor-
mation will produce the best outcome for
growth and human welfare. All is presented
with an air of inevitability and overwhelm-
ing conviction. Not since the heyday of free
trade in the 19th century has economic the-
ory elicited such widespread certainty.

The principles of free global markets
are nevertheless applied selectively. If this
were not so, the global market for unskilled
labour would be as free as the market for
industrial country exports or capital.
Global negotiations are moving rapidly
towards a free world market in foreign
investment and services. But intervention
in agriculture and textiles, an obstacle to
developing  countries, remains  high.
Lacking power, poor countries and poor
people too often find their interests
neglected and undermined.

Globalization has its winners and its
losers. With the expansion of trade and for-
eign investment, developing countries have
seen the gaps among themselves widen.
Meanwhile, in many industrial countries
unemployment has soared to levels not seen
since the 1930s, and income inequality to
levels not recorded since the last century.

A rising tide of wealth is supposed to lift
all boats. But some are more seaworthy
than others. The yachts and ocean liners are
indeed rising in response to new opportu-
nities, but the rafts and rowboats are taking
on water—and some are sinking fast.

Globalization—poor nations, poor people

Inequality is not inherent in globaliza-
tion. Because liberalization exposes domes-
tic producers to volatile global markets and
to capital flows that are large relative to the
economy, it increases risks—but it also
increases potential rewards. For poverty
eradication the challenge is to identify poli-
cies that enable poor people to participate
in markets on more equitable terms, nation-
ally and globally.

Globalization has many aspects. This
chapter focuses on its economic impact on
poor nations and poor people.

Globalization and poor countries

For the world the benefits of liberalization
should exceed the costs. During
1995-2001 the results of the Uruguay
Round of the GATT (General Agreement
on Tariffs and Trade) are expected 1o
increase global income by an estimated
$212-$510 billion—gains from greater effi-
ciency and higher rates of return on capital,
as well as from the expansion of trade.

The overall gains obscure a more com-
plex balance sheet of winners and losers.
Projected losses are heavily outweighed by
the gains, but those losses will be concen-
trated in a group of countries that can least
afford them—and for some the costs will be
significant. The least developed countries
stand to lose up to $600 million a year, and
Sub-Saharan Africa $1.2 billion.

This scenario has disturbing implica-
tions for poverty and human welfare.
Foreign exchange losses will translate into
pressure on incomes, a diminishing ability
to sustain imports and increased depen-
dence on aid at a time when aid itself is
under severe pressure. Revenue from trade
will be lost, undermining the capacity of
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governments to develop the economic and
social infrastructure on which sustained

reduction in human poverty depends.

Many poorer countries have seen little
of the expansion in world trade. Although

developing countries’ share of world popu-
lation grew during 1970-91, their share of
world trade scarcely changed. But among
them, Asian countries saw their share of
trade grow from 4.6% to 12.5%, while other

Contacts between the world’s people are
widening and deepening as natural and arti-
ficial barriers fall. Huge declines in transport
and communication costs have reduced nat-
ural barriers. Shipping is much cheaper:
between 1920 and 1990 maritime transport
costs fell by more than two-thirds. Between
1960 and 1990 operating costs per mile for
the world’s airlines fell by 60%.

Communication is also much easier
and cheaper. Between 1940 and 1970 the
cost of an international telephone call fell
by more than 80%, and between 1970 and
1990 by 90%. In the 19805 telecommuni-
cation traffic was expanding by 20% a
year. The Internet, the take-off point for
the information superhighway, is now
used by 50 million people, with the num-
ber of subscribers tapping into it doubling
every year.

Toppling trade barriers

Artificial barriers have been eased with the
reduction in trade barriers (tariffs, quotas
and so on) and exchange controls, In 1947
the average tariff on manufactured imports
was 47%; by 1980 it was only 6%, and with
full implementation of the Uruguay Round,
it should fall to 3%.

Other artificial barriers were removed
with the resolution of political conflicts that
have divided the world for decades, such as
the cold war and the apartheid system in
South Africa.

Spurred by the fall of barriers, global trade
grew [2-fold in the postwar period. Now
more than $4 trillion a year, it is expected to
grow 6% annually for the next 10 years.

The rising tide of finance
The expansion of capital flows has been even
more dramatic. Flows of foreign direct invest-
ment in 1995 reached $315 billion, nearly a
sixfold increase over the level for 1981-85,
Over the same period world trade increased
by little more than half.

Less visible, but infinitely more power-
ful, are the world’s financial markets.
Between the mid-1970s and 1996 the daily

1997 and World Bank 19954 and 1996b.

The shrinking world

turnover in the world’s foreign exchange
markets increased from around $1 billion to
$1.2 trillion. Most private capital flows went
to industrial countries, but a growing share
is going to developing countries. Between
1987 and 1994 the flows to developing
countries rose from $25 billion to $172 bil-
lion, and in 1995 they received a third of the
global foreign direct investment flows.

These changes are significant, but need to
be placed in historical context. Much of this
has happened before. For 17 industrial coun-
tries for which there are data, exports as a
share of GDP in 1913 were 12.9%, not much
below the 1993 level of 14.5%. And capital
transfers as a share of industrial country GDP
are still smaller than in the 1890s. Earlier eras
of globalization also saw far greater move-
ment of people around the world. Today
immigration is more restricted.

The modern era of globalization is dis-
tinguished less by the scale of the flows than
by their character. In trade, for example, a
much smaller share by value consists of
commodities (partly a reflection of lower
prices relative to manufactures) and a larger
share is services and intracompany trade.
Finance too is different: net flows may be
similar, but gross flows are larger—and the
flows come from a wider variety of sources.
And multinational corporations are leaders
in mobilizing capital and generating tech-
nology.

Global technology . . .

Some of the changes in international trade
and finance reflect advances in technology.
The lightning speed of transactions means
that countries and companies now must
respond rapidly if they are not to be left
behind.

Technological change is also affecting
the nature of investment. Previously, high-
technology production had been limited to
rich countries with high wages. Today tech-
nology is more easily tranferred to devel-
oping countries, where sophisticated
production can be combined with relatively
low wages.

BOX 4.1

The increasing ease with which tech-
nology can accompany capital across bor-
ders threatens to break the links between
high productivity, high technology and
high wages. For example, Mexico’s worker
productivity rose from a fifth to a third of
the US level between 1989 and 1993, in
part as a consequence of increased foreign
investment and sophisticated technology
geared towards production for the US
market. But the average wage gap has nar-
rowed far more slowly, with the Mexican
wage still only a sixth of the US wage. The
availability of higher levels of technology
all over the world is putting pressure on the
wages and employment of low-skilled
workers,

... and a global culture

Normally, globalization refers to the inter-
national flow of trade and capital. But the
international spread of cultures has been
at least as important as the spread of eco-
nomic processes. Today a global culture is
emerging. Through many media—from
music to movies to books—international
ideas and values are being mixed with,
and superimposed on, national identities.
The spread of ideas through television
and video has seen revolutionary develop-
ments. There now are more than 1.2 bil-
lion TV sets around the world, The United
States exports more than 120,000 hours
of television programming a year to
Europe alone, and the global trade in pro-
gramming is growing by more than 15% a
year.

Popular culture exerts more powerful
pressure than ever before. From Manila to
Managua, Beirut to Beijing, in the East,
West, North and South, styles in dress
(jeans, hair-dos, t-shirts), sports, music, eat-
ing habits and social and cultural attitudes
have become global trends. Even crimes—
whether relating to drugs, abuse of women,
embezzlement or corruption—transcend
frontiers and have become similar every-

where. In so many ways, the world has
shrunk.

Saurce: Berry, Horton and Mazumdar 1997, The Economist 1996, Watkins 1995, World Commission on Culture and Development 1995, UNRISD 1995a, Watkins
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FIGURE 4.1
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regions’ shares declined. The least devel-
oped countries, with 10% of the world’s
people, have 0.3% of world trade—half
their share two decades ago.

The imbalance is also evident in the
ratio of trade to GDP (figure 4.1). For the
world this ratio has been rising over the past
decade, but for 44 developing countries
with more than a billion people, it has been
falling.

Many countries have also been
bypassed by finance, with most foreign
direct investment (FDI) going to the indus-
trial “triad” of North America, Europe and
Japan. Together with the eight Chinese
coastal provinces and Beijing, these
economies receive more than 90% of global
FDI. The rest of the world, with more than
70% of the population, gets less than 10%,
and for a third of developing countries the
ratio of FDI to GDP has fallen over the past
decade. Since investment flows are often
tied up with transfers of technology, this
means that huge regions of the world are
being left out of technological advance.

Why are these flows so skewed? For sev-
eral reasons—some the result of national
policy failures, others the result of external
forces.

Bad policy

Poor macroeconomic policy, particularly
large fiscal deficits, creates instability that
discourages investors. And when deficits
are financed by external borrowing, this can
overvalue the currency, again deterring for-
eign investors and exporters.
Governments also impede trade and
investment more directly. Tariffs that over-
protect local producers for long periods also
keep out imports of capital and intermedi-
ate goods that could be used to increase
productivity. And if producers are not
exposed to international competition, they
have less incentive to adopt the interna-
tional standards of quality control and
process efficiency vital for export competi-
tiveness. Protection also discourages invest-
ment by multinationals, through the
bureaucratic delays associated with it: com-
plex systems of manufacturing demand the
integration of output from different coun-

tries, and this requires prompt, reliable
schedules. Governments can also impede
incoming investment with policies that lack
transparency or consistency, depriving
investors of predictable and productive
environments.

Neglecting investments in people also
makes it difficult to expand exports and
attract investors. Lacking basic skills, peo-
ple cannot adapt to changing market con-
ditions or shift to more sophisticated
exports. And neglecting infrastructure, par-
ticularly transport and communications,
reduces access to global opportunities. In
Tanzania, as in many African countries,
small-scale farmers have been constrained
in responding to the higher prices resulting
from liberalization by the lack of roads link-
ing them to markets.

Bad terms

But not all the blame for limited benefits
from globalization can be laid at the door of
governments. Even when globalization
reaches poor countries, it often arrives on
very unfavourable terms. Since the eatly
1970s the least developed countries have
suffered a cumulative decline of 50% in
their terms of trade (figure 4.2). For devel-
oping countries as a group the cumulative
terms-of-trade losses amounted to $290 bil-
lion between 1980 and 1991. Much of this
catastrophic fall was due to the decline in
real commodity prices—in 1990 they were
45% lower thanin 1980 and 10% lower than
the lowest prices during the Great
Depression, in 1932, But poor prices were
not confined to commodities. Developing
countries’ terms of trade for manufactured
goods also fell—by 35% during 1970-91.

Poor countries also suffer unfavourable
terms in finance. With inferior credit ratings
and the expectation of national currency
depreciations, they paid interest rates that
were in effect four times as high as those
charged rich countries during the 1980s. In
part as a result of these high interest rates,
debt remains a millstone for many poor
countries: Sub-Saharan African govern-
ments transfer to Northern creditors four
times what they spend on the health of their
people.
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Beyond the human cost, debt creates
economic obstacles. For the poorest coun-
tries debt repayments typically soak up
about a fifth of export earnings, seriously
depleting their limited stock of foreign
exchange and undermining their ability to
engage in international trade on more equi-
table terms.

A positive development was the intro-
duction in 1996 of the Highly Indebted
Poor Countries Initiative, which aims at
reducing the debt stock and sets a ceiling on
debt service payments. Welcome as it is, it
requires compliance with at least two
International Monetary Fund (IMF) stabi-
lization programmes, which may postpone
debt relief for some of the poorest countries
for up to six years—at considerable human
and economic cost.

Besides unfavourable terms in trade
and finance, the poor countries also suffer
unfavourable terms in the flow of people.
Even countries founded on immigration,
such as Australia, Canada and the United
States, are becoming much choosier about
whom they will let in. They give preference
to those who are highly skilled—a flow that
continues to cause a brain drain from devel-
oping countries. And while increasingly
restrictive in admitting refugees, they wel-
come those who arrive with large amounts
of capital.

Bad rules

Poor countries often lose out because the
rules of the game are biased against them—
particularly those relating to international
trade. The Uruguay Round hardly changed
the picture. Developing countries, with
three-quarters of the world’s people, will get
only a quarter to a third of the income gains
generated—hardly an equitable distribu-
tion—and most of that will go to a few pow-
erful exporters in Asia and Latin America.
The Uruguay Round left intact most of
the protection for industry and agriculture
in industrial countries, while ignoring issues
of vital concern to poor countries—notably
the problem of debt and the management
of primary commodity markets.
* Tarifi—Goods from the industrial
countries  enjoved much  greater tarifl
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reductions in the Uruguay Round than
those from developing countries—45%
compared with 20-25%. While developing
countries as a group now face tariffs 10%
higher than the global average, the least
developed countries face rtariffs 30%
higher—because tariffs remain high on the
goods with greatest potential for the poor-
est countries, such as textiles, leather and
agricultural commodities.

Another problem is tariff escalation—

the practice of setting higher tariffs on
processed goods than on raw materials.
This locks developing countries into volatile
primary commodity markets, where real
prices are declining, and obstructs an obvi-
ous way for them to add value to their
exports. For some commodities of special
significance to developing countries—such
as leather, oilseeds, textile fibres and bever-
ages—tariffs will continue to be 8-26%
higher on the final product than on the
underlying raw materials.
* Non-tariff  barriers—As  successive
GATT agreements reduced tariff barriers,
industrial countries increasingly switched to
non-tariff barriers—quotas, antidumping
measures and “voluntary” export restraints.
Before the Uruguay Round non-tariff bar-
riers affected 18% of developing country
exports, but this share should now fall to
5.5%. That said, the scope for evading the
spirit, if not the letter, of the Uruguay
Round agreements remains considerable.

Antidumping measures are aimed at
exporters that sell below cost to drive com-
petitors in the importing country out of
business and then exploit their larger mar-
ket shares, charging higher prices.
Antidumping actions, and their accompa-
nying penalties, are one of the most popu-
lar forms of protection. They more than
doubled in number between 1989 and
1994, affecting a large share of exports to
industrial countries. Antidumping cases
brought by the European Union during the
1980s covered imports roughly equal in
value to all its agricultural imports. The
United States and the European Union
have applied antidumping measures against
a wide range of developing country
exports—everything from steel to colour
televisions 1o toys.

FIGURE 4.2
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Rules about what justifies antidumping
actions are vague. An OECD study found
that in more than 90% of US and EU
antidumping actions, the goods being
imported posed little or no threat to
national industries. The Uruguay Round
has made the rules more uniform, but they
retain some highly arbitrary criteria.

BOX 4.2

Level playing field?

Contrary to the post-Uruguay Round
image of the world agricultural market
as a level playing field, the major
exporters, notably the European Union
and the United States, have continued
to subsidize production and exports, In
1995 the industrial countries spent $182
billion on subsidies. As poor countries
open their economies, they expose
many poor agricultural producers to
overwhelming and unfair competition
from subsidized imports.

The problem is acutely illustrated by
the Philippines. Under the 1994 agri-
culture agreement of the Uruguay
Round, the Philippines is liberalizing
imports of a wide range of agricultural
commaodities. For maize, among those
most immediately affected, tariffs on
imports will be halved over the next
eight years and minimum import quan-
tities expanded. So, depending on
world price trends, maize imported
from the United States could be avail-
able at prices 30% below current market
prices by the end of the decade.
Domestic farm-gate prices will decline
to the import price.

What does this mean for producers
in the Philippines? Maize is the second
most important crop produced in the
country after rice, involving around 1.2
million households. The main maize-
producing area is the island of
Mindanao, where many of the poorest
households derive more than three-
quarters of their income from maize
sales, More than half the population
lives below the poverty line, and a third
of the children under five suffer from
malnutrition. Any decline in household
income could have disastrous effects.

According to Oxfam, the liberaliza-
tion of maize imports could mean the
loss of up to half a million livelihoods on
Mindanao. Claims that, in the long run,

trade liberalization will increase average
incomes need to be set against these
human costs. Viewed from Mindanao,
Keynes's observation that “in the long
run we are all dead” carries rather more
resonarnce.

Such facts suggest that whatever
sway the concept of a level playing field
in world agriculture may exercise over
the imagination of free traders, it is con-
spicuous by its absence in the real world.
The full extent of the unequal competi-
tion into which producers in the
Philippines are being forced is graphi-
cally illustrated by another fact.
According to the OECD, the per capita
transfer to US farmers amounted to
$29,000 in 1995. In the main maize-
producing areas of Mindanao and the
Cagayan Valley, average per capita
incomes amount to less than $300, So
each US farmer receives in subsidies
roughly 100 times the income of a maize
farmer in the Philippines.

In the real world, as distinet from the
imaginary one inhabited by free traders,
survival in agricultural markets depends
less on comparative advantage than on
comparative access to subsidies.
Liberalizing local food markets in the
face of such unequal competition is not
a prescription for improving efficiency,
but a recipe for the destruction of liveli-
hoods on a massive scale.

Implementation of the Uruguay
Round agriculture agreement over the
next five years will not materially change
this picture. No effective disciplines on
export subsidization were agreed to in
the Uruguay Round, allowing the
United States and the European Union
to continue past practices, though under
slightly different rules. Agriculture
remains the only area of international
trade in which export dumping is
accepted as a legitimate trade practice.

Source: Watkins 1997 and Oxfam International 1996¢.
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* Textiles—Textiles and clothing are rela-
tively simple industries, and countries
embarking on industrialization usually
begin with them. They account for 24% of
exports for Sub-Saharan Africa, 14% for
Asia and 8% for Latin America and the
Caribbean. For Bangladesh and Sri Lanka
they account for half of all export earnings.

Countries exporting textiles and cloth-
ing are limited to specific quotas, above
which high tariffs are applied. This system-
atic management of world trade in textiles
and clothing started in 1961 with the Multi-
Fibre Arrangement (MFA) and continued
with its four successors.

Estimates of the foreign exchange losses
that developing countries suffer as a result
of MFA quotas on these exports range from
$4 billion to $15 billion a year. The Uruguay
Round agreement on textiles and clothing
will phase out the MFA quotas and reduce
tariffs over a 10-year period, but only to an
average tariff of 12%—three times the aver-
age levied on industrial country imports,

The removal of quotas will benefit the

more efficient, low-wage producers in
China, Indonesia and Thailand. By con-
trast, Bangladesh, Nepal and Sri Lanka will
lose. According to one estimate,
Bangladesh could lose up to a fifth of its
exports—one of its main weapons against
poverty. Of the million or more workers in
garment factories in Bangladesh, around
90% are women—poorly paid, but often
providing the family’s main source of
income. They have little prospect of work
elsewhere.
*  Agriculture—Agricultural commodities
have always had a special status in world
trade, and industrial countries have res-
olutely subsidized agricultural exports. The
United States and the European Union,
which dominate world markets, give heavy
subsidies to their farmers—equal to
roughly half the value of agricultural output
in these economies.

This subsidization in rich countries hits
developing countries hard. First, it keeps
world prices low, so they can get little for
their commodities. Second, it excludes
them from food markets in the rich coun-
tries. Third, it exposes their domestic food
producers to dumping in the form of cheap
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food imports, which reduces incentives for
food production and thus undermines self-
reliance and livelihoods (box 4.2).

Cheap food imports have positive short-
term income benefits for food-deficit poor
countries. They also help poor households,
which spend much of their income on food.
But many of the 88 countries categorized by
FAO as low-income food-deficit countries
are not in a position to sustain food imports.
And purchasing food imports may not be
the most productive use of one of their
scarcest resources, their foreign exchange.
Collectively, the 88 low-income food-deficit
countries spend half their foreign exchange
on food imports. Yet in many of these coun-
tries smallholder farmers are more than
capable of feeding the population,

One estimate suggests that if industrial
countries were to reduce agricultural subsi-
dies and protection by just 30%, developing
countries would earn an extra $45 billion a
year. The Uruguay Round agreement on
agriculture requires only a 21% reduction in
the volume of subsidized exports—and
allows income support to farmers.

o Intellectual ~ property  rights—The
Uruguay Round extended the life and
enforced the protection of patents and
other intellectual property rights—increas-
ing the cost of technology transfers to devel-
oping countries. Early on, industrial
countries exploited a fairly free flow of ideas
and technology. In the 19th century the
United States adapted and developed
European technologies with little regard for
patent rights. And after the Second World
War Japan did much the same with US tech-
nology. Now those same countries are
enforcing policies that will impose steep
licensing charges on developing countries
for using foreign technology. In a knowl-
edge-intensive global economy access to
technology on reasonable terms determines
whether countries can take advantage of
the opportunities that globalization offers.

Globalization is thus proceeding apace,
but largely for the benefit of the more
dynamic and powerful countries in the
North and the South. The loss to develop-
ing countries from unequal access to trade,
labour and finance was estimated by
Hunean Development Report 1992 at $500

GLOBALIZATION—POOR NATIONS, POOR PEOPLE

billion a year, 10 times what they receive
annually in foreign assistance. Arguments
that the benefits will necessarily trickle
down to the poorest countries seem far-

fetched.
Globalization and poor people

Even less certain than globalization’s bene-
fits for poor countries are its benefits for
poor people within countries.

In developing countries

Pointing to China and India, together home
to more than half a billion of the world’s
income-poor, many would argue that glob-
alization has reduced poverty. In China
globalization and poverty reduction seem to
have gone hand in hand, and government
policies strengthened the link (see pages
49-50 in chapter 2). The country is now the
largest recipient of FDI in the developing
world, and in the past 15 years has increased
its exports more than tenfold. And it has
reduced the share of its people in income
poverty from a third to a tenth, while also
making major improvements in health and
education.

In India since the start of a gradual lib-
eralization in 1991, FDI flows have doubled
every year, and exports are up by more than
50%. Poverty has been reduced not just in
income but also in health and education
(see pages 51-52 in chapter 2).

Similar stories could be told for
Bangladesh, Indonesia and Viet Nam—all
liberalized their trade and investment
regimes, and all have to some extent
reduced poverty.

National policies have been crucial in
establishing mutually reinforcing relation-
ships for globalization-induced growth to
improve human development and reduce
poverty, in turn equipping countries to take
advantage of global markets.

The Uruguay Round should push up
world agricultural prices and benefit agri-
culture in general. Where landownership is
not concentrated and production is labour
intensive, as in some parts of Asia and much
of Sub-Saharan Africa, the poorest produc-
ers should gain from better prices. But

Globalization is
proceeding largely
for the benefit of
the dynamic and
powerful countries
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where land is monopolized by a small elite
and used for highly mechanized production
of cash crops for export, as in Latin
America, ownership could concentrate still
further and intensify rural poverty
(box 4.3).

BOX 4.3

Winners and losers in Mexico

Since the mid-1980s Mexico has been a
world pace-setter in pursuing policies
conducive to globalization. It has dereg-
ulated financial markets, exposed agri-
culture and manufacturing to increased
competition through the reduction of
trade barriers and privatized public assets
on a large scale—including most of the
commercial banking system. By the early
1990s almost 90% of imports fell into lib-
eralized categories. All this marked a pro-
found departure from the highly
regulated economy that Mexico had been
until 1980, Indeed, in many respects, the
shift has been as revolutionary as that in
the formerly communist countries.

Liberalization and deregulation have
led to widely divergent sets of opportuni-
ties and threats for different regions and
socio-economic groups. For owners of
capital, the privatization of state indus-
tries and the 1992 land reform allowing
investors to purchase smallholder land
have created new sources of wealth. In
the midst of one of the worst economic
crises the country has ever faced, the
number of billionaires increased from 10
to 15. In 1996 their combined wealth was
equal to 9% of Mexico’s GDP Large-
scale commercial farms and private
industries geared towards the North
American market have also benefited.
New jobs are being created in the north-
ern states, which span the maguiladora
zone and the commercial farming areas
along the Pacific coast and in the irrigated
valley of El Bajo. But these are not the
states in which the social dislocation and
loss of livelihoods are occurring on the
largest scale.

The share of the population living in
absolute poverty increased from 19% in
1984 to 24% in 1989. In urban areas the
number of people living in absolute
poverty then fell slightly until 1992, But
in rural areas, where more than 80% of
those in absolute poverty live, the num-
ber of poor people increased throughout
the period, rising from 6.7 million to 8.8

Source: Watkins 1997,

million. While evidence for the period
since 1992 is sparse, poverty levels have
probably worsened since the 1994 finan-
cial collapse. More than one million
Mexicans lost their jobs in the wake of the
crisis.

Analysis suggests that Mexico will
gain in net income terms as a result of spe-
ciglization facilitated by the North
American Free Trade Agreement. But
behind this overall projection are the
losers—mostly producers of maize, the
country’s staple food. Maize accounts for
around half of Mexico's agricultural land
area—and maize production plays a key
part in rural livelihoods.

Most smallholders are net-deficit
households, selling maize after the har-
vest and then performing wage labour to
buy it after household supplies run out.
The vast majority of Mexico’s maize
farmers operate on poor land with lim-
ited access to credit, inputs and equip-
ment. In rain-fed areas yields average
around a fifth of those in the US
Midwest, with which Mexico's maize
farmers will have to compete as trade
restrictions are withdrawn.

According to one study, between
700,000 and 800,000 livelihoods will be
lost as maize prices fall as a result of
competition from cheaper imports. This
will affect 15% of the economically
active population in agriculture, with
profound implications for rural poverty
and regional inequality. More than 30%
of the rural population lives below the
income poverty line, and the poorest
rural areas have significantly less access
to water, electricity and housing, With
real wages in rural labour markets
declining and unemployment rising, off-
farm employment is unlikely to com-
pensate for income losses from maize.
As a result, households will be forced
into increasingly desperate survival
strategies, including migrating to com-
mercial farm areas, to urban centres and
to the United States.
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In the urban areas poor people will suf-
fer if food prices rise, but they will gain
from employment in new export industries.
Those likely to benefit most are young
women hired by multinationals. New
employment opportunities increase their
incomes and often their power in house-
holds. And they encourage poor house-
holds to educate daughters as well as
sons—reducing gender gaps in the next
generation.

Globalization has profound implica-
tions for states. Everywhere the imperative
to liberalize has demanded a shrinking of
state involvement in national life, produc-
ing a wave of privatizations of public enter-
prises and, generally, job cuts. And
everywhere the opening of financial mar-
kets has limited governments’ ability to run
deficits—requiring them to slash health
spending and food subsidies that benefit
poor people.

It is difficult to establish the effects of
globalization on poverty. Basic trade theory
argues that poor people gain from trade lib-
eralization. Developing countries have a
comparative advantage in abundant, low-
cost, unskilled labour. If they concentrate
on goods whose production is simple and
labour intensive, greater integration into
global markets should increase their
exports and output, raising the demand for
unskilled labour and raising the incomes of
the poor relative to those of the non-poor.

Moreover, countries move up the trade
ladder, exporting more sophisticated prod-
ucts, leaving space on the ladder below for
later-industrializing countries. All this helps
reduce poverty. The countries on the higher
rungs benefit most, but even those on the
lower rungs should see poverty fall. And
free trade should also help poor con-
sumers—without trade protection, local
prices should fall to world prices.

There should also be benefits for
employment from a liberal financial regime.
Removing restrictions on capital flows
should attract more FDI, creating more
jobs for the poor by integrating them into
international systems of production.

But things don’t always turn out this
way. Liberalization has in some cases been
accompanied by greater inequality, with a
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falling share of income for the poorest 20%,
as in several Latin American countries—
Argentina, Chile, the Dominican Republic,
Ecuador, Mexico and Uruguay, In 16 of 18
countries in Eastern Europe and the CIS
income distribution has worsened and
poverty has increased during liberalization.
And China, with all its growth, has seen
poverty reduction in the central and west-
ern regions lag behind that in the export-
intensive coastal regions.

Why should liberalization, which in
theory should narrow income gaps, leave
the poor worse off? One explanation is that
manufacturing tends to be dominated by
large companics in the formal scctor, where
wages in any case are usually higher than in
the small-scale or informal sector. If there
are weak links from the formal to the small-
scale or informal sector, globalization
merely accentuates the disadvantage of
informal sector workers. Another explana-
tion is that liberalization makes it easier to
bring in capital goods, increasing produc-
tivity but raising the demand for skilled
rather than unskilled labour.

Globalization can also shift patterns of
consumption. Luxury cars and soft drinks
can rapidly become a part of daily life,
heightening relative deprivation. The pat-
tern can increase absolute poverty by
undermining the production of goods on
which poor people rely. A flood of imported
wheat can shift consumption away from
sorghum or cassava, making them scarcer in
local markets.

Sweeping liberalization can also expose
the poor to sudden shocks. Some bounce
back as the economy improves; others are
left trapped in poverty.

In industrial countries

In industrial countries the era of globaliza-
tion has been characterized by an increase
in overall income but also a rise in unem-
ployment and inequality. In 1995, 34 mil-
lion people were out of work in the OECD
countries—7.3% of the workforce—and
since 1979 unemployment in the European
Union has more than doubled, to 11%.
What's to blame? Some say competition
from cheap labour in the developing world.

GLOBALIZATION
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But the role of developing country trade is
probably exaggerated. Analysis shows that
it explains at most 10% of the rise in wage
inequality and manufacturing unemploy-
ment in industrial countries. Even if the net
effect of developing country trade reduced
the demand for low-skill labour in manu-
facturing by 10%, the effect would be small,
since manufacturing typically accounts for
less than a fifth of the demand for low-skill
labour. Fiscal retrenchment and labour-sav-
ing technological change have had a much
greater impact on unemployment and
inequality.

The scale of developing country exports
in industrial country markets is also often
exaggerated. For OECD countries imports
from developing countries account for only
3% of the market for manufactured goods.
And the industrial countries still have a pos-
itive trade balance in manufactures with the
developing countries—equal to more than
1% of GDP on average.

Moreover, the two countries most
affected by developing country manufac-
turing, the United States and Canada, do
not have the highest unemployment.
Among OECD countries Canada has
enjoyed the largest increase in manufactur-
ing employment. So, the arguments blam-
ing unemployment on imports need careful
examination.

National policy in an era
of globalization

How to open more opportunities for the
poorest countries? How to ensure that the
benefits of global integration are more
equally shared? The immediate responsibil-
ity lies with national governments, perhaps
powerless to steer world markets, but able
to minimize the damage and maximize the
opportunities. Policies for reducing poverty
and empowering the poor can become part
of a strategy for empowering nations in a
globalizing world. Following are some key
policy options for such a strategy.

1. Manage trade and capital flows more
carefully. National governments can exer-
cise more discretion when adopting policies
of liberalization. A selective approach to the
global market would follow the example of

Empowering the
poor can be part
of a strategy for
empowering
nations
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most East Asian economies—with some
time-bound, performance-related protec-
tion for potentially viable industries, some
industrial intervention and some manage-
ment of foreign direct investment (box 4.4).

2. lnvest in poor people. Globalization

adds extra urgency to this. The diffusion of

new technology increases the payoff to
higher levels of human capital and to more
flexible sets of skills. Those without the nec-
essary education will be left even further
behind.

3. Foster small enterprises. One of the
most important ways for globalization to
reduce poverty is through the incubators of

BOX 4.4

Global prospects, analytical suspects

Many governments increasingly see
their role as not to regulate markets but
to facilitate their relentless expansion.
Among other things, this involves
removing barriers to trade and exploit-
ing the country’s comparative advan-
tage—which for many developing
countries is cheap labour.

This strategy is based on a conviction
that export growth will lead to overall
economic growth—a belief supported
by an array of empirical studies showing
that exports and economic growth tend
to go together. But do exports lead 10
growth, or is it the other way round?
Nobody is really sure.

Regardless of the answer, there are
two reasons for caution. The first danger
is dropping trade barriers two soon,
before local industry is sufficiently robust
to withstand foreign competition. A
surge in imports can harm small and
medium-size manufacturing—on which
many of the poor depend for employ-
ment, The record of East Asia shows that
the normal prelude and complement to
the creation of a successful export man-
ufacturing sector is a period of protec-
tion for infant industries. Their
comparative advantages were more
often created than discovered.

The second danger is that, if develop-
ing countries collectively increase the
supply of certain exports, they will drive
global prices down. The benefits will go
to the consumers of poor countries’
exports, many of whom are better off
than the producers,

Sowrce: Berry, Horton and Mazumdar 1997,

Like trade, capital flows to poor
countries also raise questions about
whether there should be restrictions—
beyond such obvious ones as those on
foreign direct investment in environ-
mentally damaging industries. Against
much evidence of the potential benefits
from capital inflows, there are some con-
cerns. A new concept, the “tequila
effect”, was created when billions of dol-
lars flowed out of Mexico in December
1994—precipitating not just a national
financial crisis but also a global one. In
Latin America the two countries with the
most successful recent growth perfor-
mance—Chile and Colombia—both
apply controls on capital. The capital
account needs to be managed carefully
to avoid currency overvaluation and
exchange rate fluctuations—both of
which harm small and medium-size
EXPOrters.

There are also concerns about the
relationship of foreign and local capital.
More efficient foreign producers may
crowd out local entrepreneurs from
more profitable activities and repatriate
the proceeds rather than reinvest them
locally. They may also monopolize the
scarce supply of skilled labour, hurting
national companies.

If, in addition, national governments
20 out of their way to attract foreign
direct investment by offering to relax
labour or health standards, that will hurt
the poor and set off a “race to the bot-
tom” that will lower standards world-

wide.

)

microenterprises and small and medium-
size firms—they are more labour-intensive
than large firms and will provide the bulk of
new jobs for the poor for some time.
Subcontractors to larger enterprises and
bridges between the informal and formal
sectors, these firms increase competitive-
ness by reducing fixed costs and providing
flexibility.

Such links have been forged effectively
in Japan and in some of its Asian neigh-
bours. But these links are much less com-
mon in Africa and Latin America—the
legacy of protection that gave large firms
few incentives to link up with smaller
companies.

Small enterprises that can export should
be supported in  making this leap.
Otherwise, production will continue to be
dominated by larger and less labour-
intensive firms. And small enterprises vul-
nerable to imports may merit temporary
protection.,

4. Manage new technology. Labour-
saving technologies that are developed else-
where and require advanced skills may be
inappropriate in developing countries.

Though vital, technological change will
always be a double-edged sword—and its
relationship with poverty reduction is com-
plicated and poorly understood. The bene-
fits of investment in technology can be
maximized if it is accompanied by strong
policies to create human capital and foster
small enterprises.

5. Reduce poverty and provide safety nets.
Globalization redistributes opportunities
and benefits in a way that can lead to rising
inequality. Policies to reduce poverty and
moderate income inequality can counter
the disruption from globalization. Safety
nets are needed to catch those hurt by the
disruption and to help them move in a new
direction.

6, lmprove governance. Globalization
usually weakens the state’s influence—but
in many ways it demands a stronger state, to
help people reap its benefits and mitigate its
costs. Better governance is vital not just to
ensure the rule of law and protect against
international organized crime, but also to
maintain and expand social and economic
infrastructure.
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Group solutions and concerted action

Many policies that governments wish to
adopt are possible only in concert with
others, such as through regional trading
groups. These groups can increase trade,
facilitate financial flows and enhance trans-
port links. By forming such groups, poor
countries could thus combine increased
competition with economies of scale and a
better division of labour—while retaining
some protection from competition from
more advanced countries. Such groups tra-
ditionally have a high failure rate, but some
have recently found new energy—
CARICOM (for the Caribbean) and
ASEAN (for South-East Asia).

Even outside regional groups, develop-
ing countries, especially the poorer ones, will
carry greater weight if they coordinate their
actions and bargain as groups. Some such
groups could exercise producer power over
supplies, as OPEC countries did. Concerted
action by commodity exporters could help
stabilize commodity prices at levels that do
not consign people to poverty. Exporter
groups could establish buffer stocks, pro-
duction quotas and stockpiles—financed by
a tax on importers and exporters. A link
could be established between such supply
management and diversification of exports,
with some of the gain in export revenue
being used to finance diversification.

Developing countries sharing similar
external indebtedness could coordinate
negotiations of international solutions to
the debt problem. Ironically, the more pow-
erful creditors have insisted on a case-by-
case approach, undercutting collective
negotiation by debtors.

Bargaining that capitalizes on national
power endowments could be a useful sup-
plement to multilateralism for developing
countries. To a large extent this was the
strategy of Japan, Europe and the United
States in the Uruguay Round. The main dif-
ficulty for the poor countries: they have less
power than the rich.

International policy options
Are states becoming irrelevant? At one level

they are being resisted by ethnic and other
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groups pressing for greater autonomy and
self-determination, At another they are
being bypassed by multinational corpora-
tions that care little about local jurisdic-
tions. They seem to have become too big for
the small things, and too small for the big.

The big things pose enormous
challenges for international governance—
challenges related to the growing interde-
pendence of countries and people as well as
to the persistent impoverishment of much
of the world. While the world has shrunk,
the mechanisms for managing the system in
a stable, sustainable way for the benefit of
all have lagged behind. The accelerating
process of globalization is expanding global
opportunities without distributing them
equitably. The playing fields of globalization
more often than not slope against the inter-
ests of people and countries.

Pro-active national efforts are essential
for translating globalization into poverty
reduction. International efforts must share
the responsibility for providing the much-
needed public good of equity and social
cohesion through cooperation in its widest
sense. Globalization increases both the
benefits from providing this international
public good and the penalties from neglect-
ing it.

Today's global integration is wiping
away national borders and weakening
national policies. A system of global policies
is needed to make markets work for people,
not people for markets.

To seize the opportunities of globaliza-
tion, the poorest developing countries
need:

1. Awmore supportive macroeconomic pol-
icy environment for poverty eradication. The
world clearly needs much more effective
macroeconomic policy management at the
global level—with more stable sources of
international liquidity, better surveillance,
faster crisis response mechanisms and a
larger multinational lender of last resort.
Existing organizations serve these purposes
inadequately. Indeed, by stressing the
importance of controlling inflation and
focusing on the need for reform in deficit
countries, they often place the burden
squarely on the shoulders of the poor—with
a deflationary impact on the world economy.

States have become
too big for the
small things,

and too small

for the big
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TABLE 4.1

State and corporate

power, 1994

(US$ billions)
Total
GDP or
Country corporate
or corporation sales
Indonesia 174.6
General Motors 168.8
Turkey 149.8
Denmark 146.1
Ford 1371
South Africa 1233
Toyota 1m11a
Exxon 110.0
Royal Dutch/Shell 109.8
Norway 109.6
Poland 92.8
Portugal 91.6
IBM 72.0
Malaysia 68.5
Venezuela 59.0
Pakistan 571
Unilever 497
Nestlé 478
Sony 47.6
Egypt 43.9
Nigeria 304
Top five
corporations 871.4
Least developed
countries 76.5
South Asia 451.3

Sub-Saharan Africa 246.8

922

Source; Fortune Magazine 1996,
World Bank 1995d and UNRISD

1995.

2. A fairer mnstitutional environment for
global trade. There is an urgent need to treat
the products of developing countries on a
par with those of industrial countries—and
to accelerate the liberalization of markets of
interest to poor countries, such as textiles,
and institute a comprehensive ban on
dumping agricultural exports.

In addition, concrete and substantive
actions are required for the least developed
countries, including:

* Eliminating tariff escalation for semi-
processed tropical agricultural products
and natural resources.

* Deepening tariff cuts and eliminating
duties under preferential schemes.

* Exempting textile imports from small
exporters from restrictions, regardless of
whether the exporters are members of the
World Trade Organization (WTO).

* Banning product-specific restrictions
against exports from the least developed
countries.

These options are considered in the
Comprehensive and Integrated WTO Plan
of Action for the Least Developed
Countries. But no detailed recommenda-
tions have been adopted or implemented.

3. A partnership with multinational cor-
porations to promote growth for poverty reduc-
tion. At the international level there is
nothing equivalent to national legislation
ensuring fair taxation, environmental man-
agement and labour rights and protecting
against monopolies. Remarkable, consider-
ing that some multinational corporations
command more wealth and economic
power than most states do. Indeed, of the
world’s 100 largest economies, 50 are
megacorporations. The 350 largest corpo-
rations now account for 40% of global
trade, and their turnover exceeds the GDP
of many countries (table 4.1).

What's needed? An incentive system
that, while avoiding excessive regulation,
encourages multinational corporations to
contribute to poverty reduction and be
publicly accountable and socially responsi-
ble. Both industrial and developing coun-
tries have interests here. Those of the
industrial include preventing tax evasion.

4. Action to stop the race to the bottom. In
a world of cutthroat competition, countries

underbid each other in labour costs, labour
standards and environmental protection—
to produce as cheaply as possible for the
international market. Many countries uni-
laterally try to restrain these races to the
bottom. And some may come under exter-
nal pressure if they tolerate dangerous
working conditions and child labour, with
human rights issues a basis for unilateral
trade sanctions. A more efficient and equi-
table approach would be to strengthen
institutions such as the International
Labour Organisation—to support respect
for labour rights—and to develop similar
institutions for international environmental
protection.

International coordination is  also
needed to avoid races to attract interna-
tional investors by offering overly generous
tax incentives that erode the 1ax base.

5. Selective support for global technology
priorities. Global research and development
has been biased towards the needs of rich
countries—and now this bias is being
accentuated with the shift from publicly
financed research towards research by com-
panies keen to appropriate the benefits.
Resources are shifting away from research
with public-good characteristics, such as
that which led to the green revolution, and
towards research focusing on more appro-
priable goods, such as biotechnology.
Similarly, research by pharmaceutical com-
panies is dealing more with the ailments of
rich countries than with those of the devel-
oping world.

Today competitiveness in trade and in
attracting capital is more knowledge-
intensive than ever before. Through infor-
mation superhighways, new technology is
eliminating some problems of access to
knowledge. But the poor are left with little
access to these superhighways, lacking both
the vehicles—personal computers, tele-
phones, televisions—and the education
and skills to drive them. Many countries
need assistance in managing the informa-
tion revolution to avoid marginalization
and exploitation.

6. Action on global debt. The highly
indebted poor countries need debt relief
now—not at some indeterminate point in
the future. Providing effective relief to the
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20 worst-affected countries would cost
between $5.5 billion and $7.7 billion—less
than the cost of one Stealth bomber and
roughly equivalent to the cost of building
the Euro-Disney theme park in France. The
meagre financial costs contrast with the
appalling human costs of inaction. The
Group of Seven and the Bretton Woods
institutions should aim to end the debt cri-
sis for the poorest countries by 2000. Such
relief would require special measures to
convert debt reduction into poverty reduc-
tion—reorienting  national  priorities
towards human development objectives.
Relieved of their annual debt repayments,
the severely indebted countries could use
the funds for investments that in Africa
alone would save the lives of about 21 mil-
lion children by 2000 and provide 90 mil-
lion girls and women with access to basic
education.

7. Better access to finance for poor coun-
tries. If poor countries are to participate in
globalization on more advantageous terms,
they need better access to finance, Private
capital is bypassing areas of desperate need,
especially Africa, And public finance deliv-
ered through bilateral and multilateral
assistance is not filling the gap.

Bilateral aid has fallen to 0.28% of indus-
trial country GDP on average—the lowest
since aid targets were set. This trend must be
reversed, and the quality of aid must be
improved, with a stronger focus on poverty
eradication. Considerable resources could
be mobilized by restructuring aid budgets.
Adopting the 20:20 initiative, which calls for
earmarking 20% of aid flows and 20% of
developing country budgets for basic social
services, could contribute enormously to
human development and the eventual erad-
ication of poverty.

In many respects the world is sailing
through the current era of globalization
with neither compass nor map. Too little is
known about the links between globaliza-
tion and poverty, an area that demands

GLOBALIZATION

delivery, the allocation of frequencies for
international communications, the stan-
dardization of international trade laws
and investment codes, customs formali-
ties, global environmental initiatives,
rules governing the disposal of industrial
waste, the fight against global pandemics,
the preservation of the common cultural
heritage, the collection and analysis of
statistics at a global level, even interna-
tional air travel. The United Nations
encourages globalization—but also seeks
to ensure that the process is fair and effi-
cient, that all countries and all people—
especially the poorest—can benefit.

For the past five decades the United
Nations has been at the forefront of inter-
national efforts to reduce poverty—
defining needs, outlining policies, sharing
experience and taking and supporting
action. WHO helped mobilize world-
wide action for the eradication of small-
pox. FAO created early waming and
monitoring networks for food security.
UNESCO aided national literacy and
education campaigns, ILO supported the
World Employment Programme and pio-
neering work in employment, and its
funding programmes have made possible
many practical efforts in poverty reduc-
tion. UNICEF effectively promoted uni-
versal immunization in the 1980s and
mobilized global efforts to address the
needs of children and women. UNFPA
contributed to family planning and to bal-
anced population growth. UNDP helped
countries build their own capacity for

and UNDPI 1996,

BOX 4.5
UNifair criticism?

The United Nations has been part of the  poverty eradication through sustainable
process of globalization from the begin-  human development.
ning. Through agreements negotiated at Many of the advances in health, edu-
the United Nations, and with the techni-  cation, nutrition, population, environ-
cal support of UN staff and experts, it  mental sustainability and other aspects of
makes possible such essential elementsof ~ poverty reduction had their original
globalization as international mail  inspirationina UN resolution orina pro-

gramme or country project supported by
a UN body. At the World Summit for
Social Development in Copenhagen,
heads of state and government convened
not to discuss arms control or to broker
peace agreements, but to recommit the
international community to the goals of
poverty eradication.

The United Nations has made many
contributions to the great ideas on
development. Six Nobel Prize laureates
in economics have worked for the
United Nations. Many global policy ini-
tiatives began within the United
Nations and then were implemented
elsewhere, including the International
Development Association at the World
Bank, the Compensatory Finance
Facility at the IMF and the Generalized
System of Preferences at UNCTAD.
And in the past decade such publica-
tions as UNICEF's Adjustment with a
Human Face and UNDP's Human
Development Reports have influenced
the international and national debates
on development.

Serving a global community of 185
states and some 6 billion people, the UN
has $4.6 billion a year to spend on eco-
nomic and social development—less
than the annual budget of New York’s
State University, This is the equivalent of
80 cents per human being, compared
with the $134 a person spent annually on
arms and the military. Is the United
Nations too expensive for a globalizing
world?

Source: Childers 1995, Commission on Global Governance 1995, Kennedy and Russett 1995
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much more intensive study. But regardless
of the future direction of globalization, we
know enough about the basic measures that
need to be taken to attack poverty. The
speed of globalization makes them all the
more urgent.



CHAPTER 5

SN

What is lacking
is political
momentum

to tackle poverty
head on
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Politics, not just economics, determines
what we do—or don't do—to address
human poverty. And what is lacking is not
the resources or the economic solutions—
but the political momentum to tackle
poverty head on.

Much is known about what is needed
to eradicate poverty—job-led growth,
access to credit, redistribution of land,
investment in basic social services, promo-
ton of the informal sector and sound
macroeconomic policies. But too little
attention has gone to finding ways to
ensure that such actions are taken. How
can an environment be created that
ensures that state policies, market forces,
civil activism and community mobilization
contribute to the eradication of poverty?
What political reform is needed to ensure
pro-poor policies and pro-poor markets?

A political strategy for poverty eradica-
tion has three essential elements:

Political empowerment of poor people.
People must organize for collective action
to influence the circumstances and deci-
sions affecting their lives. To advance their
interests, their voices must be heard in the
corridors of power.

FPartnerships for change. All agents in soci-
ety—trade unions, the media, community
groups, private companies, political parties,
academic institutions, professional associa-
tions—need to come together in a partner-
ship to address human poverty in all its
dimensions. And that partnership must be
based on common interests and brokered
compromises. Society must be open
enough to tolerate a complex web of inter-
ests and coalitions and to ensure stability
and progress towards human development.

An enabling and responsible state. The
state needs to foster peaceful expression of
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people’s priorities and to ensure democra-
tic space for brokering the interests of soci-
ety’s many groups. Thus it needs to
promote participation and encourage pri-
vate-public partnerships. It also needs to be
transparent and accountable—and to resist
pressure from the economically powerful.

A formidable challenge

Building peaceful political momentum for
poverty eradication is a formidable chal-
lenge. Poverty often serves the vested inter-
ests of the economically powerful, who may
benefit from exploiting the pool of low-paid
labour (box 5.1).

The realities of economic, social and
political disparities and injustices are so
overwhelming that few believe that things
can change. And some think that only vio-
lence and confrontation can produce real
change in favour of the poor. Poverty is bru-
tal. It can provoke violent reactions. Those
who profit from the status quo have often
defended their position with violence. And
when disappointment and frustration have
risen to a crisis point, the poor have some-
times turned to armed struggle.

Progress in human development and in
eradicating human poverty has often been
won through uprisings and rebellions
against states that have advanced the inter-
ests of the economically powerful while tol-
erating rigid class divisions, unbearable
economic conditions and human suffering
and poverty.

History is marked by uprisings and
rebellions sparked by poverty. English peas-
ants revolted against an impoverishing poll
tax in 1381. German peasants rose up
against their feudal overlords in opposition
to serfdom in 1524.
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Among developing countries, India has
a long tradition of peasants’ movements. As
far back as the 17th and 18th centuries,
when India was ruled by the British East
India Company, peasants rose up against
their British landlords.

In Bangladesh as recently as the 1950s,
there was another large-scale peasants’
movement, a response to unjust share-
cropping practices. Although sharecrop-
pers were responsible for providing all the
inputs, including labour, they received only
a third of the yield, with two-thirds going
to the landlords. The Three-Division
Movement that arose in opposition to this
exploitation demanded a 50:50 split.
Violence erupted, and the authorities
responded with force. But ultimately the
peasants’ demands prevailed, and the prin-
ciple of equal distribution of sharecrop-
pers' production was enacted into law.

Full-scale revolutions have their roots in
people’s reactions to poverty and economic
injustice. Spontaneous uprisings instigated
the French Revolution in 1789, the revolu-
tionary movements throughout Europe in
1848 and the Bolshevik Revolution in 1917.
The wars of independence in Africa and Asia
in the 19th and 20th centuries were not only
an expression of nationalism—they were also
a struggle against economic and social injus-
tice. The civil rights movement in the United
States in the 1960s too was a struggle for eco-
nomic and social emancipation—at times
resulting in violence despite the pacifist phi-
losophy of its leader, Martin Luther King Jr.

Sometimes it was the violence itself that
sabotaged the achievements of these strug-
gles. Many revolutions replaced one evil
with another through harsh recriminations,
self-serving leadership, misguided utopi-
anism or betrayals.

Naturally, not all progress in eradicating
poverty was achieved through confronta-
tion. Some strides in reducing poverty,
especially since 1960, have been gradual
and peaceful, as with the formation of wel-
fare states in industrial countries and the
reduction of infant mortality, the increase in
life expectancy and other achievements in
developing countries.

This chapter looks at the need for peace-
ful—but fundamental—reform  through
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collective action and democracy. The chal-
lenge facing today’s leaders, activists and
citizens is to learn from history and work
towards non-violent change, understanding
the risks of confrontation and the back-
lashes it can produce. Avoiding violence and
chaos is in all people’s interest, and the
imperative of avoiding disorder must be the
motivation to share power more equitably.

The need for collective action

Achievements in  eradicating human
poverty depend first and foremost on peo-
ple’s ability to articulate their demands and
mobilize for collective action. Isolated and
dispersed, poor people have no power and
no influence over political decisions that
affect their lives. But organized, they have
the power to ensure that their interests are
advanced. As a group they can influence
state policies and push for the allocation of
adequate resources to human development
priorities, for markets that are more people-
friendly and for economic growth that is
pro-poor. It is the pressure from people to
defend their rights and to remove obstacles
and enhance their life opportunities that
will eradicate human poverty.

Putting local initiatives and community
action at the centre of poverty eradication
strategies is the only way, though a difficult
one, to ensure that those strategies are truly

Vested interests in perpetuating poverty

BOX 5.1

Poor people are often seen as an eco-
nomic burden on society. Yet poverty
often serves the vested interests of the
economically powerful, who may
depend on the poverty-stricken to
ensure that their societies run smoothly,
A mobile pool of low-paid and unorga-
nized workers is useful for doing the
“dirty, dangerous and difficult” work
that others refuse to do. In industrial
countries many jobs considered menial
are taken by immigrants, legal and ille-
gal. With no legal protection or oppor-
tunity for collective action, workers are
often exploited, receiving wages far
below the minimum.

Source: @yen 1997,

The poor can also be politically con-
venient. In some countries they serve as
scapegoats for the ills of society, as
immigrant workers do in Europe and
North America. But they can also serve
as a useful pool of voters for politicians
who claim to serve their interests—even
if they never consult them.

In the end, poverty reduction must
involve some redistribution of resources
—economic, social or political—and that
will sometimes be vigorously opposed.
Any strategy to eradicate poverty must
therefore take into account the fact that
many people have a vested interest in the
perpetuation of poverty.
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people-centred. This has profound implica-
tions. Poor people must no longer be seen
as beneficiaries of government largesse, but
instead as legitimate claimants of entitle-
ments. That is why years of action by com-
munity groups and others have focused
increasingly on rights—to employment, to
health, to reproductive freedom, to partici-
pation. This approach recognizes the inher-
ent dignity of all members of the human
family—a dignity that states have a duty to
protect.

People's mobilization for collective
action to eradicate poverty may take many
forms.

Community mobilization

Poor people must mobilize themselves and
build solidarity to improve their life oppor-
tunities. Individual empowerment is the
starting point of community action. As the
women’s movement has so successfully
demonstrated, the personal is political (box
5.2).

At the core of collective action against
poverty is self-help. Under normal circum-
stances most communities already have sys-

BOX 5.2

Alagamma gains control of her life

Empowerment is about change in
favour of those who previously exer-
cised little control over their lives. This
has two sides, The first is control over
resources (financial, physical and
human). The second is control over ide-
ology (beliefs, values and attitudes).
Alagamma is an illiterate Indian
woman of scheduled caste. She used to
earn a pittance from Ganesan, a quarry-
ing contractor, by breaking granite
blocks into smaller stones. Her entire
family was bonded to Ganesan because
her father once borrowed money from
him secured on their quarter acre of land.
Then the government gave quarry-
ing rights to groups of women workers
like Alagamma, breaking the hold of
contractors and the Indian mafia.
Alagamma and her father took
Rs 1,000 ($40) to the shop where
Ganesan was sitting. They told him that
they had come to repay the money they

Source: G. Sen 1997,

had borrowed eight years ago and
reclaim their quarter acre. Ganesan was
not inclined to take the money and told
them to come back in two or three
years. But Alagamma and her father
were adamant: they told Ganesan they
would plough their land the next day.
And they did.

Empowerment starts with changes
in consciousness and in self-perception.
This can be the most explosively cre-
ative, energy-releasing transformation,
one from which there is no looking back.
Empowerment taps powerful reservoirs
of hope and enthusiasm among people
used to viewing themselves negatively.

Governments, NGOs and other
institutions do not empower people;
people empower themselves. But
through policies and actions govern-
ments can either create a supportive
environment or put up bartiers to
empowerment.
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tems of mutual support. As chapter 3
shows, one of the main assets people have
to defend themselves against poverty is the
network of family and community to which
they can turn to cope with sudden crises.

At times, however, these networks are
stretched beyond breaking point. Historical
processes such as wars or colonization have
sometimes weakened the social capital of
communities. This has happened, for
example, in large areas of Indochina—
Cambodia, the Lao People’s Democratic
Republic and Viet Nam—as a result of the
Viet Nam War and its aftermath.

Much the same could be said of the
impact of colonialism in Africa. The belit-
tling of African culture and identity and
imposition of Western values sabotaged
social cohesion and solidarity in many com-
munities. Strengthening cultural traditions
can be an important part of building the
capacity for taking collective action.

There are striking examples of commu-
nities coming together to fight poverty. In
Senegal villagers have set up development
associations for village improvement, water
management, road construction, coopera-
tive marketing, mosque building and a
range of other activities.

The emergence of “local corporatism”
in recent years in China is another example
of  small-scale economic  solidarity.
Township and village enterprises are
spreading fast in rural areas of Guangdong,
Hebei and Jiangsu Provinces. Part of the
profits are put into community funds to
help support adult education and finance
informal insurance schemes for protection
in case of illness.

In many other countries cooperative
associations based on traditional forms of
solidarity manage small irrigation systems,
ensuring that the poorest households get
the water they need. In the Philippines
these self-managed schemes are called zan-
Jeros, in Thailand muang-fai and in Bali
subaks.

Community organizations, whatever
the terms used to describe them, are multi-
plying the world over. Kenya has 23,000
registered women’s groups, and the
Philippines about 12,000 people’s organi-
zations. In India the state of Tamil Nadu
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alone has more than 25,000 community
organizations. Counting non-registered
groups would push the figures even higher.

Non-governmental organizations

A vibrant civil society working towards the
eradication of poverty also depends on the
mobilization of people in more formal
organizations. Strong communities of
NGOs are particularly active in some
countries—such as Bangladesh, Brazil,
India, Indonesia, Kenya, the Philippines,
Thailand and Zimbabwe—playing a vital
role in poverty eradication and in advocat-
ing people-friendly development strate-
gies. In  Thailand, for example,
government-NGO consultations and part-
nerships are frequent and dynamic in many
important policy areas—from environ-
mental protection to housing rights for
slum dwellers to HIV/AIDS prevention.
NGOs must have the space and freedom
to play this essential role.

NGOs can be an important force for
poverty eradication—pressing for land
reform, for example, or protecting slum
dwellers from property developers (box
5.3). They can also represent people’s views
and priorities in contacts with governments.

In addition, NGOs can reinforce and
complement government activities—tend-
ing to be more flexible, more responsive
and more effective than official agencies in
reaching some communities. This role
should not be seen as “filling gaps” because
it does not relieve governments of their
responsibilities, a result that might be
repugnant to some proponents of NGOs,
But there are many productive partnerships
achieving things that governments alone
could not. In India, for example, govern-
ment resources combined with NGO
energy and creativity reaped spectacular
results in the Total Literacy Campaign.

Trade unions

Throughout the 20th century and before,
trade unions have played a vital part in pro-
moting better living and working condi-
tions. In the industrial countries years of
trade union activism were part of the strug-
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gle for higher wages, better benefits, shorter
working hours and stronger safety precau-
tions in the workplace. But trade unions
have also had a much broader social and
political impact. In many countries trade
unions were influential in the development
of welfare states and people-friendly mar-
kets (box 5.4).

But their power has been waning, and
membership is down almost everywhere. In
the United States union membership
declined from 23% of the labor force in
1970 to 16% in 1990. In France it has fallen
from 22% to 10%, and in Spain from 26%
to 10%. Only in the Nordic countries has
union membership increased since 1970.

In developing countries the shares tend
to be smaller, because there are fewer
workers in the formal sector. In Sub-
Saharan Africa only 1-2% of workers are

BOX 5.3

Empowering the urban poor in Mumbai, India

In developing countries NGOs play an
indispensable role in helping to reduce
and eliminate poverty. Their activities
vary widely, but their aims are the same.

Yuva—Youth for Unity and Voluntary
Action—is one of many NGOs working
in Mumbai (Bombay) for the rights of
the urban poor. It organizes youth and
women for social action in housing,
health, education and the judicial sys-
tem and offers counseling. Yuva is also
active in policy advocacy—and made its
voice heard at the Habitat I conference
in Istanbul in 1996.

One of its main activities is provid-
ing support to pavement dwellers, who
are under constant threat of being
evicted and of having their makeshift
homes bulldozed by the municipal
authorities. Often when people are
evicted, the authorities offer to relocate
them to the outskirts of the city, far from
their work and from their children’s
schools. Most soon trickle back to their
old locations, and the cycle starts again.

These people can find themselves
powerless in the vice between politicians
and large urban developers—a situation
that also offers considerable scope for
petty corruption by local officials.

Yuva educates people about their
rights—with  respect to housing,

Source: G, Sen 1997,

employment and schooling for their
children. Recognizing that, as else-
where, most responsibility for house-
hold survival falls on women, Yuva also
supports such activities as women's sav-
ings funds.

One of the pavement dwellers,
Lalitabai, explains their concerns: “We
have lived here for many years, most of
us for more than 15 years. We have
ration cards, and our names are on the
voting lists. We have a right to this
ground. We are saying that we will not
move from here until we have been
given land and a house. And not hous-
ing miles away in the jungle outside
Mumbai. No, what use would that be to
us? We need housing here so we can
continue to work in our jobs.”

The success of organizations such
as Yuva will always depend on the deter-
mination and courage of the poor peo-
ple with whom they work. These
qualities are clearly demonstrated by
another pavement dweller, Shantabai,
who says: “If we were not alert, they
would simply come and take away our
belongings. But we will fight them. We
know this is a just fight. They claim they
are enforcing the law, but we have been
told and we know that these laws are
wrong. It is right to resist them.”
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unionized—and they tend to be the ones
with better-paying, stable jobs. In Latin
America and the Caribbean the share is
about 20%.

As developing countries industrialize,
unions become more important. In the
Republic of Korea they have been the impe-
tus for democratization. But in Asia gener-
ally, they are under pressure from
governments and from multinational cor-
porations, which often make their absence
a condition of investment.

Trade unions have had trouble adapt-
ing to the changing times. They have lost
influence as the workforce has shifted
away from the ranks of production-line
workers and towards the more dispersed
workers in the services sector. The rapid
increase in unemployment has further

BOX 5.4

Trade unions led poverty reduction in Germany

Trade unions work solely for the benefit
of their members. True? Not always.
Many have had a much broader social
and political impact—such as those in
Germany.

Since the late 19th century the work
week in German industry has been vir-
tually halved. The union movement has
also succeeded in ensuring the steady
extension of financial safeguards against
the kind of economic downturns that led
to rampant poverty and misery in the
1870s and 1930s.

Many things now taken for granted
are social rights that were fought for and
won with much struggle by the trade
unions: freedom of association, the right
to strike and to bargain collectively,
industrial health and safety standards,
industrial law, universal suffrage, co-
determination and worker participation
in the workplace and the company and
representation on public bodies respon-
sible for everything from social insur-
ance to radio.

Trade unions proved to be the
biggest organized force working not
only for social reform but also for
democracy. Alongside other associa-
tions and political parties and often
against strong opposition, they strug-
gled for a more people-friendly market
and a “social state”, basic political rights
Source: Schneider 1991 and Block 1995.

and democratization. Trade unions
became “schools” and guarantors of
democracy. With the creation of the
Federal Republic, they strongly sup-
ported the strengthening of democratic
traditions and the creation of a “social
market economy”,

In the postwar era the German
economy has been a powerful exporter.
Social progress did not inhibit interna-
tional competitiveness—contrary to
what some critics of the social welfare
state and strong unions still contend.

Although in Germany labour does
not have the same influence over
national politics as it does in Austria or
Sweden, workers councils and co-deter-
mination at local levels have been deci-
sive in guaranteeing social progress,
even in times of slow growth. Both
unions and management are prohibited
from taking actions that could endanger
the welfare of the company. The out-
come is referred to as “socially oriented
business policy™.

The German labour union move-
ment stands in stark contrast to the
antagonistic labour relations in the
United Kingdom and the United States.
The underlying difference is that the
German model is based on negotiation
and compromise, the Anglo-American
model! on exclusion and polarization.

weakened the economic clout of trade
unions. Many critics of trade unions now
accuse them of contributing to unemploy-
ment and poverty by pushing the price of
labour too high. If trade unions are to
remain relevant, they clearly need to rein-
vent themselves—to represent a new gen-
eration of workers in a context of reduced
demand for labour and to build broader
alliances.

People's novements

Another essential form of collective action
is the self-mobilization of people into large
movements. Although these movements
are often equated with unrest and violence,
it is often the resistance to them by repres-
sive regimes and corporate interests that
causes the violence—not the movements
themselves. To be effective, people’s move-
ments must emerge spontaneously from
grass-roots initiatives, not be controlled or
manipulated from above. This is not to
downplay the importance of leadership in
harnessing the energies of people towards
common goals.

The most spectacular example of a peo-
ple’s movement: the enormously strong
women's movement. Global in reach,
empowering half the world’s people, the
women's movement has driven the progress
towards gender equality. The recognition of
equality as a human right, the near-univer-
sal right to vote and the increasing equality
in educational enrolment in most coun-
tries—these are just some of the revolu-
tionary achievements of this century-old
movement.

Another notable example: the struggle
against British rule in India, led by
Mahatma Gandhi. His policies of ahimsa
(non-violence) and satvagraha (passive
resistance) have been the inspiration for
many popular movements since—notably
the civil rights movement in the United
States. Gandhi's legacy includes the aspira-
tion to eradicate the unjust social and eco-
nomic aspects of the caste system.

Some movements—such as the anti-
apartheid movement in South Africa and
the movement for democracy in the
Philippines that brought Corazon Aquino
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profoundly affected
national human development.

Smaller movements focused on specific
issues or reacting to a specific threat are also
important collective action. Many local
groups have mobilized against develop-
ment projects or private company activities
that threaten the natural environment and
the livelihoods that depend on it. Others
have focused on more general environmen-
tal concerns—for example, the Green Belt
movement in Kenya (box 5.5). And still oth-
ers have focused on health and nutrition
issues—such as the Hunger Campaign in
Brazl (box 5.6).

to power—have

The need for partnerships

The success of political mobilization
against poverty hinges on winning broad
and diverse support. Poor people alone,
however well organized, cannot force the
policy shifts for poverty eradication. All
groups in society must be involved—not
just those representing the poor. Alliances,
partnerships and compromises are the only
viable vehicles for peaceful, sustained
reform.

What does it take to mobilize those
alliances and partnerships? A clear, shared
vision of the future that provides an
unshakable focus for action. And not just
for the poor. Visionary ideals can rally
groups normally seen as elite—politicians,
academics and other leading members of
society—to form alliances with the poor.

When enough people rally to a cause,
many ideals become  realistic.
Consider the abolition of slavery in the
19th century. And consider many of the
welfare reforms of the 20th century, which
would have seemed unthinkable a few
decades before. Idealists should thus con-
tinue to think the unthinkable, but with
clear commitment, presenting their pro-
posals with the same derail and elabora-
tion typically devoted to a meticulous
defence of the status quo.

Reformers need to work out the best
strategy for negotiating their way through
the power structure. Each strategy must of
course take local circumstances into
account, but experience shows the value of

can
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some general approaches, such as finding
common interests and exploiting differ-
ences among elite groups.

BOX 5.5

Environmental protection brings status to Kenyan women

People’s movements have been hugely
successful in protecting the environ-
ment and blocking the most destructive
activities of multinational corporations,

In Kenya some 100,000 women have
planted more than 20 million trees as part
of the Green Belt movement. Begun 20
years ago, the movement arose in
response to the alarming rate of soil ero-
sion, which was threatening rural liveli-
hoods,

Its success has been not only in
planting trees and combating soil ero-
sion, but also in empowering women—
giving them self-esteem and status in
their communities and enabling them to
earn extra income by selling seedlings.
The movement has also made people
more aware of the importance of the
environment to their survival.

Source: Maathai 1997.

Although the central government has
in the past been suspicious of such pow-
erful grass-roots movements, local forestry
officials are now closely involved in the
Green Belt movement, providing exten-
sion services to the women.

The movement is a good example
of how a natrowly focused initiative
gradually expands into a broad-based,
politicized movement. The members
are benefiting from civic education,
debating a wide range of political
issues—corruption, human rights and
security of tenure for slum dwellers.

The movement now has an advo-
cacy role beyond protecting the envi-
ronment. With wide popular support, it
has an impact on policies and is helping
to build a solid base for more equitable
development and democratic governance.

BOX 5.6

How one campaign helped shape public policy in Brazil

Brazilians’ struggle against dictatorship
taught them the value of solidarity and
collective action. Organized through
informal committees, church initiatives
and trade unions, women and men have
challenged prevailing social inequities
and human poverty. Under the umbrella
of the Citizen Action Group against
Hunger and Misery (the Hunger
Campaign, for short), an innovative
form of collective action emerged,
mobilizing both non-poor and poor
people in a popular alliance 1o fight
poverty.

The Hunger Campaign is a net-
work of committees supporting food
campaigns, income-generating  pro-
jects, maternal and child health initia-
tives, support services for the elderly
and care for people living with AIDS.
The campaign has advocated greater
political commitment to eradicating
poverty, a sense of public responsibility
and people-centred solutions.

The campaign has had a marked
impact on attitudes and behaviour, par-

Sonrce: Correa 1997.

ticularly of government officials. And it
has made people less fatalistic about
the scourge of poverty and more hope-
ful about the future.

The campaign has also helped
shape government policy, persuading
national and local governments to
adopt social equality as a priority. It
successfully pushed for a social agenda
as part of Rio de Janeiro's bid for the
Summer Olympics in 2004.

The campaign’s main aim is to
eradicate absolute poverty, by meeting
five targets: quality education for all
children and teenagers, homes for the
homeless, adequate nutrition for all
children, upgrading of slum areas and
investment in sports activities for
youth.

The success of the campaign in
mobilizing private and public support,
forming partnerships and influencing
public policy is proof that solidarity
and collective action can achieve much
in fighting human poverty and social
inequality.
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Finding and creating areas
of commion interest

No child should die of hunger. On this the
whole community can probably agree. The
community may also agree that all citizens,
regardless of their ability to pay, should have
basic health and education services.
Common interests may also reinforce these
common concerns. Reducing levels of
infectious disease by spraying or immuniza-
tion makes everyone safer. Similarly, a more
literate population benefits all of society
through the associated productivity gains.
Common interests also  abound
between employers and employees.
Enlightened employers want their workers
to be well fed and energetic, and so are
likely to support low food prices. But they
also want workers to be literate and skilled,

BOX 5.7

A rural-urban alliance for poverty reduction in Norway

Almost everybody in society benefits
from the reduction and eradication of
poverty, and disparate groups can be
brought together to work towards that
goal once a common interest has been
identified. Let’s take a simple example.

In Norway poverty was virtually
eliminated in the first half of the 20th
century—largely thanks to an alliance
between rural smallholders and urban
industrial workers.

In 1900 Norway was a poor coun-
try. Although natural resources, espe-
cially fish, were plentiful and the
country was sparsely populated, rural
people (70% of the population) lived in
hunger and poverty.

Like many developing countries
today, Norway could have remained a
rich country with poor people. Why
didn't it? Three reasons:

* Education. Early investment in edu-
cation ensured that by 1900 illiteracy
was virtually zero.

»  Secure land tenure. Land was of little
commercial value, so even poor people
had secure tenure and thus access to
natural resources.

* Democratic institutions. By 1913 uni-
versal adult suffrage meant that the
rural poor were strongly represented in
parliament.

Source: Brox 1996.

This last point is particularly
important. Unlike in many other
European  countries, in Norway
democracy came first and industrial-
ization second. A modern economy
developed under a government repre-
senting the people, resulting in more
equitable and people-centred policies
to alleviate poverty.

Also distinguishing the Norwegian
experience is the solid alliance that
emerged between rural smallholders
and urban workers. Both groups had a
strong interest in accelerating rural
development. For the rural poor this
was a matter of direct self-interest. For
urban workers it meant preventing
large-scale migration to the cities, which
would lead o a labour surplus and
weaken the trade unions.

The strength of the rural poor lay
in their voting numbers, while that of
urban workers lay in their ability to
disrupt production. Their coalition
was so successful in ensuring heavy
investment in rural areas that as late as
1960 half the population still lived
there.

Only recently has this equilibrium
been disturbed, with unemployment
rising in both rural and urban areas.
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and so will support investment in education
and training.

Alliances may also be possible between
groups that seem to have little in common.
In Norway urban and rural poor found a
common interest in promoting rural devel-
opment that discouraged migration to the
towns and kept industrial labour in short
supply (box 5.7).

Common interests can also emerge
between beneficiaries and providers of
social services. Nurses, social workers,
extension workers, paramedical personnel,
primary school teachers—all stand to ben-
efit from an expansion of services. And
since they are often better organized and
more vocal than the poor, they can be pow-
erful allies.

In Kenya and Sri Lanka in the 1980s, for
example, resources devoted to primary
education increased partly as a result of
pressure from powerful teachers unions.
And in Peru in the 1980s, primary educa-
tion expanded largely because of efforts by
political parties to win the votes of teachers.

Just last year in Zimbabwe, nurses went
on strike to demand not only higher wages
but also more public investment in health
care. The government assumed that this
was mere pleading on behalf of a certain
group of emplovees. In fact, despite the dis-
ruption to health services, the strike
enjoyed widespread popular support.

Explotting differences among elites

Most ruling elites are coalitions of different
groups, and the poor can sometimes take
advantage of this.

In 19th-century Britain factory workers
allied themselves first with the industrial-
ists—to support the repeal of the Corn
Laws, which kept the price of food high.
But they also allied themselves with the
landowners against the industrialists when
it came to supporting laws that protected
the workforce. Both landowners and indus-
trialists protested that they would be
ruined—but both agriculture and industry
flourished for a quarter of a century. As has
been shown many times, promoting the
interests of the poor does not run counter
to the long-term interests of the rich.
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Another example is the expansion of
food stamps in the United States in the
1960s. In this case the interests of poor peo-
ple coincided with those of people in the
food-producing rural districts, whose repre-
sentatives in Congress allied themselves
with welfare-minded liberals.

The need for an activist state

Individuals and groups can do a great deal
on their own to combat poverty. But much
will depend on the environment created by
government action. The state has a central
role—not just through its activities but
through its influence on many other ele-
ments of society. And the call for people’s
mobilization must not be a justification for
the state to abdicate its responsibilities.

In the era of structural adjustment many
states have slashed expenditures on social
services, often with the argument that the
gap can be filled by community self-help. At
times the pressure on spending has moti-
vated the introduction of user fees for
health services—in countries where there is
no capacity for effective means-testing and
where people cannot afford even the lowest
fees. This is a perversion of the ideals of self-
help.

A poverty eradication strategy requires
not a retreating, weak state but an active,
strong one, and that strength should be
used to enable the poor rather than disable
them.

The disabling state

Some states use much of their power for
actions that run counter to the interests of
poor people. Politicians use government
resources to strengthen their hold on
power. Public officials demand bribes
before they allow access to government
benefits (box 5.8). And well-connected cit-
izens use political influence to gain prefer-
ential access to public resources, The result:
not just inefficient and inequitable alloca-
tion of resources, but also less freedom and
more human deprivation.

In the worst cases politicians have used
their offices ruthlessly to amass personal
wealth and power and benelit those on
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whose support they depend—with no
regard for efficiency or the public interest.
The most extreme examples include Trujillo
in the Dominican Republic, Somoza in
Nicaragua, Amin in Uganda, Marcos in the
Philippines and the Duvaliers in Haiti.

But it is not necessary to point to a hand-
ful of dictatorships to find ways in which gov-
ernments are dominated by vested interests.
Health and education services are fre-

BOX 5.8

Poverty and corruption

Like blackmail, corruption makes you
payto end the nuisance it creates: it puts
sand in the gears of the administrative
machinery and charges you for its
removal.

Corruption in government increases
poverty in many ways. Most directly, it
diverts resources to the rich people, who
can afford to pay bribes, and away from
the poor people, who cannot. But it also
skews decisions in favour of capital-
intensive enterprise (where the pickings
are greater) and away from labour-
intensive activities more likely to bene-
fit the poor.

Corruption also weakens govern-
ments and lessens their ability to fight
poverty. It reduces tax revenues and thus
the resources available for public services.
And if administrations are assumed to be
corrupt, honest people tend to avoid pub-
lic service, so the quality of personnel suf-
fers. More generally, corruption eats away
at the fabric of public life—leading to
increased lawlessness and undermining
social and political stability.

To focus attention on this issue, a
recently established NGO, Transparency
International, publishes an annual
Corruption Perception Index based on a
survey of international businesspeople’s
perception of corruption in the countries
in which they operate. In 1996, accord-
ing to this index, the most corrupt coun-
try was judged to be Nigeria, followed by
Pakistan, Kenya, Bangladesh and China;
the least corrupt was New Zealand.

Many countries are now making
greater efforts to root out corruption.
They are introducing systems to improve
transparency and accountability in pub-
lic administration, including regular
independent auditing and incentives
and protection for whistle-blowers.

In Botswana the parliament passed
the Corruption and Economic Crime
Act in August 1994, This act establishes
a directorate, reporting to the president,
with a mandate to prevent, investigate
and report on corruption. The act also
provides a comprehensive legal frame-
work for the government’s anticorrup-
tion drive, which is already showing
results,

Other countries are addressing what
is often considered the root cause of
corruption—inadequate  government
salaries, Uganda has tripled the salaries
of teachers in the hope that this will
reduce the widespread practice of sell-
ing grades and test results. And
Philippine tax authorities have reduced
corruption through employee bonuses
and merit-based promotions.

Corruption also requires an interna-
tional response, and corporations from
industrial countries must bear some of
the responsibility. They often consider
paying bribes a reasonable way to do
business—and it is frequently tax-
deductible. The US government has
made corruption by US citizens of offi-
cials in other countries a criminal
offence, something that other countries
are now also considering.

Discussions about corruption have
intensified at the United Nations, and
in 1996 the Economic and Social
Council adopted the United Nations
Declaration against Corruption and
Bribery in International Commercial
Transactions, In addition, the Crime
Prevention and Criminal Justice
Branch of the UN Secretariat contin-
ues to provide guidelines and recom-
mendations to governments on rooting
out corruption.

Sonrce: Transparency International 1996 and Frisch 1996.
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Government that
acts in the interest
of poor people is
easier to achieve in
democratic systems

102

quently biased towards the wealthy in urban
areas. Food policy too is often skewed
towards the well off: prices are kept low so
that urban officials and the military get sub-
sidized supplies—at the expense of poor
farmers and landless labourers.

The structure and operations of the
economy may be pro-rich and antipoor,
biased towards serving vested interests.
Government policy can lead to underpriced
capital, overpriced labour and an overval-
ued exchange rate—encouraging tech-
niques that are capital and import intensive.
And governments may support monopolies
and cartels rather than labour-intensive
microenterprises in the informal sector or
small-scale agriculture. In Malawi until
recently, smallholder farmers were forbid-
den to grow some of the more profitable
cash crops, protecting the interests of a
powerful consortium of estate owners.

Market competition offers an important
way in which people, especially poor peo-
ple, can escape economic domination by
exploitative government, big landlords and
big retailers. But for markets to help in this
way there must be real competition, not
monopolies. Worst of all are markets cor-
rupted by biased government influence—
when the market enters the government
and the government sells off monopoly
power to the highest bidder.

Various forces can encourage real com-
petition, even where governments are weak
or self-seeking. First, there are the profit-
seeking ambitions of producers and retail-
ers, who can be relied on to argue their own
case. Second, there are influences and
interests from abroad—foreign competi-
tors eager to enter the market and donor
governments and others wanting opportu-
nities for their own exporters and investors.
Third, there are the international agencies,
supporting the doctrine of free trade and
free competition. The result is rarely a text-
book example of perfect competition, but
poor people can often benefit from this dif-
fusion of market power—and can certainly
fare better than they would under a monop-
oly or under total government domination
of the economy.

Probably the most shocking example of
states’ use of power contrary to the interests

of poor people is the squandering of limited
budgetary resources in the continued
obsession with military might. Global
defence spending amounted to roughly
$800 billion in 1995 (in 1995 prices). South
Asia spent $15 billion in 1995, more than
what it would cost annually to achieve basic
health and nutrition for all worldwide. Sub-
Saharan Africa spent $8 billion, about the
same as the estimated annual cost of achiev-
ing universal access to safe water and sani-
tation in all developing countries. And East
Asia spent $51 billion, nine times the annual
amount needed to ensure basic education
for all worldwide.

If a government is more concerned
about its military establishment than its
people, the imbalance shows up in the ratio
of military to social spending. Some coun-
tries have corrected this imbalance; others
have not (table 5.1).

States can also add to impoverishment
by squandering resources on prestige pro-
jects. Abortive projects have become a
graveyard of white elephants in many poor
countries. Factories have been built that
have failed to reach full production capacity
and need big state subsidies to keep going.
Railways have been built that are now
impassable because of lack of maintenance.
Large sums have been spent on presidential
palaces and other showpieces. And other
infrastructure projects that are built might
have some benefit, but not for poor people.
A political decision to build a new interna-
tional airport—one that will replace an old
but fully functional airport—might run into
strong opposition from local organizations
demanding that the millions of dollars be

invested instead in human development.
The enabling state

Fortunately, this bleak view of the state is
only a partial one. The interaction among
people, markets and states is generally more
subtle. Many states can and do act in the
common interest or in the interest of poor
people—taking measures to, say, protect
children, redistribute wealth or reduce
poverty.

South Africa stands out as an example
of a country with a political commitment to
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poverty eradication and a strategy based on
public-private partnerships and a people-
driven process of development. The politi-
cal momentum of the struggle against
apartheid is now driving the struggle against
human poverty (box 5.9).

Government that acts in the interest of
poor people is easier to achieve in democ-
ratic systems where the poor represent a sig-
nificant electoral bloc, In Malaysia the
government has promoted the interests of
the Malays, who, although the majority of
the population, are generally poorer than
other groups. In Zimbabwe after indepen-
dence, the government took many mea-
sures to benefit the poor majority, including
a big shift in education priorities—between
1980 and 1984 it doubled the expenditure
per primary student. And in Malawi after
the 1994 shift to democracy, the govern-
ment introduced free primary education,
which increased net enrolment from 53% to
76%.

But free elections are not sufficient to
motivate states to become more enabling
and responsible. Studies on the link
between development and type of govern-
ment have established no clear correlation
between electoral democracy and success-
ful eradication of poverty. One important
reason is low voter turnout. It is especially
low in some industrial countries, implying

TABLE 5.1
Big military spenders

Military
expenditure
as % of
combined
Military education
expenditure  and health
as % of GDP  expenditure
Country 1995 1991
Korea, Dem.

People’s Rep. of  25.2 -
Oman 15.1 283
Irag 14.8 271
Croatia 126 -
Kuwait 11.8 88
Saudi Arabia 10.6 151
Israel 9.2 106
Russian Federation 7.4 132
Tajikistan 6.9 o
Pakistan 6.5 125
Myanmar 6.2 222
Brunei Darussalam 6.0 125
China 5.7 114

Source: 1155 1993 and 1996
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that many poor people do not use their vote
to influence policies (table 5.2).

BOX 5.9

South Africa—the struggle continues

“My government's commitment to cre-
ating a people-centred society of liberty
binds us to the pursuit of the goals of
freedom from want, freedom from
hunger, freedom from deprivation, free-
dom from ignorance, freedom from
suppression and freedom from fear.
These freedoms are fundamental to the
guarantee of human dignity.” In these
words at the opening of the first demo-
cratically elected parliament in South
Alfrica, President Nelson Mandela cap-
tured the hopes, aspirations and needs
of the population, particularly of the
black majority.

For many the situation has not yet
changed much—the landless; the
homeless; the black African majority,
more than 40% of whom live in absolute
poverty; women and children, who are
the majority of those living in depriva-
tion, especially in rural areas; and the
growing numbers of those who are
unemployed, underemployed or living
on less than $1 a day.

South Africa must operate in an
increasingly competitive global environ-
ment with a limited pool of skills and an
economic system that needs major
restructuring to promote growth. The
level of inequality is among the highest
in the world, and crime and violence of
all sorts, particularly against women and
children, are on the rise. Government
spending must be redirected towards
those in greatest need. But cuts in social
expenditures make sustainable develop-
ment based on progressive redistribu-
tion difficult to achieve.

South Africa is in search of ways to
eradicate poverty through a people-
driven process—one that has people
and government working in a new part-
nership to identify common priorities.
This partnership would work towards
processes for restoring and redistribut-
ing land; a legal framework to ensure
more equitable access to loans, housing,
education, health care and paid work;
and the effective promotion of racial
and gender equity.

A participatory study, conducted in
more than 150 communities nation-

Sowrce: Taylor 1996 and 1997.

wide, surveyed people’s perceptions of
the problems affecting them and of the
most effective ways to transform their
situation. People expressed a desire to
be informed and to participate in new
ways of governance. An essential need
voiced by the people is for channels of
communication that are accessible,
appropriate and timely “We cannot
draw up collective plans and strategies
with government if the bureaucracy is
antipeople and the language inaccessi-
ble,” said one person.

Another need is for solutions to the
violence—institutional, political, crimi-
nal and domestic—that people face in
their daily lives. As another person said:
“We are at war in our townships, we live
in fear for our lives every day, and noth-
ing is being done to safeguard us or our
children. How much more must we take
before something is done? We will no
longer wait for others to do anything for
us, because whether we live or die does
not matter to those who have the
resources. We will empower ourselves
through mass action and education to
solve our problems ourselves.”

The new constitution has created an
environment in which partnerships,
coalitions and alliances can be forged,
based on past common struggles against
apartheid. This will unleash a process
driven by people at the grass roots that
could mobilize both human and mater-
ial resources to address widening and
deepening poverty.

The political success that has been
achieved provides the space for critical
action, based on a shared history of strug-
gle. A range of people’s organizations are
emerging, born out of political resistance
and unique strategies of local mobiliza-
tion. These organizations can work with
the new government to plan joint strate-
gies to energize reconstruction and devel-
opment. And they can push for
government support of a people-driven,
sustainable process of development—a
process that generates work, ensures sus-
tainable livelihoods, builds a sense of
pride and reclaims the community as a
dynamic force for social transformation.
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During the cold war era the threat of
communism was an important force in
motivating non-communist — regimes—
whether or not they were democratic—to
improve the conditions of poor people. Just
as Bismarck introduced social policies to
stem the tide of socialism in Germany, the
governments of such countries as
Indonesia, the Republic of Korea, Malaysia
and Thailand advanced the interests of the
poor to avoid social unrest and political
upheaval. With this motivating force
removed, it has now become even more
critical to find ways to build political com-
mitment to poverty eradication. The fall of
communism has left only one prevailing

BOX 5.10

The power of participation

The great value of participatory rural
appraisals (which are not exclusively
rural) is in the way they empower com-
munities and build their capacity for
self-help, solidarity and collective
action. Such appraisals can be best
described as a family of approaches,
methods and behaviours that enable
people to express and analyse the reali-
ties of their lives and conditions, plan
what action to take and monitor and
evaluate results, They provide ways to
give poor people a voice, enabling them
to express and analyse their problems
and priorities. Used well, they can gen-
erate important (and often surprising)
insights that can contribute to policies
better fitted to serving the needs of poor
people. More fundamentally, they can
challenge the perceptions of those in
authority and begin to change attitudes
and agendas.

The methods used enable people
to share information, and stimulate dis-
cussion and analysis. Many appraisals
use visual tools. Maps show where peo-
ple live and where water, forests, farm-
land, schools and health facilities are
located. Flow diagrams help to analyse
problems and find solutions. Seasonal
calendars aid in planning agricultural
activities, and matrices in comparing
the merits of different crop varieties.

Participatory rural appraisals have
also proved to be of direct value to
policy-makers. By obtaining informa-
tion from communities, the appraisals

Source: TDS 1996b and Attwood 1996.

can build a detailed picture of the com-
plexity and diversity of local people’s
realities—and do it far better than such
conventional survey techniques as ques-
tionnaires. They provide an opportunity
to meet people face to face and a means
of gaining quick and accurate assess-
ments of the implications and impact of
policies.

In Jamaica an appraisal showed that
the stigma of living in an area with a rep-
utation for violence makes it difficult to
find a job. In Zambia an appraisal iden-
tified the wide gap between policy and
practice on exemptions from health
care charges for the destitute, showing
that the poorest often lose out. In
Honduras and Panama appraisals
showed that the areas where indigenous
people’s land rights were threatened
also had the greatest biological diversity
in the country, strengthening the peo-
ple’s claim to the land and the right to
manage and conserve its resources. In
Scotland an appraisal identified vil-
lagers’ interest in purchasing and man-
aging forests to generate jobs.

Participatory rural appraisals have
evolved and spread with astonishing
speed since the early 1990s. Origi-
nating mainly among NGOs in East
Africa and South Asia, they have since
been adopted by government depart-
ments, training institutes, aid agencies
and universities around the globe.
They are now used in at least 100
countries,

economic ideology in the political market-
place. Does the lack of competition mean
that the concerns of poor people are for-
gotten?

Most states are neither wholly harmful
nor wholly beneficial. They are not mono-
liths, but collections of institutions and
structures. This complexity offers the
potential for checks and balances that can
restrain corrupt officials and predatory gov-
ernment. It also offers openings for reform
and alliances within state structures.

States committed to building the politi-
cal momentum and policy environment for
the eradication of poverty can take steps in
several important areas. More important,
even states that are not fully committed can
be encouraged to take such steps, through
lobbying, democratic pressure and interna-
tional influence. Thesc actions put poor
people on the political map and support a
society-wide mobilization and partnership
for pro-poor action.

*  Promote political participation by all. The
government must enable people’s active
participation at many levels of debate, dia-
logue and decision-making. This requires
tolerant government institutions and free
discussions of policy, development and
change. Such an open atmosphere is greatly
assisted by freedom of speech, democratic
institutions, free elections and respect for
human rights. And ensuring the full partic-
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TABLE 5.2
Political participation
in industrial countries

Eligible

voters

voting

(%)

Country 1991-94
Lowest turnout
USA 39
Switzerland 46
Russian Federation 50
Poland 53
Finland 68
France 69
Highest turnout
Malta 96
Belgium 93
Latvia 90
Iceland 88
Slovenia 86
Denmark 84

Source: UNECE 1995b,
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ipation of women and minorities is likely to
require affirmative action.

*  Encourage public-private  partnerships.
Ideally, the relationship between govern-
ments and NGOs should be one of part-
nership, resulting, as in many countries, in
a constructive division of labour in which
the standard service delivery by provincial
and district authorities is complemented by
the more flexible, responsive activities of
NGOs. To support such partnership, gov-
ernments should create an adequate space
for NGOs and engage them in policy dia-
logue. Partnerships with private sector
firms also hold promise.

» Facilitate bottom-up planning. Govern-
ments have to offer adequate means for
communities to feed in views, information
and policy recommendations through every
tier of administration. A useful tool for par-
ticipatory planning and one that is proving
highly appropriate is participatory rural
appraisal (box 5.10).

s Ensure accountability and transparency.
All  organizations, public and private,
should be accountable not just to their
shareholders or members but to society as
awhole. This also means that NGOs should
be held accountable not just to their donors
but also to the communities they serve.

* Prevent the criminalization of politics.
State action for human development and
poverty eradication requires a clear separa-
tion of economic and political power. In the
complex web of power relations and self-
serving economic interests, weak govern-
ments cannot find a counterweight to
economically powerful groups and individ-
uals, leaving corruption a major obstacle to
poverty eradication. Legal mechanisms,
institutional arrangements and political
commitments are needed to fight corrup-
tion at every level.

*  Protect the freedom of the press. A free
press is essential for providing people with
the information they need to make rational
choices about political action. It helps
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establish the right political incentives for
policy-makers.

*  Promote judrcial activism. NGOs, com-
munity groups and people’s movements are
using legal action to achieve their goals.
Many countries already have a legal frame-
work recognizing economic, social and polit-
ical rights, with constitutions that commit the
government to human development—laws
often underused. In other countries activism
is needed to amend laws, do away with biases
and anachronisms and contribute to a pro-
poor legal framework for just settlements.

*  Promote civic education. People need 10
understand how their own political system
could work. Governments
should make greater efforts to ensure that
people are aware of their history, their con-
stitution and their rights. If they lack the
resources for this work, they should encour-
age NGOs to do it.
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The need for democratic space

Ending human poverty requires an activist
state to create the political conditions for
fundamental reform. Above all, this requires
a democratic space in which people can
articulate demands, act collectively and fight
for a more equitable distribution of power.
Only then will adequate resources be
invested in human development priorities,
and access to productive assets become
more equitable. Only then will macroeco-
nomic management be more pro-poor, and
markets provide ample opportunities for the
poor to improve their standard of living.

Since 1986 the proportion of govern-
ments that are democratically elected has
risen from 40% to 60%. Although an impor-
tant start, a democratically elected govern-
ment is not enough, however. The challenge
now is to ensure that democratic practices
and principles permeate every level and
dimension of society. When it comes to
eradicating poverty, political reform is not
an option—it is an imperative.

Ending human

poverty requires a

democratic space
in which people
can articulate
demands, act
collectively and
fight for a more
equitable
distribution of
power
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CHAPTER 6

The success of many
countries in rapidly
reducing many
aspects of poverty
makes inaction
immoral

Eradicating poverty everywhere is more than
a moral imperative and a commitment to
human solidarity. It is a practical possibility—
and in the long run an economic imperative
for global prosperity. And because poverty is
no longer inevitable, it should no longer be
tolerated. The time has come to eradicate the
worst aspects of human poverty in a decade
or two—to create a world that is more
humane, more stable, more just.

Reaching this goal early in the 21st cen-
tury is more feasible than most people real-

BOX 6.1

Human poverty is a denial of human rights

Human poverty constitutes a denial of
fundamental human rights. To promote
social progress and raise the standard of
living within the wider concept of free-
dom, international human rights law—
as enshrined in the UN Charter, the
Universal Declaration of Human Rights
and other treaties and declarations—
recognizes economic and social rights,
with the aim of attacking poverty and its
consequences. Among these rights are
an adequate standard of living, food,
housing, education, health, work, social
security and a share in the benefits of
social progress.

International law recognizes that
many countries do not have the

immediately; nevertheless, states are
obliged to take steps, to the extent that
their resources allow, to progressively
realize economic, social and cultural
rights. International law also obliges the
international community to assist poorer
countries in addressing their resource
problems, and commitments have been
made at UN conferences to increase
development assistance, focusing on
human development priorities and the
eradication of poverty.

All countries except Somalia and the
United States have ratified the
Convention on the Rights of the Child.
Well over two-thirds of all countries
have ratified other conventions related

resources to achieve some of these rights  to poverty and human rights.
BOX TABLE 6.1
Ratification status of major human rights conventions, 1 March 1997

Countries that Countries that

have ratified have not ratified

Convention or acceded or acceded
Economic, social and cultural rights, 1966 135 57
Civil and political rights, 1966 136 56
Elimination of discrimination against women, 1979 153 39
Rights of the child, 1989 190 2

Source: United Nations Centre for Human Rights 1997
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ize. True, there are the obstacles of vested
interests and opposition. But scepticism
and disbelief are just as disabling.

Freedom from poverty has long been an
international commitment and a human
right. The 1948 Universal Declaration of
Human Rights stated the principle:
“Everyone has the right to a standard of liv-
ing adequate for the health and well-being
of himself and his family, including food,
clothing, housing and medical care and nec-
essary social services” (box 6.1).

During the 1990s this commitment has
been made more specific—and linked to
time-bound targets—in the declarations
and plans of action adopted in major global
conferences on children (1990), environ-
ment and sustainable development (1992),
human rights (1993 ), population and devel-
opment (1994), social development (1995),
women (1995), human settlements (1996)
and food security (1996).

At the World Summit for Social
Development in Copenhagen—the largest
summit ever, with 117 heads of state pre-
sent and 185 governments represented—
countries for the first time made clear
commitments to eradicate poverty, not
merely alleviate it: “We commit ourselves to
the goal of eradicating poverty in the world,
through decisive national actions and inter-
national cooperation, as an ethical, social,
political and economic imperative of
humankind.” They also committed them-
selves to follow-up action and
implementation in partnership with all
actors of civil society:

* To set national goals.

* To prepare strategies geared to reducing
overall poverty substantially in the shortest
time possible.

* To reduce inequalities.
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* To eradicate absolute poverty by a tar-
get date to be specified in each country in
its national context (box 6.2).

These commitments and the success of
many countries in rapidly reducing many
aspects of poverty make inaction immoral.
But accelerated action will be spurred only
if all countries, including the industrial,
develop a new vision of the possibility of
eradicating poverty and a stronger sense of
how they will gain from it—through greater
security, greater stability and greater
prosperity.

The potential benefits of reducing
poverty are often doubted—but once they
appear, they are taken for granted. In coun-
try after country, incorporating the deprived
into the market and the power structure has
brought broader benefits, The same has
happened when poor countries have been
brought into the global economy, ending
the marginalization of people and
economies and achieving greater balance.

The scale of the challenge

What will it take to eradicate severe and
absolute poverty the world over?

The numbers in human poverty are
huge, whether counting those in conflict,
children out of school, households without
secure sources of food or access to safe
water and sanitation, or the 1.3 billion peo-
ple estimated to be struggling to survive on
less than the equivalent of $1 a day.
Notwithstanding the scale, the long-run

trends have been positive (figure 6.1). The
numbers escaping from poverty have dra-
matically increased in the past few decades.
The challenge ahead is to regain momen-
tum, and when the rate of advance is insuf-
ficient, to accelerate it—and when there
have been setbacks, to reverse them.

In a few countries, including at least one
or two in most regions, poverty is rapidly
decreasing, and many of the goals for the
year 2000 or even beyond have already
been achieved (table 6.1). These countries
are the fortunate exceptions,

For most countries a major acceleration
is still required if severe and absolute
poverty is to be eradicated in a decade or
two. Advances in life expectancy, child mor-
tality and basic health and education,
including the enrolment of girls, are contin-
uing, but not fast enough.

The weakness of pro-poor policies and
the slowness of growth are most serious for
about 100 developing and transition coun-
tries. But the failures of pro-poor growth
are most serious in Sub-Saharan and other
least developed countries.

For the better-off countries, including
most of the industrial countries, the chal-
lenge is not to achieve faster growth but to
find new ways to reduce poverty and hold
the line against new poverty and unemploy-
ment with the more or less steady growth
already being achieved.

Moderating inequality is the first step in
ending poverty. Since 1960 global inequal-
ity has increased beyond anything ever

TABLE 6.1

A few countries have already reached some of the goals for 2000 and beyond

South-East Latin

Asia  America Eastern
Sub-Saharan Arab South East andthe andthe Europe
Goal Africa  States Asia Asia Pacific Caribbean and CIS  Total
Life expectancy
above 70 years 1 b 1 3 6 23 13 53
Under-five mortality rate
below 70 per
1,000 live births 4 13 2 4 10 3 23 87
Net primary enrolment
ratio of 100% 0 2 1 0 0 1 4
Girls' primary enrolment
equal to or greater
than boys' 5 3 1 1 16 - 28
Countries in region 44 18 8 15 33 25 148

Note' The life expectancy goal is for 2005 (ICPD 1994), the under-five mortality goal for 2000 (WSSD 1985), the enrolment
goal for 2000 (UNESCO 1996¢) and the gitls’ pnmary enrolment goal for 2005 (WSSD 1995)
Source For life expectancy, UN 1996b; for under-five martality rate, UNICEF 1997, and for net enrolment, UNESCO 19960
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FIGURE 6.1

If trends of the past continue...
1980-95 trends for all developing
countries projected into the future
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BOX 6.2
Progress and challenges in key areas of
poverty eradication

Clear agreements to reduce poverty were made in all the global conferences of
the 1990s—but a giant step forward was taken in 1995 with the new political
commitment to eradicate poverty. Some of the specific goals:

* By 2000, reach a life expectancy at birth of not less than 60 years in every
country, by 2005, a life expectancy greater than 70 years and by 2015, life
expectancy greater than 75 years.

* By 2000, reduce under-five child mortality by a third from the 1990 level or
to 70 per 1,000 live births, whichever is less, and by 2015, to less than 45 per
1,000 live births.

* By 2000, reduce maternal mortality by half from the 1990 level, and by 2015,
by another half.

* By 2000, reduce severe and moderate malnutrition among children under
age five by half from the 1990 level, giving special attention to the gender gap
in nutrition.

* By 2000, achieve universal access to high-quality and affordable primary
health care, removing all programme-related barriers to use of family planning
by 2005. Eliminate polio, guinea worm disease, iodine deficiency disorders and
vitamin A deficiency.

* By 2000, achieve universal access to basic education and the completion of
primary education by at least 80% of primary-school-age children, and by 2015,

universal primary education in all countries.

* By 2000, reduce adult illiteracy by at least half from its 1990 level; by 2005,
close the gender gap in primary and secondary school education; and by 2020,
reduce female illiteracy by at least half from its 1990 level.

More—and better—schooling

School enrolment at all levels has expanded
by leaps and bounds in developing coun-
tries in the past 40 years. But many children
receive little or no education or drop out at
an early stage.

The World Conference on Education
for All in 1990 resulted in agreement on a
stepped-up programme to increase the cov-
erage and quality of primary schooling and
to expand adult education. The target:
basic education and literacy for all by early
in the 21st century.

By 1995 more than 100 countries had
developed plans and strategies to achieve
education for all, and about half had
increased budgetary resources to support
the plan. Total primary enrolment has risen
by about 50 million since 1990, with the
number of school-age children out of school
falling from 130 million to 110 million.

Three priorities:

* Most countries need to raise the quality
of primary schooling, with more resources

needed for books and other learning mate-
rials and for improving the quality and pay
of primary school teachers.

* Gender inequalities must be rapidly
ended and policies adopted to offset the
pressures hindering the enrolment and per-
formance of girls.

* The international community needs to
give stronger support to the poorest and

least developed countries truly committed
to the goal of education for all.

Reproductive health and family planning

Firmly anchored in a human rights frame-
work, the programme of action of the
International Conference on Population
and Development in 1994 made the
empowerment of women, gender equality
and equity and reproductive rights and
reproductive health, including family plan-
ning, the focus for follow-up action.

« Several countries have reoriented their
policies and family planning programmes

to adopt the broader reproductive health
approach advocated, Prominent among
them are India, Indonesia, Kenva, Lesotho,
the Marshall Islands, Mexico, Mongolia,
Peru and Zambia,
* Institutions to safeguard women'’s rights
and to promote women's empowerment have
been established in many countries, including
the Directorate for Gender Equity in
Colombia, the Women's Rights Commission
in Peru and the Ministry for Women's Affairs
and Women's Rights in Haiti.
¢ Increasing the role and responsibility of
men in family planning, parenting and repro-
ductive health is being emphasized in the
Dominican Republic, Mauritius, Myanmar,
Papua New Guinea and the Philippines.
* India has replaced its target approach to
family planning with an approach integrating
family planning with other aspects of repro-
ductive health, emphasizing quality of care
and meeting the needs of women and men.
To sustain the momentum generated at
the 1994 conference, the international
community must strengthen collaboration
and cooperation in:
* Integrating population issues into sus-
tainable development strategies.
* Vigorously advocating the empower-
ment of women and reproductive rights
and reproductive health for all,
* Giving special attention to the repro-
ductive health information and service
needs of youth and adolescents and other
vulnerable and marginalized groups.
* Preventing and controlling HIV/AIDS.
* Developing new partnerships  with
NGOs, the private sector and civil society.
* Mobilizing resources for expanded and
accelerated programme implementation,

Advances in access to water

Improving access to water has been one of
the fastest areas of advance since 1980,
with rapid improvements in all regions and
even in countries in economic decline.

Access to safe water and adequate sani-
tation for all is a basic need, important not
only for health but for household cleanliness
and for saving time and back-breaking treks
towater-holes, especially for women. Itis the
basic input for change in the quality of life.

Since 1980 the share of people with
access to water has more than doubled in
rural areas and increased somewhat in
urban areas, despite big increases in
population.

Source: ICPD 1994, WSSD 1995, FWCW 1995, WSC 1990, UNFPA 19964, 1996b, 1996¢ and 1997, UNESCO 1996¢, Colclough and Lewin 1993, WHO
and UNICEF 1997, Mason and others 1997 and RESULTS Educational Fund 1997,
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In most countries advances have accel-
erated but progress is still too slow. The key
problem has been lack of political commit-
ment and lack of priority for the sector in
national planning, While some attention
was given to towns and cities, rural areas
remained neglected, and operations and
maintenance were virtually ignored.
Sanitation was most neglected, and in 1995
coverage was about 63% in urban areas and
18% in rural.

Projections show that access to safe
water for all can be achieved in urban areas
with only a modest increase in coverage. In
rural areas a major acceleration in the pro-
vision of water supplies is needed in all
regions (except South-East Asia and the
Pacific) to achieve safe water forall by 2010,

Nutrition’s worrying slowdown

In developing countries about 160 million
preschool children (half the total) are
underweight, a number that has remained
fairly steady. Of these, about 85 million are
in South Asia alone—but the number in
Sub-Saharan Africa has risen from about 20
million to almost 30 million in the past 10
years, The prevalence of malnutrition has
been falling worldwide, but only by just
about enough to offset population growth.

The goal of halving the prevalence of
malnutrition in the 1990s was adopted by
the World Summit for Children in 1990 and
reaffirmed by the International Conference
on Nutrition in 1992. Some countries man-
aged an average reduction in prevalence of
about two percentage points a year (say,
from 40% to 20% in 10 years), Thailand for
long enough to reach the goal, Indonesia
and Sri Lanka for shorter periods.

Unless the rate of improvement is accel-
erated, the prospect of overcoming malnu-
trition will nececreéc At recent rates, it would
take 200 years to eradicate malnutrition in
South Asia, and in Sub-Saharan Africa an
improving trend has yet to be established.

Many countries with widespread mal-
nutrition now have policies to speed up
improvements. Additional resources are
needed to meet nutritional goals—but
with the crucial step taken of deciding
what to do, finding the resources should
be less of a problem. Around $2-$10 a
child per year—roughly $1 billion a year—
could bring significant progress. But in
some countries with large populations and
high prevalence, such as Ethiopia and
India, appropriate strategies are not yet in
place.

Targeting gender inequality

The eradication of poverty requires equal opportunities and the full and equal participation of
women and men as agents and beneficiaries of people-centred sustainable development.

Convention on the Elimination of All
Forms of Discrimination against Women

Seats in parliament Achieve ratification by all countries.

Maternal mortality
Reduce maternal mortality
(per 100,000 live births) by
half of the 1990 level.

Female literacy rate
(as a percentage of male rate)

Women's share
of the labour force

The platform of action adopted at the Fourth World Conference on Women at Beijing reaffirmed
the abjective of achieving equal rights, responsibilities, opportunities and participation for men
and women in political, civil, economic, social and cultural life, with the full enjoyment by women

and the girl-child of all human rights and fundamental freedoms.

Microcredit for poor people

Only 0.2% of global commercial lending
reaches the poorest billion, 20% of the
world's people. And microcredit programs
now reach only about 8 million very poor
people in developing countries.

The Microcredit Summit in 1997 set the
target of reaching the 100 million poorest
families, especially the women in those fam-
ilies, with credit for self-employment and
other financial and business services by
2005. This requires an estimated $21.6 bil-
lion. A little more than half may need to
come through grants and concessional
loans, the rest from commercial credit mar-
kets, institutional earnings and the savings
of the public, including the savings of the
poor. Experience shows that financial insti-
tutions targeting the poor are sustainable
after five to seven years.

Reaching the summit's objectives
requires a complex strategy. Support from
international agencies and donors is
required, especially in the initial years,
The challenge is to create new structures
or new and more flexible instruments to
link microcredit programmes with sources
of funds, including the private sector.

Needed: pro-poor growth

All countries need to set clear targets for
reducing the incidence of income
poverty—but so far only a handful have
done so, such as China, Malaysia, Viet Nam
and Zimbabwe. And surprisingly, most
countries do not have a poverty line for
income. Without cut-off lines and targets,

efforts to monitor reductions in income
poverty lack focus and direction.

Economic growth is necessary for
reducing income poverty. But economic
growth has failed badly over the past two
decades in about 100 countries—in some
70 developing countries since 1980 or so
and in some 30 countries in Eastern Europe
and the CIS, mostly since the late 1980s.

Economic growth in general fell des-
perately short of the 3% per capita target
needed to double incomes in a generation
and to halve the incidence of poverty in a
decade. There has been modest improve-
ment in some countries in the 1990s, with
30 achieving per capita growth of 3% or
more during 1990-94 (15 in Asia, 7 in
Latin America and the Caribbean, 5 in
Sub-Saharan Africa and 2 Arab states).
But outside Asia, 59 countries recorded
declines in per capita income during
1990-94 and another 22 grew less than 1%
a year.

There have been welcome signs of some
increases in growth in 1995, and a few more
increases are forecast for 1996 and 1997.
But almost all these increases are insuffi-
cient for more than a handful of countries
to reach growth of 3% a year per capita.
Indeed, outside Asia, only nine countries
are forecast to achieve 3% growth in
1995-97, and this progress is offset by pro-
jections of slowing growth for at least six
others from earlier rates above 3%.

Reducing income poverty also requires
expanding employment opportunities for
the poorest—so growth needs to be the
kind that creates jobs and increases the pro-
ductivity and income of the poor.
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experienced. By 1991 the share of the rich-
est 20% in the global economy had grown
to 85%, while the share of the poorest 20%
had fallen from 2.3% to 1.4%. By 1994 the
share of the richest had soared to 86%, and
the share of the poorest had shrunk to
1.1%. So, over the past 35 years the ratio of
the incomes of the richest 20% to those of
the poorest 20% has increased from 30 to 1
in 1960 to 61 to 1in 1991 and to 78 to 1 in
1994.

Since the publication of last year’s
Human Development Report, the recorded
number of billionaires in the world has
increased from 358 to 447, with the value
of their combined assets now exceeding the
combined incomes of the poorest 50% of
the world'’s people, up from 45% the year
before.

These are obscenities of excess in a
world where 160 million children are mal-
nourished, 840 million people live without
secure sources of food and 1.2 billion lack
access to safe drinking water. These
inequalities demand action.

Six essential actions

Earlier chapters have set out the actions
required to eradicate poverty in the 21st
century. In summary, we must:

1. Empower individuals, households and
communities 10 gain greater control over
their life and resources by:

* Ensuring their access to assets as a pro-
tection against vulnerability, Access to
credit and other financial services is vital, as
is security of tenure, especially for housing
and land.

* Ensuring food security for houscholds
and all their members.

* Ensuring education and health for all,
along with access to reproductive health
care, family planning and safe water and
sanitation. This goal needs to be achieved
within a decade or two, not postponed for
another generation.

* Building social safety nets to prevent
people from falling into destitution and to
rescue them from disaster.

2. Strengthen  gender  equality 1o
empower women and to release their vast
underused energy and creativity. Poverty

eradication without gender equality is
impossible and a contradiction in terms.
Among key priorities are equal access to
education and health, to job opportunities
and to land and credit and actions to end
domestic violence.

3. Accelerate pro-poor growth in the 100
or so developing and transition countries
whose economies are growing only slowly,
stagnating or declining. A minimum target
should be 3% annual per capita growth.

Pro-poor growth is not just growth. It is
growth that:

* Restores full employment and opportu-
nity expansion as a high priority of eco-
nomic policy.

* Creates an enabling environment for
small-scale agriculture, microenterprises
and the informal sector.

* Restructures public expenditure and
taxation to support poverty reduction and
social security.

* Reverses environmental degradation
and secures sustainable livelihoods, espe-
cially on the marginal lands on which about
half the world’s poorest people depend for
their livelihoods.

In short, pro-poor growth means main-
streaming poverty reduction into national
policy-making—easy to say, tough to
achieve.

4. mprove the management of globaliza-
tzon, nationally and internationally—to
open opportunities, not close them.
Needed are better policies, fairer rules and
fairer terms for poor and weak countries to
enter markets, especially those for agricul-
tural and textile exports. The aim must be
to create employment and avoid a “rush to
the bottom”. But mainstreaming poverty
reduction in international action is diffi-
cult—even when explicitly required in
international agreements.

5. Ensure an active state, committed to
eradicating poverty and providing an
enabling environment for broad political
participation and partnerships for pro-poor
growth.

A strategy for poverty eradication must
focus not only on what needs to be done,
but on how to ensure that action is taken.
This requires such fundamental reforms as
promoting political participation by all,
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ensuring accountability and transparency in
government, preventing the criminalization
of politics, promoting a free flow of infor-
mation and freedom of the press and ensur-
ing a strong role for community groups and
NGOs in policy-making and legislative
decision-making. The legitimacy and
strength of the state are based on its capac-
ity to mobilize and be mobilized in the fight
against poverty.

6. Take special actions for spectal situa-
tions—1o support progress in the poorest
and weakest countries and to prevent
reversals:

* Conlflict prevention and resolution, and
peace-building efforts in war-torn countries
combining political initiatives with support
for economic and social reconstruction.
Even in crisis, human development is
possible.

* More effective support for Sub-Saharan
African and other least developed coun-
tries, combining faster action on debt relief,
higher priority in aid allocations and a
sharper focus in aid on poverty reduction
and on achieving education and health for
all by 2015.

Country-by-country action must always
be the starting point. But to be effective and
sustained, national action must be rein-
forced and supported by regional and
global action, especially in the poorest and
least developed countries.

National policy-making

Different countries follow—and should fol-
low—widely different paths for making pol-
icy and plans to reduce poverty. Several
elements are usually essential:

* Clear national objectives for poverty
reduction and eradication, set through a
participatory process, with a core set of
measurable and time-bound targets.

*  National assessments of the main causes
of poverty together with a strategy docu-
ment setting out the policies and actions
needed to eradicate poverty. Experience
shows the value of developing programmes
of action focused on priority groups and pri-
ority sectors. Some 100 countries have pre-
pared plans of action for basic education,
nutrition and reproductive health—often in

ERADICATING HUMAN POVERTY WORLDWIDE

support of goals and commitments agreed
to at the global conferences of the 1990s.
Even more countries—150—have pre-
pared national plans of action to accelerate
implementation of the goals for children
agreed to at the World Summit for Children
in 1990 (box 6.3).

o Mainstrearing poverty reduction within
national economic policy. Too often poverty
reduction gets sidelined by the economic pri-
orities of structural adjustment. Countries
that have reduced poverty while adjusting
have shown that poverty reduction should be
part of the goals and the process of structural
adjustment. This has now been accepted asa
principle of international policy on adjust-
ment, though it is not yet always practiced.

*  Mobilizing broad support, drawing on the
strengths and capabilities of a broad net-

Goals set at UN conferences are often
met with scepticism. But the achieve-
ments following the World Summit for
Children in 1990 show that a different
response may be warranted.

This first-ever summit on human
issues set 7 major (and 20 supporting)
goals, most to be achieved by the year
2000. Mid-decade goals were added
later—for Sub-Saharan Africa, South
Asia, East Asia, the Arab States and
Latin America and the Caribbean.

Most progress has been made in
immunization, polio, diarrhoeal dis-
eases, iodine deficiency, guinea worm
disease, access to safe drinking water
and promotion of breast-feeding.

* One hundred twenty-nine develop-
ing countries have reached the 1990
goal of 80% immunization coverage—
and by 1995, 59 developing countries
had already reached the target for the
year 2000 of more than 90%.

* With polio now eliminated in 110
countries, its eradication by 2000 looks
“promising”.

* Low-cost oral rehydration (against
the effects of diarrhoeal disease) is now
widely practiced, saving the lives of 1
million or so children a year.

* lodine deficiency, the biggest pre-
ventable cause of mental deficiency, is
on the retreat. Around 1.5 billion more

Source: UNICEF 1996¢,

BOX 6.3

Are global goals ever achieved? Yes

people had access to iodized salt in 1995
than in 1990. Some 12 million more are
being saved from the impact of severe
iodine deficiency each year.

* The number of children in primary
school has risen by 50 million—and the
number of school-age children not in
school has fallen from 130 million to
110 million.

« Child mortality has declined in all
regions. Worldwide, some 7 million
more lives are being saved each year
than in 1980.

In addition, the summit has helped
1o raise general awareness of children's
needs and increase the commitment to
meeting them. One hundred ninety
countries have now ratified the
Convention on the Rights of the Child.
More than 50 have started reporting
regularly on implementation.

Low-cost and cost-effective actions
were a big part of the success, making it
possible to achieve the goals by restruc-
turing budgets rather than by making
big increases in spending.

Monitoring was also vital. By 1995
almost 100 countries had undertaken
household sample surveys, most covering
6,000-8,000 households, providing up-
to-date information to assess progress.
These are widely used at the country level
to mobilize and maintain support.
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work of actors—in government, academia,
the media, the private sector, voluntary and
non-governmental organizations and the
social services and other professions.
*  Budgetary commitments to allocating the
resources needed to keep the strategy on
track. A priority is to enhance the effective-
ness of spending aimed at reducing
poverty—both to improve its impact and as
the best argument for increasing such
spending.
*  Monitoring to assess progress, guide cor-
rections when the strategy goes off track
and maintain public awareness and
support.

Also key to success is mobilizing and sus-
taining public support, often easiest in local
initiatives. The past decade or two have seen

BOX 6.4

The price tag for poverty eradication

Many assert that poverty eradication is not
affordable. In a world economy of $25 wil-
lion, this argument is patently false.

The additional cost of achieving
basic social services for all in developing
countries is estimated at about $40 bil-
lion a year over the 10 years to 2005.

Less than 0.2% of world income,
this sum is about 1% of developing
country income—or half the GNP
share that the United States transferred
each year to Europe during 1948-52 as
part of the Marshall Plan for postwar
reconstruction.

Most of the resources can come
from restructuring existing budgets. For
universal access to basic social services,
about $30 billion could come from
national budgets and perhaps $10 bil-
lion from aid. The 20:20 guideline
endorsed in Copenhagen and first pro-
posed in the Human Development
Report would achieve this.

The investment needed to acceler-
ate growth and empower everyone to
escape poverty is impossible to calculate
as a global sum. But to get some sense
of its magnitude, it is possible to roughly
estimate the cost of closing the gap
between the annual income of poor
people and the minimum income at
which they would no longer be in
extreme poverty. This fgure is also
small—amounting to about another
$40 billion a year.

So, to provide universal access to
basic social services and transfers to
alleviate income poverty would—with
efficient targeting—cost roughly $80
billion. That is less than 0.5% of global
income and less than the combined net
worth of the seven richest men in the
world.

But poverty can be sustainably erad-
icated only through pro-poor growth,
not through transfers. And most coun-
tries have more than enough to generate
the resources needed to eradicate
income poverty and to provide basic
social services for all,

Lack of political commitment, not
financial resources, is the real obstacle to
poverty eradication. Eradicating absolute
poverty is eminently affordable.

BOX TABLE 6.4
The cost of achieving universal
access to basic social services
(US$ billions)

Annual

Need cost
Basic education for all 6
Basic health and nutrition 13
Reproductive health and

family planning 12
Low-cost water supply
and sanitation 9
Total for basic social services 40

Source: UNDP, UNFPA and UNICEF 1994,

many successful local initiatives in all parts
of the world—by mayors for urban renewal
and poverty reduction, by religious groups
worldwide in support of immunization, by
literacy teachers for minority groups, by
women’s groups for fairer opportunities.
Such local initiatives offer a base for build-
ing broader—even national—initiatives. A
critical step is to transform commitment into
national consensus, mobilizing a movement
involving many groups—parliament, non-
governmental organizations, religious orga-
nizations, professional associations, the
private sector.

Costs?

The costs of eradicating poverty are less
than people imagine: about 1% of global
income¢—and no more than 2-3% of
national income in all but the poorest coun-
tries (box 6.4). Moreover, there undoubt-
edly is room in most countries to restructure
spending and reduce waste—even after the
cutbacks and retrenchments of recent
vears. And there may be scope for drawing
on private sources, including contributions
from those using government services.
With creative organization and genuine
participation, poor people have demon-
strated an enormous capacity to contribute
to activities and schemes in which they have
a stake and the assurance of some control.
But the greatest potential comes from
the additional resources that would be
available from successful pro-poor growth.
Channelling a fraction of these resources
each year into poverty reduction and fur-
ther investment in pro-poor growth could
establish an accelerated pattern of self-
sustaining, pro-poor growth. “Redistribu-
tion with growth”, as such a strategy has
been called, was followed in the 1960s and
1970s by many of the now-successful Asian
countries, which in the initial phases were
often helped by strong external support.

International action
Ways need to be found to bring these fun-
damental issues into the mainstream of

international economic policy-making and
action. Poverty reduction is still too often
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seen as a matter for developing countries—
not a global concern in which every country
has a stake.

What has dominated the global eco-
nomic agenda? So far, trade, property
rights, finance, financial stability and gover-
nance. What's off the radar:

* Poverty eradication.

* Unemployment and the need for a long-
term employment strategy.

* Marginalization of the poorest and least
developed countries, and the need to
achieve a long-run balance in the global
economy.

* The need for environmental sustainabil-
ity in the global economy.

These gaps in the global agenda point to
five imperatives for international action:

* New initiatives for conflict prevention
and resolution, and for peace-building in
war-torn countries leading to reconstruc-
tion and poverty-reducing development.
For such initiatives to be sustainable, and in
some cases even possible, stronger controls
on arms sales and greater reductions in mil-
itary spending are needed.

* Supportive international action in prior-
ity areas of health (HIV/AIDS), nutrition,
basic education, environmental protection
and agricultural technology (research on
technical packages for Africa). Such action
is vital to provide the global infrastructure
for long-term poverty reduction.

* More effective debt relief—larger in
scale, faster in operation. Many proposals
have been introduced over the past decade,
but the levels and rates of implementation
are pathetic in relation to the problems that
debt poses for the severely indebted low-
income countries. Only with debt reduc-
tion can poverty be reduced in many of
these countries.

* Better focusing of aid on the least devel-
oped countries in Sub-Saharan Africa and
elsewhere, especially those pursuing serious
programmes to reduce poverty. A larger
share of aid needs to go to the poorest coun-
tries and to their poverty reduction
programmes. Allocations for expatriate
technical assistance are excessive and should
be reduced. Implementation of the 20:20
guidelines would mobilize more support for
action in basic social services (box 6.5).

ERADICATING HUMAN POVERTY WORLDWIDE

* Reduction of military expenditures,
with the peace dividend channelled to
poverty reduction and pro-poor growth.
Half the world’s governments still spend
more to guard against military attack than
to defeat the enemies of good health.
Despite declines in the past five years,
nuclear stockpiles still have a destructive
potential 700 times that of all the explosive
power used in the 20th century’s three
major wars. And world military spending
amounts to 1.75 times that in 1960, at $797
billion in 1995 (more than $1.5 million a
minute). There is much scope for regional
action. In 1994 African ministers called for
more public spending on human develop-
ment and an urgent one-third reduction in

military spending.

The 20:20 Initiative, first proposed in
Human Development Report 1992, was
endorsed by the World Summit for
Social Development in 1995. It lays
down guidelines to mobilize the
resources required to achieve access to
basic social services for all. The idea is
that governments should allocate
about 20% of their budgets—and
donors 20% of their aid budgets—to
basic social services, sufficient for uni-
versal coverage.

In April 1996, at the invitation of
Norway and the Netherlands, repre-
sentatives of 40 governments gathered
in Oslo—along with NGOs, UN agen-
cies and the Bretton Woods institu-
tions—to discuss implementation of
the 20:20 Initiative. Options were
explored for establishing agreements
between governments and donors to
enhance the funding of basic social
services.

The resulting Oslo Consensus
encouraged support and agreed on a
common definition of basic social ser-
vices to include “basic education,
primary health care, including repro-
ductive health and population pro-
grammes, nutrition programmes and
safe drinking water and sanitation, as
well as the institutional capacity for
delivering those services.”

BOX 6.5

The 20:20 vision

What has happened since? Partial
data suggest that 13% of national bud-
gets and 10% of donor funding are
being allocated to basic services. But
there is evidence of a gradual increase
inrecent years. Within the framework of
the OECD Development Assistance
Committee, donor governments are
discussing ways to improve the moni-
toring of bilateral assistance for basic
services.

In Oslo some developing countries
expressed interest in pursuing 20:20
development agreements with donors,
UNICEF is helping them examine bud-
getary spending and the scope for
restructuring public spending in favour
of basic social services. UNDP is help-
ing governments to integrate their social
services into broader poverty reduction
efforts.

The Oslo Consensus called for
Consultative Group and Round Table
conferences to review allocations to
basic social services in the light of the
20:20 guidelines. Ethiopia has placed
reform and funding for education high
on the agenda for its next Consultative
Group Meeting. All these developments
are signs that developing countries and
donors are devoting increased atten-
tion—and funding—to securing basic
social services for all.

Sotrce: UNDP 1994 and Mehrotra and Ther 1996.
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BOX 6.6

Donor commitments to support poverty reduction

In 1996 donor countries laid out their
plans for helping to reduce poverty in
developing countries through a global
partnership. In their vision for the 21st
century they committed themselves to
helping developing countries to:

* Cut by half the proportion of people
living in income poverty by 2015.

* Ensure universal primary education
by 2015.

* Advance towards gender equality
and the empowerment of women by
eliminating gender disparity in primary

Sonrce: OECD 1996e.

and secondary education by 2005.
¢ Reduce by two-thirds mortality
among infants and children under five
and reduce by three-fourths maternal
mortality—all by 2015,
¢ Provide reproductive health services
to all individuals of appropriate age no
later than 2015 through the primary
health care system.
* Prepare plans for ending environ-
mental degradation.

These aims are intended to support
national programs, not supplant them.

BOX 6.7

Rio plus five—taking stock of missed opportunities

The commitments made at the United
Nations Conference on Environment
and Development (UNCED) in 1992,
encapsulated in Agenda 21, give equal
weight to poverty and environment, rec-
ognizing the intrinsic relationship
between the two in the context of sus-
tainable development. But the political
appeal of environmental issues in the
North has allowed environmentalists to
steal the show during the followup to
the conference. Agenda 21 recognizes
that a specific antipoverty strategy is one
of the basic conditions for ensuring sus-
tainable development. But this kind of
focus on poverty has been missing from
the global mechanisms established to
support and monitor implementation of
Agenda 21.

The UN  Commission on
Sustainable Development, charged
with monitoring followup to UNCED
and Agenda 21, has not made poverty a
theme of its discussions. And the
Global Environment Facility, the
financing mechanism for meeting the
global environmental goals of Agenda
21, is not geared to take account of
the poverty-environment relationship.
Meanwhile, the UN Commission on
Social Development, charged with
monitoring followup to the World
Summit for Social Development,
where poverty was the central concern,
does not view poverty reduction in the
context of its relationship to environ-
mental protection and sustainable use
of resources.

This “fault line” must be recognized
and repaired. What is needed are global
policies and mechanisms, bilateral and
multilateral financing  criteria  and
domestic policies and expenditure pat-
terns that lead to the creation of assets
for poor people, especially those who
derive their livelihoods from natural
resources. All these need to ensure that
resources are invested in:

* Improving environmental health.

+ Sustaining natural resources and
ecosystems to ensure food, shelter, living
space and livelihoods for poor people.

* Maximizing the potential of environ-
mental protection activities to create
sustainable employment and income.

* Supporting local communities in
their role as custodians of their environ-
ment and natural resources.

* Ensuring rights of tenure, land use
and access to physical resources and
credit for poor people.

* Accelerating technological innova-
tions needed to increase productivity
and sustain livelihoods in marginal
environments.

All these actions would build up the
asset base of poor people and communi-
ties and help eliminate persistent poverty.

In the five years since UNCED the
need to contribute to poverty reduction
while attempting to apply Agenda 21
has been ignored. The world has an
opportunity to redress this neglect this
year as the United Nations reviews the
progress made on Agenda 21 and cor-
rects its course,
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Regional action

In the past decade regional organizations
have increasingly become forces for poverty
reduction.

e SAARC (South Asian Association for
Regional Cooperation) took initiatives on
its formation in the mid-1980s to improve
child health and survival. More recently, the
SAARC programme for poverty reduction
has been a source of innovation in social
mobilization. The Dhaka Declaration of
the SAARC Heads of State of 1992
endorses the goal of poverty eradication by
2002,

»  SADC (Southern African Development
started with a political
focus—to establish a common front against
apartheid. But with the end of apartheid
SADC has demonstrated its potential for
subregional action for more human con-
cerns—such as drought relief and improv-
ing conditions for children.

* The European Union has devoted
much attention to social policy and to
efforts to tackle social exclusion, including
grants to reduce poverty and unemploy-
ment in marginal regions of Europe.

Two regional actions have great poten-
tial for helping to eradicate poverty:
regional pacts to reduce military spending
and reallocate it to poverty reduction and
human security, and peer review of poverty
plans and experience. Peer review could
help in sharing experience and mobilizing
more action without the one-sidedness of
conditionality. It was the system the
Marshall Plan used so successfully 50 years
ago for postwar European reconstruction.

Community)

Poverty eradication and the
United Nations

Poverty eradication is already a major focus
for the United Nations, and followup to the
World Summit for Social Development and
the other global conferences has been made
a focus for systemwide coordination. But
more L'Uuld Lll'ldUUb[l:d.]}' b‘f dIJﬂL', L‘SPL“
cially at the country level, to make poverty
eradication a much stronger integrating
framework for many of the development
activities of the UN system,

HUMAN DEVELOPMENT REPORT 1997



Already support for poverty eradication
is the highest priority of UNDP and poverty
reduction is among the central priorities of
the main funding organizations of the
United Nations—IFAD with its focus on
rural poverty, UNFPA with its focus on
women, reproductive health and family
planning, UNIFEM with its emphasis on
women's empowerment, UNICEF with its
focus on children and the girl-child,
UNHCR with its support for refugees, and
the World Food Programme, which pro-
vides large-scale support in both emergency
and non-emergency situations.

These organizations and the specialized
agencies (FAO, UNESCO, ILO and
WHO) and others (such as UNCTAD,
UNCHS and UNEP) in the UN system
have clear roles in follow-up action to the
global conferences. But all could become
part of a stronger global effort for poverty
eradication through clear support for coun-
try-by-country action. A critical issue is how
to establish more effective and creative
partnerships with the World Bank, the
regional  development  banks, the
International Monetary Fund and the
World Trade Organization.

National and international civil society
should be a major player in all such efforts.
Non-governmental organizations have long
been leaders in support of poverty reduc-
tion, often extremely effective in pioneering
approaches that empower poor people at
low cost.

A big development of recent years is the
greater recognition of the benefits of part-
nership—of working more closely together
and recognizing the valuable contributions
of others in what might otherwise be
neglected areas. Partnership does not have
to mean uncritical support for everything
each group is doing, even when there is a
shared focus on poverty reduction. Honest
disagreement on such issues as the impact of
adjustment on the poor or fees for health
services has led to important reappraisals
and changes in policy and approach. Indeed,
these changes appear to be focusing inter-
national policy and support more on the
needs and capabilities of poor people.

A grand alliance to eradicate poverty is
a powerful integrating theme of the devel-

ERADICATING HUMAN POVERTY WORLDWIDE

opment efforts of the UN system—a focus
for advocacy, action, support and regular
reporting. UNDP is committed to playing a
full and supportive part in this, including in
its role as the UN resident coordinator in
many countries. Poverty eradication is
becoming a central focus of country assess-
ments in which concerned UN organiza-
tions will join, under the leadership of the
government. Better collection, publication
and analysis of data showing whether and
how countries are reducing poverty will be
important for maintaining momentum (box
6.8). Partnerships between the UN system
and the donor and NGO communities
must be strengthened around nationally
defined goals for poverty eradication.

The costs of inaction

Implementing this agenda will not be easy.
But the costs of accelerated action must be
measured against the costs of delay and
inaction—against political conflict and
instability, continuing disease and environ-

No longer
inevitable, poverty
should be relegated
to history

BOX 6.8

Monitoring progress in eradicating poverty

All countries need 1o establish or
expand a system for regularly monitor-
ing basic indicators of poverty and
human deprivation and advances in
human development. Such monitoring
can serve several purposes:

* Establishing public accountability
for progress in poverty reduction.

* Guiding progress and identifying
the need for mid-course corrections.

* Mobilizing public support and
action, especially by NGOs,

The monitoring of poverty and
human development has taken big
strides over the past decade or two.
There now are 150 sample surveys of
nutritional status, covering nearly 100
countries. In 1975 there were four. And
about 90 countries have mounted sam-
ple surveys—150 in all, each covering
around 8,000 households—to assess
progress in reaching the goals of the
1990s.

The World Bank has supported
poverty assessments in some 30 coun-
tries, many using participatory rural
appraisals,

Initiatives are under way to improve
the monitoring of access to safe water
and sanitation, basic education, repro-
ductive health care and family planning,

National human  development
reports have been produced in some 70
countries, and more are under prepara-
tion with support from UNDP These
provide frank assessments of progress
and setbacks, and analyses of policies
affecting human development.

One interesting development: non-
governmental organizations and net-
works are mounting their own
monitoring of followup to the World
Summit for Social Development and
other global conferences. They also pro-
vide an annual report, Social Watch, to
measure country and global performance
(ITM 1997).

Monitoring requires not only the
collection of relevant data, but the
capacity to quickly process, analyse and
publish them. Publicizing the results
through the media typically generates
popular interest and greater political
commitment.
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mental degradation in large parts of the
world, atfronts to humanity and human sen-
sibilities. In today’s world of instant com-
munication and growing global awareness,
the pains of poverty cannot be hidden
amidst the excesses of wealth and the
inequalities.

What are the costs of eradicating
poverty? As already asserted, only about 1%
of global income—and no more than 2-3%
of national income in all but the poorest
countries. Further cuts in military spending,

with the savings channelled to poverty
reduction and pro-poor growth, would go
far towards providing the resources
required.

The unprecedented progress in reduc-
ing poverty in the 20th century sets the
stage for eradicating absolute poverty in the
carly 21st century—a moral imperative, an
attainable goal. No longer inevitable,
poverty should be relegated to history—
along with slavery, colonialism and nuclear
warfare.
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Technical note 1. Properties of the human poverty index

This technical note states, establishes and discusses some important properties
of the human poverty index. Intended as an aid to understanding the index,
these properties are derived with respect to a more general definition of the
human poverty index P(c) than that actually used in this Report. This allows
the possibility that the weights on the three poverty subindices may differ, so
that P(e) is a weighted mean of order cof P, P, and P,.

Thus, letting tw, > 0 be the weight on P (2 0, for/ = 1, 2, 3, we define the
generalized mean P(ot) as

I
m P(u'l=[ w,P,“+w2P;+w,P;‘J

w, "'J'L'_, +w3

The weighted mean reduces to the ordinary mean of order &t when w, = 1 for
every 7. With | = 2, = w, = 1, we have simply

| { . I
- "‘“’{[E]”f‘*[?_]”f‘*[?]”*“]

The mean of order 1 (o0 = 1) is the simple weighted or unweighted arith-
metic mean of P, P, and P,. Thus

Pi1) = 1w, P+ w, P+ w P

Wy +w, + W,

.—.l[PI +P,+ P,) whenw = 1 for every 7.
3 2

Can the human poverty index P(or) be interpreted as a headcount or inci-
dence of poverty? While P, P, and P, are the headcount or incidence of poverty
in each of three separate dimensions, P(e) cannot be generally thought of as
the headeount ratio with respect to a poverty line (hyperplane) drawn in the
product space of the three variables. Instead, P(w) is an average, albeit of order
ot, of the three subindices P, P, and P, If the incidence of poverty happened
to be the same in every dimension, then P(e) would clearly be equal to this com-
man number, since

W+ wytwy

1 1A
w, Plo)™ + w, Plo)™ + 1w Plo)™ } d = Pleo 2[ w PP+ w, P+ w P ] g

W, + 1w, +

This observation allows us to interpret P(@) as the degree of overall poverty that
is equivalent to having a headcount ratio of P(a)% in every dimension.

The first property of P(a) that we establish is central to understanding it as
ameanof P, P, and P,. This property is that P(at) always lies berween the small-
estand largest values of P, for7 = 1, 2, 3.

ProPOSTTION 1.
min {PI 2y Pi} < Pla) s max{f’,, PZ,P‘}.

Proor. By definition of P{w), we have

w,
{1
w o Fw,+w, !

Wy o1 s

(3) Pla)* = k
wy +w, w2

{13
w o tw, w3

But foreach/ = 1,2, 3,

min {P.P,.P,} <P, < max{P, P,.P,}

Therefore, since o0 > 0,
"

[min {2 ] < P <[max{p, 21|

Using the right-hand-side inequality for each P in equation 3 gives

+ 4 o
Ploe s g max (P 2, ]|

= £a
w|+w1+m, Lo -

i

S

Similarly,

P > min B, b, 2|

Hence

o i
[min {2} < P < [max{p. 2B )]
Since o > 0, it follows that

min {P,P, P} < Pa) smax{p, PP} O

The generalized mean P(e) is constructed for values of a2 1. As shown, its
limiting value when o = 1 is simply the arithmetic mean of P, P, and P,. In
proposition 7 we show that the larger o is, the larger P(e) will be. For exposi-
tional reasons, it is convenient to demonstrate at this stage that as o tends 1o
infinity, the limiting value of P(o) is max PPk

PROPOSITION 2. As 00 — ==,

Pla)— max{P, P, P, }.

PROOF. Let P, be the largest—or in the case of ties, one of the largest—P,
fori= 1,2, 3 Thus

Pi- =max{P‘l,Pz.P,}_

Then from proposition 1, for any & > 0, we have

(4) P < P, = max{P, PP}

Now

2 0

P Wy i
y 1
W, +w,+uw,

wy pu
' ]
W+ w, 1wy

wy+wytw, 2

Plo)= =

w
> e it 5 i
R Ty T b since P isone of P, P, or P,.

Technical note 1 is from the Human Development Report 1997 background paper by Sudhir Anand and Amartya K. Sen, “Concepts of Human Development and

Poverty: A Multidimensional Perspective.”
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Therefore, since o > 0,

I/
w,
|| s
Be) = i¢'|+u.r3+w,] B

1/
wy
: -1,

Letting o0 — ¢0, | ——r——
& W, +ws+iwy

so that lim Plo)zP,.
L — oo %

But from equation 4 we also have

lim Plo) <P,
A3 oo

Hence

Sim_Ple) =P, = max{7, PR} O

The next property of Pla) that we demonstrate is that the index is homo-
geneous of degree 1in the subindices P, P, and P . In other words, if the inci-
dence of poverty in each dimension is halved (multiplied by & > 0), the value
of the aggregate index P(et) will be halved (changed to X multiplied by Pla),
PROPOSITION 3. P(ee) is homogencous of degree 1in (P, P, Py).

Proot. Let & = 0 be a scalar number. and let P(a) be the value of the human
poverty index corresponding to (P, P, P,).

Then

L
w P +w, Py 4w Py ]

Ptu)=[ w, Fw, + 1,

The value of the human poverty index corresponding to (AP, AP,, AP} is then
given by

W W,y W wy

i 1/
[wlﬂf’l ) 2, (A, ) + 1, ()™ ] u_ [l“(wlf’i" +,P8 + wlf-’f"lJ B
= APw) O

The next property of P(o) that we derive is that P(e) is monotonic increas-
ingineach P, fors=1,2,3.

Prorosrrion 4. Foreachi =1, 2, 3,

ol s
or,

PrOOF, From the dehnition of the generalized mean P(a) we have

(wry 2y + ) PlON™ = e P 4w, PYF o+ P
Differentiating partially with respect 10 P,

(e, +w, +w,) aPlo)* 'al:m] w P,

an,
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Therefore

=1
o w, [P
(5) P - rtrl+i¢'3+ft‘,[f’(u]

>0 becausew, >0 O

In the unit weights case (w, = 1, fors = 1, 2, 3) this reduces to

e _1f p |7
b 3| P |

Moreover, for o = 1, so that P(1) is simply the weighted or unweighted arith-
metic mean of P, we have

ol w,
ar a wy +wy i,

or

aPil)
aP

|
3

For an aggregate poverty index P(o) composed of distinet poverty
subindices P\, P, and P, it seems clearly desirable that P(o) should be increas-
ing in each P. Also desirable is that P{e) should increase atan increasing rate
in P —in other words, that P(er) should be convex with respect to I . This is
equivalent to saying that P() decreases with reductions in I, and at a dimin-
ishing rate. The next proposition establishes that our aggregator function Plo),
for ot > 1, does satisfy this property.

ProposiTion 5. Foreachs = 1. 2. 3,

d°Pla)
>0
ap?
Proor.
*Pla) 4 | dPla)
ap? - 6‘ &P
5 w, i Pi I
T tw,tw, ab || Pla)
from equation 5.
Now

Hlma] -] ]
o] o] e

y =i
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u

P(cx)

substituting for d from equation 5

_lo=1)ps-2 [(wl + 1oy + wy )Pl)™ — 10, PO }

Ploge (e + 2y 4wy PO
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Hence
9Pl w P2 (e =1)
ar: (e, + w, 4wy )? Pl

>0

[(w, + ity + e PO — r.rr,P,"]

because o > 1 and

() + wy +w ) Plot =0, PO = ¥ w P*>0. [

The next property we consider is the effect on the aggregate index Ple) of
increasing the weight 2, on a particular poverty subindex P, We expect that
increasing the weight on the largest subindex, max {P,, P,, P}, will increase
P(en), while increasing the weight on the smallest subindex, min {P, P, P},
will reduce P(e). But what would be the effect of increasing the weight on a
middle P ? The answer depends on the relationship between P_and P(a).

Proprosirion 6. For any 4,

dPlo)

—— = 0as P = Plo).
du.i

Proor, From the definition of Pla) we have
(o) + w, +w POV =, P +w, P +w P

Differentiating both sides partially with respect to

3
(o + tey + 1 JoP{o) ™ M*—P{fx)" =P",
fl':.l’

Therefore

3
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i
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Henge, since o = (),

IO = 45 P = Playe,
o,
that is,
as P 8 Mo) O
For o = 1 we have
dP(1) 2 1

[P, - pu)]
e,y ke

20 as P 2P

The next praperty we consider is the effect on Plat) of raising the parame-
ter value ¢ for given values of the subindices P, fors = 1, 2, 3. It shows that
the value of the aggregate index will be higher when a higher-order mean is
formed of P, P, and P In particular, « mean of order ¢ > 1 will result in a
Pl that is greater than P11, the simple arithmetic mean of P, P, and P,
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PROPOSITION 7. For given P, P, and P| that are not equal, it >y> 0, then
P(o) > Ply).

PrOOFE. Let o0 > ¢ > 0. By definition of P(a) and Piy), we have

w w w
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Raising both sides of the secand equation to the power (o/¥) (> | because
a>y>0),
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Now [{x} = x™ ¥isa strictly convex [unction, since
Fx)=(a/y) xterH

and
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>0 because (¢ /y) > 1.

Hence, by Jensen's incquality applied to strietly convex functions [+, since P,
P, and P, are not equal, we have the strict inequality

[ /}e e w
I H b 3
Pl +

uy + wsy + iy

f

PY+

N

l{’l +u': +i, uy ‘i‘!’&'_, g

! Hy . n
g ) 2 P+ :

HUARRS fey).

w1, +wy Wyt w, wy Fw, + 1w,

Using the strictly convex function flx) = /" gives
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Since o > 0, it follows that
Piy) < Ple), O
Leuting ¥ = 1 and ¢ > 1, we have the corollary that
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We next investigate the “decomposability” of the human poverty index
amony groups within a country. Suppose the population of a country is divided
into » mutually exclusive and exhaustive groups. The groups may be defined
in terms of stratum (urban, rural), region (by state, provinee or district) or gen-
der (male, female). Let#, be the size of population group/, forf = 1,2, .. m,
and let # be the size of the total population of the country. Then

"
= ZH“.

r=l

LetP, P, and Py be the values of the three poverty subindices P, P, and P,
for group/, where; = 1,2, . . ., ». Finally, let P (¢0) denote the mean of order
aof P, P, and P, for group . By definition, we have

w, Pl"; +w,PY +w Py
P].{u)=[ - -

|/
Jor j=1,2,...,m
w, +w,+w

3

What is the relationship between P(a) and the P (o) forj=1,2,...,m?
Strict decomposability of the index P(e) would require that P(or) be a popula-
tion-weighted average of the P (ex), the population weights being 2 /». But strict
decomposability does not generally obrain,

The relationship between the values of 4 given subindex for different groups
(for example, P, forj = 1,2, .., m) and the overall value of the subindex (for
example, P,) is straightforward enough. As the indices are simple headcounts
of poverty, we have

L)
;I‘;_;‘Plr=Pl
"o
E TJP.’!:P”
f=1

" g
and 2 —’: P, =P,
=t

But when the a-averages of PPy and P, are formed for each / to give P (w),
the population-weighted average of the P (a)s exceeds P(o).

PrOPOSITION 8. Foro 2 1,

i "i
2 P2 Pa)

i=l

ProOF, For eachj = 1,2, .. ., m, we have

w1 +w‘,' +w_|
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Applying Minkowski's inequality (Hardy, Littlewood and Pélya 1952, p.30) to
()P, /)P, (n )P, Forg = 1,2, .. yields

N,P
R

1/

@ AL

", P ", p
w | — +iw,| — +w
= Wy s A w2 s

1=l L +£J"‘! -H:.'_‘

noon, "op oo
“:[Z TJ'PU] "’""1[2 ,‘;'Pz-] '”"s[z ‘j‘P;r]

z
Wy w, tw
Henee
o 2 £l i
i ¢ y P
Ziif’lup w, P+, PP +w, Py
g e w, 1w,y
Therefore

P ”—’P,(m > Pla). [

por LR

The weak inequality in proposition 8 will be a strict inequality unless either
a=lor(P, P, Pand (P, Py, P,) are proportional for all / and £.

A simple example with non-proportionality of the group poverty subindices
shows why decomposability (equality in proposition 8) does not obtain for ¢ > 1.
Suppose the population is divided into two mutually exclusive and exhaustive
groups/ = 1, 2of equal size (n /o = n,/n=/,), withvalues of poverty subindices
as follows:

(P, Py, P,)) = (0.25,0.5,0.75),

and (P, P, P,,) = (075, 0.5,0.25),
Henee
(P, P,P)=(05.05,05),
and obviously P(e) = 0.5.
Now for group 1

P o) = [(7)00.25)" + (//,)(0.5)" -+ {1/,)(0.75) ]V
> 0.3, by proposition 7 since o > 1,

and for group 2

Py = [(/,)00.75)1" + (Y)(0.5) + (1/,)(0.25)]V

> 0.3, by proposition 7 since o > 1.
Therefore
CLIP (o) + ()P (o) > (Y)10.5) + ('/,)0.5)
=05
= P(a).

Taking the group arithmetic means of each poverty subindex tends to
reduce or leave unchanged the relative disparity among the three poverty
subindices. As a result of this feature the G-average of the arithmetic means of
group subindices is smaller than the arithmetic mean of o-averages of group
subindices.

Finally, for a given value of a2 1), we discuss the degree of substitutabil-
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ity between the poverty subindices P, P, and P, in the aggregate measure P(cr).
The clasticity of substitution between, say, P, and P, along an iso-P(u) curve
(holding P; constant) is defined as the percentage change in (P /P,) for a unit
percentage change in the slope of the tangent along this curve (projected onto
P -P, spacc at the given value of P,). For the index (o) the elasticity of sub-
stitution is constant along each level set of P(ar) and the same for different level
sets. By proposition 3, P(a) is homogencous of degree 1 in (P, P, P,), and
therefore its level sets are homothetic,

Prorosmon 9. The elasticity of substitution @ between any two subindices of
P(ur). that is, berween any two of P, P, and P, is constant and equal to Ve-1),

Proor. Consider the elasticity of substitution between P, and P,, holding P,
constant. The slope of the tangent along an iso-P(u) curve in P-P, space is
given hy

_Pla) [aPta)
“op [ op,

By definition, the elasticity of substitution & between P, and P, is

dlog(P,/P,)
dlogx

From equation 5 in proposition 4 we have

|
oPlo) foPlo) _wy [ B} _
| P, w,|P

Therefore

Ifla-h
_I_:'L-[E':.z_] _‘.l.-'[u—ll

and

loy it -;In L 3/ a log
" P, | -1 % w, | o-l1 B
Hence the elasticity of substitution

zalugt_P,;'P,:: A
dlogx o-1

TECHNICAL NOTES

Thus, if o = 1, there is infinite, or perfect, substitutability between P, and
P,. And as o0+ es, there is no substitutability between P| and P,. As a0
increases from 1, the elasticity of substitution decreases monotonically from
= 1o 0.

If we choose o = 1 (the case of perfect substitutability), the aggregate index
Pla)is the simple arithmetic mean of the three subindices P, P,, P;. As atends
to infinity, the substitutability becomes zero, and the aggregate index tends to
the maximum of the three subindices, max {#, P,, P}. In general, the elas-
ticity of substitution between any two of the subindices, holding the other con-
stant, is @ = e 1)

With @ = 1 and infinite substitutability, the impact on P{a) from a unit
increase (or decrease) of any subindex is the same, irrespective of the level of
deprivation in the different dimensions. This contradicts the usual assump-
ton that as the extent of deprivation in any dimension increases (given the
others), the weight on further additions to deprivation in that dimension
should also increase. For this we need & > 1. The value of @ also influences,
carrespondingly, the relative weight to be placed on deprivation in the differ-
ent dimensions. Consider, for example, P| = 60% and P, = 30% (with, say,
P, = 45%). In this case, for any o the relative impact of a unit increase in P
compared with a unit increase in P,, which is given in general by (P, /P,)*!,
equals 21 With @ = 1, the relative impact is given by 1. As was remarked
earlier, as e tends to infinity, P| becomes the only determinant of Plet), so that
its impact is infinitely larger than that of a unit increase in P,, which has, in
this case, no impact at all.

The relative impact increases as @ is raised from 1. With o = 3, the relative
impact is 4, giving the dimension of doubly greater deprivation (P|) much
greaterweight. The relative impact rises very fast with the raising of o, as is clear
from the formula. For o0 = 5, the relative impact of a unit increase in PI is as
much as 16 times that of a unit increase in P,

For calculating the human poverty index, & = 3 has been chosen. This
gives an elasticity of substitution of 2 and places greater weight on those
dimensions in which deprivation is larger. Tt does not, however, have the
extremism of zero substitutability (given by o tending to infinity), nor the
very high values of relative impact that are generated as o is raised (increas-
ing the relative impact, in the case discussed above, from 4 to 16 as o goes
from 3 to 5). There is an inescapable arbitrariness in the choice of @. The
right way to deal with this issue is to explain clearly what is being assumed,
as has been attempted here, so that public criticism of this assumption is
possible.

As a matter of intellectual continuity, it should be mentioned that the value
of o = 3 corresponds exactly to the weighting used to calculate the gender-
related development index (GDI).
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Technical note 2. Computing the indices

The human development index

The HDILis based on three indicators: longevity, as measured by life expecrancy
at birth; educational attainment, as measured by a combination of adult liter-
acy (two-thirds weight) and combined primary, secondary and tertiary enrol-
ment ratios (one-third weight); and standard of living, as measured by real
GDP per capita (PPP$).

For the construction of the index, fixed minimum and maximum values
have been established for each of these indicators;
*  Life expectancy at birth: 25 years and 83 vears
*  Adult literacy: 0% and 100%
*  Combined gross enrolment ratio: 0% and 100%,
= Real GDP per capita (PPP$): $100 and $40,000 (PPPS).

For any component of the HDI, individual indices can be computed
according to the general formula;

Actual ¥, value - minimum x, value

Index = - — .
Maximum x value — minimum x_ value

If, for example, the life expectancy at birth in a country is 65 years, then the
index of life expectancy for this country would be

[ ] 40 Npe—
— = — = D.667,
85-25 60 "
The construction of the income index is a little more complex. The world aver-
age income of $5,835 (PPPS) in 1994 is taken as the threshold level (7). and
any income above thislevel is discounted using the following formulation based
on Atkinson’s formula for the utility of income:

Wiy =y* for0 <y <y*
=3* + 2[ly=y" )] fory* < y< H*
=" 4 202+ 3y - 2y*1"] for y* < y < 3y°
¥ =304 207204 3l = 2"+ L - Or = Iy IR
for (n — 1v"< v <my".

To ealeulute the discounted value of the maximum income ol $40,000 (PPPS),
the following form of Atkinson's formula is used:

W) = ¥ 4 207" + 3017 + 404" 4 5(717)
+ bly* V) + Ty + 8[140,000 = Ty )]

This is because $40,000 (PPP$) is between 7v* and 8y*, With the above for-
mulation, the discounted value of the maximum income of $40,000 (PPPS) is
86,154 (PPPS).

The construction of the HDLis illustrared with two examples—Greece and
Gabon, an industrial and a developing country,

Adult Combined
Life literacy enrolment Real GDP

expectancy rate ratio per capita
Country (years) (%) (%) (PPP$)
Greece 778 96.7 B2 11,265
Gabon 54.1 62.6 60 3,641
Life expectancy index
= _ T18-25 _ 3238
Geee® o= - @ - ¥

. 54.1 -2 29

Gabon = Dbt o 8L o 0.485

Adult literacy index
96,7 -0 9.7 S —
G oo T 100 - W
- 2
Gabon = 2260 L 28 0.626

Combined primary, secondary and tertiary enrolment ratio index

B2-0

Greece = 100-0 - 0.820
ca _ B0~0
Gabon = 1000 — 0,600

Educational attainment index
Greece = [2(0.967) + 1{0.820)] = 3 = 0918
Gabon = [200,625) + 10,6001 = 3 =0.617

Adjusted real GDP per capita (PPPS) index
Greece's real GDP per capita at $11,265 (PPPS) is above the threshold level,
but less than twice the threshold. Thus the adjusted real GDP per capita for
Greece would be $5.982 (PPPS) because $5982 = [5,835 + 2011265
~3.835)"].

Gabon's real GDP per capita at $3,641 (PPP$) is less than the threshald
level, so it needs no adjustment.

Thus the adjusted real GDP per capita (PPP$) indices for Greece and
Gabon would be:

3,982 - 100 = 3,882
6,1534- 100 6,054

Greece = 0972

3,641 100 3541

Gabon = 54100~ 6,054

1l

0.584

Human development index

The HDI is a simple average of the life expectancy index, educational attain-
ment index and adjusted real GDP per capita (PPPS) index, and so is derived
by dividing the sum of these three indices by 3.

Adjusted
real GDP
Life Educatianal per capita
expectancy attainment (PPPS)
Country index index index HDY
Greece 0.880 0918 0.972 0.923
Gabon 0.485 0.617 0.584 0.562

HIUMAN DEVELOPMENT REPORT 1997



The gender-related development index and the gender empowerment measure

For comparisons among countries, the GDI and the GEM are limited to data
widely available in international data sets. For this year's Report we have
endeavoured to use the most recent, reliable and internally consistent data.
Collecting more extensive and more reliable gender-disaggregated data is a
challenge that the international community should squarely face. We continue
to publish results on the GDI and the GEM—based on the best available esti-
mates—in the expectation that it will help increase the demand for such data.

The gender-related development index

The GDI uses the same variables as the HDL The difference is that the GDI
adjusts the average achievement of each country in life expectancy, educational
attainment and income in accordance with the disparity in achievement
between women and men. (For a detailed explanation of the GDI methodol-
ogy see technical note 1 in Heonan Development Report 1995). For this gender-
sensitive adjustment we use a weighting formula that expresses 4 moderate
aversion to inequality, setting the weighting parameter, &, equal 10 2. This is
the harmonic mean of the male and female values.

The GDI also adjusts the maximum and minimum values for life
expectancy, to account for the fact that women tend 1o live longer than men.
Forwomen the maximum value is 87.5 years and the minimum value 27.5 vears;
for men the corresponding values are 82,5 and 22.5 years,

Calculating the index for income is fairly complex. Female and male
shares of carned income are derived from data on the ratio of the average
female wage 1o the average male wage and the female and male percentage
shares of the economically active population aged 15 and above. Where data
on the wage ratio are not available, we use a value of 75%, the weighted mean
of the wage ratio for all countries with wage data. Before income is indexed,
the average adjusted real GDP per capita of each country is discounted on
the basis of the disparity in the female and male shares of earned income in
proportion to the female and male population shares.

The indices for life expectancy, educational attainment and income are
added together with equal weight to derive the final GDI value.

Hlustration of the GDI methodology

We choose Norway to illustrate the steps for caleulating the gender-related
development index. The parameter of inequality aversion, &, equals 2. (Any
discrepancies in results are due to rounding. )

Percentage share of total population

Females 51

Males 49

Life expectancy at birth (years)
Females 80.4

Males 746

Adult literacy vate (percent)
Females 99

Males 99

Combined promary, secondary and tertiary gross envolment ratio (percent)
Females 93
Males 92

STEP ONE
Computing the equally distributed life expectancy index

Life expectancy index
Females (80.4 = 27.5)/60 = (.882
Males (74.6 - 22.5)/60 = ().868

The equally distributed life expectaney index

{[{female population share x (female life expectancy index)™'| + [male popu-
lation share x (male life expectancy index) ']}

[05100,8827" + 0.49(0.868) ' = 0.875

TECHNICAL NOTES

STEP TWO
Comrputing the equally distributed educatonal attaimment index

Adudt literacy index

Females (99 - 0)/100 = 0.990
Males 99 —0)/100 = 0,990
Combined gross enrolment mdex

Females (93 - 0)/100 = 0,930
Males (92 —0)/100 = 0,920

Educational attasmmert index

2/3(adult literacy index) + 1/3(combined gross enrolment index)
Females 2/310.990) + 1/310.930) = 0.970

Males 2/3(0.990) + 1/3(0.920) = 0.967

The equally distributed educational attaimment index

{[female population share % (educational attainment index)™'] + [male popu-
lation share x (educational attainment index) ']}

[0.51(0.970)" + 0.49(0,967)'] ' = 0,968

STLP THREE
Comprting the equally distributed tcome ndex

Percentage share of the economically active population
Females 45.5
Males 54.5

Ratro of female non-agricedtural wage to male non-agricultural wage: 0.870
Adjusted real GDP per capita: PPP$6,073 (see the section above on the HDI)
A. Computing proportional income shares

Average wage (W) = (female share of economically active population % female
wage) + (male economically active population x 1)
(0455 x 0.870) + (0.545 % 1) = 0.941

Fenale wage to average wage (W)
0.870/0.941 = 0,925

Male wage to average wage (W)
1/0.941 = 1.063

Share of earned meome
Note: | (female wape/iverage wage) x female share of economically active popu-
lation| + [(male wage/average wage) x male share of economically active popu-
lation] = 1
Females

Female wage/female economically active population

0.9247 x 0.4553 = 0.4210
Males

Male wage/male economically active population

1063 x 0.545 = 0,579

Fenale and male proportional ncome shares

Females

Female share of ecamed income/female population share
0.421/0.505 = 0.834

Males
Male share of earned income/male population share
053790495 = 1.169



B. Computing the equally distributed mcome index

The weighting parameter (€ = 2) is applied.
{[female population share x (female proportional income share)'] + [male
population share x (male proportional income share) ']}

[0.505 (0.834)"' + 0.495 (1.169) ]! = 0.972

0972 % 6,073 = 5903

(5,903 - 100)//(6,154 — 100) = 0.959

STEP FOUR
Computing the gender-related development index (GDI)

1/3(0.875 + 0.968 + 0.959) = 0.934

The gender empowerment measure
The GEM uses variables constructed explicitly to measure the relative empow-
erment of women and men in political and economic spheres of activity.

The first two variables are chosen to reflect economic participation and
decision-making power: women's and men's percentage shares of administra-
tive and managerial positions and their percentage shares of professional and
technical jobs. These are broad, loosely defined occupational categones.
Because the relevant population for each is different, we calculate a seperate
index for each and then add the two together. The third variable, women’s and
men's percentage shares of parliamentary seats, is chosen to reflect political par-
ticipation and decision-making power.

For all three variables we use the methodology of population-weighted
(1 - &) averaging to derive an “cqually distributed equivalent percentage”
(EDEP) for both sexes taken together. Each variable is indexed by dividing the
EDEP by 50%.

An income variable is used 1o reflect power over economic resources, It is
calculated in the same manner as for the GDI except that unadjusted rather
than adjusted real GDP per capita is used. The maximum value for income is
thus PPP$40,000 and the minimum PPP$100.

The three indices—for economic participation and decision-making, polit-
ical participation and decision-making, and power over economic resources—

are added together to derive the final GEM value.

Illustration of the GEM methodology

We choose Cameroon to illustrate the steps in calculating the GEM. The para-
meter of inequality aversion, £, equals 2. (Any discrepancies in results are due
to rounding. )

STEP ONE
Computing indices for parliamentary representation and adpunistrative and man-
agerial, and professional and technical, positions

Percentage share of parliamentary representation

Females 12.1

Males 87.8

Percentage share of administrative and managerial positions
Females 10.1

Males 89.9

Percentage share of professional and technical positions
Females 244

Males 75.6

Percentage share of population

Females 50.38

Males 49.62

124

Computing the EDEP for parliamentary representation
[0.4962(87.8)" + 0.5038(12.1)'] = 21.3

Computing the EDEP for adniinistrative and
[0.4962(89.9)' + 0.5038(10.1)"'] = 18.05

gerial positians

Computing the EDEP for professional and technical positions
[0.4962(75.6)" + 0.5038(24.4)'] = 36.75

Indexing parliamentary represestation
21.30/50 = 0.426

Indexing administrative and managerial positions
18.05/50 = 0.361

Indexing professional and technical positions
36.75/50 = 0.735

Combining the indices for adminisirative and managerial, and professional and tech-
nical, positions
(0.361 + 0.735)/2 = 0.548

STEP TWO
Computing the mdex for share of earned imcome

Percentage share of economically active population
Females 374
Males 62.6

Ratio of female non-agricultural wage to male non-agricultaral wage: 75%
Unadjusted real GDP per capita: PPP$2,120

Ratto of female wage to average wage (W) and of male wage fo average wage (W):
W = 0.374(0.75) + 0.626(1) = 0.9065

Female wage to average wage: 0.75/0.9065 = 0.8274

Male wage to average wage: 1/0.9065 = 1.1031

Share of earned income

Note: |(female wage/average wage) x female share of economically active popu-
lation] + [{male wage/average wage) x male share of economically active popu-
lation] = 1
Females
Males

0.8274 x 0.374 = 0.3094
1.1031 x 0.626 = 0.6095

Female and male proportional income shares
Females 0.3094/0.5038 = 0.6141
Males 0.6905/0.4962 = 1.3916

Computing the equally distributed income index
[0.4962(1.3916)" + 0.5038(0.6141)' ]! = 0.8496
0.8496 x 2,120 = 1,801

(1,801 = 100)/(40,000 - 100) = 0.0426

STEP THREE
Comiputing the GEM
[1/3(0.0426 + 0.0548 + 0.426)] = 0.3389
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The human poverty index

The HPI concentrates on deprivation in three essentiul elements of human life
already reflected in the HDI—longevity, knowledge and a decent standard of
living. The first deprivation relates to survival—the vulnerability to death at a
relatively early age. The second relates to knowledge—being excluded from the
world of reading and communication, The third relates to a decent living stan-
dard in terms of overall economic provisioning.

In constructing the HPI, the deprivation in longevity is represented by the
percentage of people not expected to survive to age 40 (P,), and the depriva-
tion in knowledge by the percentage of adults who are illiterate (P,). The depri-
vation in a decent living standard in terms of overall economic provisioning is
represented by a composite (P) of three variables—the percentage of people
without access to safe water (P, ), the percentage of people without access to
health services (Py,) and the percentage of moderately and severely under-
weight children under five ().

The composite variable P is constructed by tiking a simple average of the
three variables Py, P, and P, Thus

_ Py AP+,

P, 3

Following the analysis in chapter 1 and technical note 1, the formula of HP is
given by

HPL = [(P + P} + P,}) - 3]"".

TECHNICAL NOTES

As an example, we compute the HPI for Egypt.

STEP ONE
Calculating P,

P' Pi P3= P]? P}]
Country (%) (%) (%) (%) (%)
Egypt 16.6 495 21.0 1.0 9.0

214149 31
=T = = 1053

STEP TWO
Constructing the HPI

HPIL = [1/3(16.6" + 49.5' + 10.33)]'"

= [1/3(4,574.30 + 121,287.38 + 1,102.30)]""*

= [1/3(126,963.98)"
= (42,321.33)"»
=348
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TECHNICAL NOTE TABLE 2.1
Human poverty index

Deprivation in economic provisioning (P;)

Survival Deprivation
deprivation  in education Underweight
People  and knowledge Population Population children
not expected Adult without without access under
to survive illiteracy access to to health age five Human poverty
to age 40 (%) rate (%) safe water (%)  services (%) (%) index (HPI)
19907 1994 1990-96 1990-95 1990-96 Overall value
HPI rank (P, (P,) () (P;,) (Py;) (P,) (%)
1 Trinidad and Tobago 5.4 21 3 0 T 3 4.1
2 Cuba 6.29¢ 4.6 1" 0 4 5.1
3 Chile 4.69¢ 5.0 15¢ 3= 1 6 5.4
4 Singapore 320 9.0 0¢ 0« 14¢ 5 6.6
5 Costa Rica 41b 53 4 20¢ 2 9 6.6
6 Colombia 63" 8.9 15 19 8 14 10.7
7 Mexico 83°b 10.8 17 7 14¢ 13 10.9
8 Jordan g:20 14.5 2 3- 9 5 109
9 Panama 6,244 9.5 7 30 7 15 11.2
10 Uruguay 5.4 29 25°¢ 18¢ 7% 17 1.7
11 Thailand 8.9 6.5 13 10¢ 26* 16 W
12 Jamaica 4.4 15.6 14 10¢ 10 1 12.1
13 Mauritius 6.2 17.6 1 0¢ 16 6 12.5
14 United Arab Emirates 36" 21.4 5 1 69 4 149
15 Ecuador 9.9t 10.4 32 12¢ 17* 20 15.2
16 Mongolia 16.0M 17.8 20 5¢ 12 12 15.7
17 Zimbabwe 18491 15.3 23 15 16 18 17.3
18 China 9,14k 19.1 33 12 16 20 17.5
19 Philippines 12.84 5.6 14 29 30 24 17.7
20 Dominican Rep. 10.2% 18.5 35 22 10 22 18.3
21 Libyan Arab Jamahiriya 16.2° 25.0 3 5 5 4 18.8
22 Srilanka 7.949¢ 9.9 43 T¢ 38 29 20.7
23 Indonesia 14.8% 16.8 38 7 35 27 20.8
24 Syrian Arab Rep. 10.3% 30.2 15 10 12 12 217
25 Honduras 10.8*° 280 13 31 18 21 22.0
26 Bolivia 19.6% 17.5 34 33 16 28 225
27 lIran, Islamic Rep. of i o 31.4m 10 12 16 13 226
28 Peru 13.4% 1.7 28 56 s 32 228
29 Botswana 15.9% 31.3 7S 1) & Tt 1 229
30 Paraguay 9.2b 8.1 58 37¢ 4 33 23.2
31 Tunisia 10.5" 348 2 10¢ 9 7 244
32 Kenya 22:3b 23.0 47 23 23 31 26.1
33 Viet Nam 128 7.0 57 10 45 37 26.2
34 Nicaragua 13.6" 34.7 47 17 12 25 27.2
35 Lesotho 239 295 44 20° 21 28 275
36 El Salvador 1178 291 3 60 " 34 28.0
37 Algeria 10.6° 40.6 22 2 13 12 28.6
38 Congo 2210 26.1 66 17¢ 24« 36 29.1
39 lIraq 15.4"% 43.2 22 7= 12 14 30.7
40 Myanmar 25.6% 173 40 40 43 41 31.2
41 Cameroon 25.4" 379 50 20 14 28 314
42 Papua New Guinea 28,6° 288 72 4¢ 35¢ 37 32.0
43 Ghana 24.9¢% 36.6 35 40¢ 27 34 32.6
44 Egypt 16.69¢ 495 21 i 9 10 348
45 Zambia 35.1% 234 73 25°¢ 28 42 35.1
46 Guatemala 14,54+ 44.3 36 43 27 35 355
47 India 19.44k 48.8 19 15 53 29 36.7
48 Rwanda 42.1°b 40.8 34¢ 20 29 28 379
49 Togo 28.4° 49.6 37 39¢ 24¢ 33 39.3
50 Tanzania, U. Rep. of 30.6" 332 62 58 29 50 39.7
51 Lao People's Dem. Rep. 32. 7™ 44.2 48 33 44 42 40.1
52 Zaire 30.0° 23.6 58 74¢ 34 55 41.2
53 Uganda 39.09n 38.9 62 51 23¢ 45 413
54 Nigeria 33.8° 44.4 49 49 36 45 41.6
55 Morocco 12.34 57.9 45 30¢ 9 28 a1.7
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TECHNICAL NOTE TABLE 2.1
Human poverty index (continued)

Deprivation in economic provisioning (P,)

Survival Deprivation

deprivation  in education Underweight
People  and knowledge Population Population children
not expected Adult without without access under
to survive illiteracy access to to health age five Human poverty
1o age 40 (%) rate (%)  safe water (%)  services (%) (%) index (HPI)

1990° 1994 1990-96 1990-95 1990-96 Overall value
HPI rank P (P,) ) (P33 (Pyy) Py (%)
56 Central African Rep. 35.4% 428 62 48 27 46 4.7
57 Sudan 25.2% 55.2 40 30 34 35 42.2
58 Guinea-Bissau 43.2M 46.1 41 60 235 41 43.6
59 Namibia 2114 60.0° 43 4 26 37 451
60 Malawi 38.3% 442 63 65 30 53 45.8
61 Haiti 27 55.9 72 40 28 47 46.2
62 Bhutan 33.2M 58.9 42 35* 38¢ 38 46.3
63 Cote d'lvoire 23140 60.6 25 70¢ 24 40 46.3
64 Pakistan 22.6° 62.9 26 45¢ 38 36 46.8
65 Mauritania 31.7n 63.1 34° 37 23 31 471
66 Yemen 25.6° 58.9° 39 62 39 47 47.6
67 Bangladesh 26.44 62.7 3 55 67 42 48.3
68 Senegal 25.34» 67.9 48 10 20 26 48.7
69 Burundi 33.8" 65.4 41 20 37 33 49.0
70 Madagascar 32.149 54.24 71 62 34 56 49.5
71 Guinea 41.3hi 65.2 45 20 26 30 50.0
72 Mozambique 43.8° 60.5 37 Blc 27 42 50.1
73 Cambodia 31.9M 65.0' 64 47c 40 50 52.5
74 Mali 28.44n 70.7 55 60 31¢ 49 54.7
75 Ethiopia 357° 65.5 75 54 48 59 56.2
76 Burkina Faso 36.1" 81.3 22 10 30 21 58.3
77 Sierra Leone 521" 69.7 66 62 29 52 59.2
78 Niger 43.2¢ 86.9 46 68! 36 50 66.0

a. Data refer 1o 1990 or a year around 1990. b. Obtained by combining two sets of mortality risk estimates: UNICEF estimates of the probability of dying by age 5 and
UN Population Division estimates of the probability of dying between the ages of 5 and 40 (;,q.). Estimates were interpolated using the Coale-Demeny "West” family of
madel life tables, For all countries life expectancy at birth in 1990 is estimated as the arithmetic average of estimates for that peniod in UN 1996b, as explained in Hill
1997 c. Data refer to a year or period other than that specified in the column heading, differ fram the standard definition or refer to only part of a country. d. UNICEF
estimates of the probability of dying by age 5 plus independent estimates (Hill 1997) of the probability of dying between the ages of 5 and 40. e. Based on registration
of deaths around 1990 f Wasting {moderate or severe), g. UNICEF field office source. h. UN Papulation Division, based on life expectancy at birth i UN Population
Division, obtained by finding estimated life expectancy at birth in 1990 (obtained by linear interpolation between the 1985-90 and 1990-95 estimates) and then find-
ing the implied ,,q, and ., values in the Coale-Demeny "West” mode life tables, Keyfitz and Flieger national life tables were used 1o calculate the ratio of life expectancy
at birth to ,q, and .q, around 1970 and around 1985; for each country the ratios for 1990 were then estimated by linear extrapolation. These ratios were plotted
against time and found to change in similar ways over time across countnies, awing a senes of parallel lines. The estimated ratio and estimated life expectancy at birth
were then used to obtain estimated risks of dying by age 40 and age 60, as explained in Hill 1997. ). Based on Demographic and Health Survey direct sisterhood esti-
males of probability of dying between the ages of 5 and 50, extended from 50 to 60 using a Coale-Demeny “West” model life table fitted 1o .q,, as explained in Hill
1997, k. World Bank 1993. |. Based on reqistered deaths after adjusting for estimated completeness. m. UNESCO 1995. Data are for 1995. n. Based on Demographic
and Health Survey direct sisterhood estimates of probability of dying between the ages of 15 and 50, extended to cover ages 5 to 14 and 50 to 60 using a Coale-Demeny
”Wes:; model life table fitted to ..q,.. o, UNDP 1996d. p. Pison and others 1995. g. Human Development Report Office estimate based on national sources. r. UNICEF
1996

Source: Column 1° Hill 1997, column 2- calculated on the basis of data from UNESCO 1996b; columns 3 and 4° calculated on the basis of data from UNICEF 1997, col-
umn 5; UNICEF 1997,
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Selected definitions

Administrators  and  managers  Includes
legislators, senior government administrators,
traditional chiefs and heads of villages and ad-
ministrators of special interest organizations.
It also includes corporate managers such as
chief executives and general managers as well
as specialized managers and managing super-
visors, according to the International
Standard  Classification of Occupations
(ISCO-1968).

Aleobol consumption per capita Derived
from sales data for beer, wine and spirits, each
of which is converted 1o absolute alcohol based
on its alcohol content. The total absolute alco-
hol is then divided by the population to get per
capita consumption.

Births attended The percentage of births
attended by physicians, nurses, midwives,
trained primary health care workers or trained
traditional birth attendants.

Budget surplus/deficit (overall surplusideficit)
Central government current and capital revenue
and official grants received, less expenditure
and net government lending.

Central government expenditures  Expendi-
tures, both current and capital, by all govern-
ment offices, departments, establishments and
other bodies that are agencies or instruments of
the central authority of a country.

Cereal imports Al cereals in the Standard
International Trade Classification (SITC),
Revision 2, Groups 041-046. This includes
wheat and flour in wheat equivalent, rice, maize,
sorghum, barley, oats, rye, millet and other mi-
nor grains. Grain trade data include both com-
mercial and food aid shipments but exclude
trade between the member states of the
European  Union  and  within  the
Commonwealth of Independent States. Cereal
imports are based on calendar-year data report-
ed by recipient countries.

Children reaching grade 5 Percentage of
children starting primary school who eventually
attain grade 5 (grade 4 if the duration of primary
school is four years). The estimate is based on
the Reconstructed Cohort Method, which uses

data on enrolment and repeaters for two con-
secutive years.

Crgarette consumption per adult  Estimated
by the World Health Organization (WHO) ac-
cording to this formula: the sum of production
and imports minus exports divided by the pop-
ulation aged 15 years and older. This measure of
apparent consumption has been adjusted for
consumption of bidis and rolled tobacco as well
as smuggling, but not for stocks kept by the
trade.

CO, emissions by souwrce  Anthropogenic
(human-originated) carbon dioxide (CO,)
emissions from energy use only. It includes oil
held in international marine bunkers, with quan-
tities assigned to the countries in which bunker
deliveries were made. [t also includes peat, but
it excludes oil and gas for non-energy purposes
and the use of biomass fuels.

Coastal cities  Coastal area is defined as a
zone no more than 60 kilometres inland.

Comnnercial energy  Commercial forms of
primary energy—petroleum (crude oil, natural
gas liquids and oil from nonconventional
sources), natural gas, solid fuels (coal, lignite
and other derived fuels) and primary electricity
(nuclear, hydroelectric, geothermal and oth-
er)—all converted into oil equivalents.

Comnnercial energy consmmption  Refers 1o
domestic primary commercial energy supply be-
fore transformation to other end-use fuels (such
as electricity and refined petroleum product)
and is calculated as indigenous production plus
imports and stock changes, minus exports and
international marine bunkers. Energy consump-
tion also includes products consumed for non-
energy uses, mainly derived from petroleum.
The use of firewood, dried animal manure and
other traditional fuels, although substantial in
some developing countries, is not taken into ac-
count because reliable and comprehensive data
are not available.

Commercial energy production  Refers to
the first stage of commercial production. Thus
for hard coal the data refer to mine production;
for briquettes, to the output of briquerting
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plants; for crude petroleum and natural gas, to
production at oil and gas wells; for natural gas
liquids, to production at wells and processing
plants; for refined petroleum products, to gross
refinery output; for cokes and coke-oven gas, to
the output of ovens; for other manufactured gas,
to production at gas works, blast furnaces or re-
fineries; and for electricity, to the gross produc-
tion of generating plants,

Compulsory education  The existence of
laws that stipulate that children, unless exempt-
ed, must attend a certain number of grades be-
tween designated ages. For example, regulations
may specify that the duration of compulsory ed-
ucation is six grades between ages 6 and 14. This
means that a child ceases to be subject to the
regulations either on his or her 14th birthday or
on completion of six years of schooling (though
he or she might then be only 12 or 13 years old).
However, in many countries and territories
where the urgent problem is to provide a suffi-
cient number of schools for all children, the ex-
istence of compulsory education laws may be of
only academic interest since almost all such reg-
ulations exempt a child from attending if there
is no suitable school within a reasonable dis-
tance from his or her home.

Contraceptive prevalence rate The percent-
age of married women of child-bearing age who
are using, or whose husbands are using, any
form of contraception, whether modern or tra-
ditional.

Crude birth rate Annual number of births
per thousand population,

Crude death rate. Annual number of deaths
per thousand population.

Current acconnt balance  The difference be-
tween (a) exports of goods and services (Factor
and non-factor) as well as inflows of unrequited
transfers but exclusive of foreign aid and (b) im-
ports of goods and services as well as all unre-
quited transfers to the rest of the world.

Darly calorie supply per capita  The calorie
equivalent of the net food supplies in a country,
divided by the population, per day.

Debt service: The sum of principal repay-
ments and interest payments on total external
debt.

Defence  expenditure  All - expenditure,
whether by defence or other departments, on
the maintenance of military forces, including the
purchase of military supplies and equipment,
construction, recruitment, training and military
aid programmes.

Deforestation  The permanent clearing of
forest lands for shifting cultivation, permanent
agriculture or settlements; it does not include
other alterations such as selective logging.
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Dependency ratio - The ratio of the popula-
tion defined as dependent—those under 15 and
over 64—10 the working-age population, aged
15-64.

Disability  As defined by the International
Classification of Impairments, Disabilities and
Handicaps (ICIDH) issued by the World Health
Organization (WHO), disability is a restriction
or lack of ability (resulting from impairment) to
perform an activity in the manner or within the
range considered normal for a human being.
Impairment is defined as any loss of psycholog-
ical, physiological or anatomical structure and
tunction: The World Programme of Action con-
cerning disabled persons monitors the imple-
mentation of national action to enhance the
socio-economic opportunities and integration of
disabled persons.

Disbursement  The release of funds to, or
the purchase of goods or services for, a recipi-
ent; by extension, the amount thus spent.
Disbursements record the actual international
transfer of financial resources or of goods or ser-
vices, valued at the cost to the donor. For activ-
ities carried out in donor countries, such as
training, administration or public awareness
programmes, disbursement is taken to have oc-
curred when the funds have been transferred to
the service provider or the recipient. They may
be recorded as gross (the total amount dis-
bursed over a given accounting period) or net
(less any repayments of loan principal during the
same period).

Discouraged  workers  Individuals  who
would like to work and who are available for
work, but are not actively seeking work because
of a stated belief that no suitable job is available
or because they do not know where to get work.
The number of discouraged workers is used as
an additional measure of labour market slack by
the OECD.

Doctors  Refers to physicians and includes
all graduates of any faculty or school of medicine
in any medical field (including practice, teach-
ing, administration and research).

Earnings per employee  All remuneration to
employees expressed in constant prices, derived
by deflating nominal earnings per employee by
the country’s consumer price index.

Economically active population  All men or
women who supply labour for the production of
economic goods and services, as defined by the
UN System of National Accounts, during a
specified time period. According to this system,
the production of economic goods and services
should include all production and processing of
primary products (whether for the market, for
harter or for own-consumption), the production
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of all other goods and services for the market
and, in the case of households that produce such
goods and services for the market, the corre-
sponding production for own-consumption.

Education expenditure  Expenditure on the
provision, management, inspection and support
of pre-primary, primary and secondary schools;
universities and colleges; vocational, technical
and other training institutions; and general ad-
ministration and subsidiary services.

Employees Includes regular employees,
working proprietors, active business partners
and unpaid family workers, but excludes home-
makers.

Enrolment ratio (gross and net) The gross
enrolment ratio is the number of students en-
rolled in a level of education—whether or not
they belong in the relevant age group for that
level—as a percentage of the population in the
relevant age group for that level. The net enrol-
ment ratio is the number of students enrolled in
a level of education who belong in the relevant
age group, as a percentage of the population in
that age group.

Exports of goods and services The value of
all goods and non-factor services provided to the
rest of the world, including merchandise,
freight, insurance, travel and other non-factor
services.

Female-male gap A set of national, region-
al and other estimates in which all the figures for
females are expressed in relation to the corre-
sponding figures for males. which are indexed to
equal 100.

Fertility rate (total)  'The average number of
children that would be born alive to a woman
during her lifetime, if she were to bear children
at each age in accord with prevailing age-specif-
ic fertility rates.

Food aid in cereals  Cereals provided by
donor countries and international organizations,
including the World Food Programme and the
International Wheat Council, as reported for
that particular crop year. Cereals include wheat,
flour, bulgur, rice, coarse grain and the cereal
components of blended foods.

Food consumption as a percentage of total
household consumption  Computed from de-
tails of GDP (expenditure at national market
prices) defined in the UN System of National
Accounts, mostly as collected from the
International Comparison Programme phases
IV (1980) and V (1985).

Food production per capita index The
average annual quantity of food produced per
capita in relation to that produced in the in-
dexed year. Food comprises nuts, pulses, fruit,
cereals, vegetables, sugar cane, sugar beets,

starchy roots, edible oils, livestock and live-
stock products.

Food supply from fish and seafood The
quantity of both freshwater and marine fish
products available for human consumption.
Data on aquatic plants and whale meat are ex-
cluded. Consumption levels are given exclusive
of discarding and loss during storage, prepara-
tion and cooking.

Future labour force replacement ratio  The
population under 15 divided by a third of the
population aged 15-59.

Government consumption  Includes all cur-
rent expenditure for purchases of goods and ser-
vices by all levels of government. Capital expen-
diture on national defence and security is
regarded as consumption expenditure,

Greenhouse index: Net emissions of three
major greenhouse gases (carbon dioxide,
methane and chlorofluorocarbons), with each
gas weighted according to its heat-trapping
quality (in carbon dioxide equivalents) and ex-
pressed in metric tons of carbon per capita.

Gross domestic imvestment Outlays on addi-
tions to the fixed assets of the economy plus net
changes in the level of inventories.

Gross domestic product (GDP)  The total
output of goods and services for final use pro-
duced by an economy, by both residents and
non-residents, regardless of the allocation to
domestic and foreign claims. It does not include
deductions for depreciation of physical capital
or depletion and degradation of natural re-
sources.

Gross national product (GNP)  Comprises
GDP plus net factor income from abroad, which
is the income residents receive from abroad for
factor services (labour and capital), less similar
payments made to non-residents who con-
tribute to the domestic economy,

Gross national product (GNP) per capita
growth rates  Annual GNP per capita is ex-
pressed in current US dollars, and GNP per
capita growth rates are average annual growth
rates computed by fitting trend lines to the log-
arithmic values of GNP per capita at constant
market prices for cach year in the period.

Health expenditure Public expenditure on
health comprises the expenditure, both current
and capital, by all government offices, depart-
ments, establishments and other bodies that are
agencies or instruments of the central authority
of a country on hospitals, clinics and maternity
and dental centers with a major medical com-
ponent; on national health and medical insur-
ance schemes; and on family planning and pre-
ventive care. The data on health expenditure are
not comparable across countries. In many
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economies private health services are substan-
tial; in others public services represent the ma-
jor component of total expenditure but may be
financed by lower levels of government. Caution
should therefore be exercised in using the data
for cross-country comparisons.

Health services access The percentage of
the population that can reach appropriate local
health services on foot or by local means of
transport in no more than one hour.

Homicides Includes intentional deaths
(purposely inflicted by another person, includ-
ing infanticide), non-intentional deaths (not
purposely inflicted by another person) and
manslaughter but excludes traffic accidents re-
sulting in death.

Housing and community amenities expendr-
ture  Expenditures on housing (excluding in-
terest subsidies) such as income-related
schemes, on provision and support of housing
and slum clearance activities, on community de-
velopment and on sanitation services.
Expenditures on environmental defence, such
as pollution abatement, are also included in this
category.

Huniar priority areas  Basic education, pri-
mary health care, safe drinking water, adequate
sanitation, family planning and nutrition.

Immunized 'The average vaccination cov-
erage of children under one year of age for the
antigens used in the Universal Child
Immunization (UCI) Programme.

Income share The distribution of income
or expenditure (or share of expenditure) accru-
ing to percentile groups of households ranked by
total household income, by per capita income or
by expenditure. Shares of population quintiles
and the top decile in total income or consump-
tion expenditure are used in calculating income
shares. The data sets for these countries are
drawn mostly from nationally representative
household surveys conducted in different years
during 1978-92. Data for the high-income
OECD economies are based on information
from the Statistical Office of the European
Union (Eurostat), the Luxembourg Income
Study and the OECD. Data should be inter-
preted with caution owing to differences be-
tween income studies in the use of income and
consumption expenditure to estimate living
standards.

Infant mortality rate  The annual number of
deaths of infants under one year of age per thou-
sand live births. More specifically, the probabil-
ity of dying between birth and exactly one year
of age times 1,000,

Inflation rate Measured by the growth rate
of the GDP implicit deflator for each of the
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periods shown. The GDP deflator is first calcu-
lated by dividing, for each year of the period, the
value of GDP at current values by the value of
GDP at constant values, both in national cur-
rency. This measure of inflation, like others, has
limitations, but it is used because it shows an-
nual price movements for all goods and services
produced in an economy.

International reserves (gross) Holdings of
monetary gold, Special Drawing Rights (SDRs),
the reserve positions of members in the IMF and
holdings of foreign exchange under the control
of monetary authorities expressed in terms of
the number of months of imports of goods and
services these could pay for at the current level
of imports.

Involuntary part-time workers  Refers di-
rectly to the International Labour Organisation
(ILO) concept of visible underemployment and
includes three groups of workers: those who usu-
ally work full-time but are working part-time be-
cause of economic slack; those who usually work
part-time but are working fewer hours in their
part-time job because of economic slack; and
those working part-time because full-time work
could not be found. The number of involuntary
part-time workers is used as an additional mea-
sure of labour market slack by the OECD.

Labour force See Economically active
population.

Least developed countries The least devel-
oped countries are those recognized by the
United Nations as low-income countries en-
countering long-term impediments to econom-
ic growth, particularly low levels of human re-
source development and severe structural
weaknesses. The main purpose of constructing
a list of such countries is to give guidance to
donor agencies and countries for allocation of
foreign assistance.

Life expectancy at birth The number of
years a newborn infant would live if prevailing
patterns of mortality at the time of birth were to
stay the same throughout the child's life.

Literacy rate (adult) The percentage of
people aged 15 and above who can, with under-
standing, both read and write a short, simple
statement on their everyday life.

Low-bivth-weight infants  The percentage
of babies born weighing less than 2,500 grams,

Marine cateh  Marine fish killed, caught,
trapped, collected, bred or cultivated for com-
mercial, industrial and subsistence use, includ-
ing crustaceans, molluscs, miscellaneous aquat-
ic animals (excluding whales and other
mammals) and quantities taken in recreational
activities. Figures include fish caught by a coun-
try's fleet anywhere in the world.

[2¥]
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Maternal mortality rate The annual num-
ber of deaths of women from pregnancy-related
causes per 100,000 live births. According to the
Tenth International Classification of Diseases, a
maternal death is defined as the death of a
woman while pregnant or within 42 days of ter-
mination of pregnancy, irrespective of the dura-
tion and the site of the pregnancy, from any caus-
es related to or aggravated by the pregnancy or
its management, but not from accidental or in-
cidental causes. This complicated definition and
the relative infrequency of maternal deaths in a
short period (such as 1-2 years), except in very
large population samples, led to misclassifica-
tion and underreporting in many countries. To
address the problem, a new set of estimates for
1990 was developed by the World Health
Organization (WHO) and the United Nations
Children’s Fund (UNICEF) that adjusted avail-
able data for underreporting and misclassifica-
tion and included a model to predict values for
countrics with no reliable national data. These
estimates should be seen asa recalculation of the
previous (1991) revision rather than as indica-
tive of trends since then. They cannot be used to
monitor trends on a year-to-year basis, but
rather provide a baseline estimate against which
it will be possible to assess progress by 2003,

Military expenditure  See Defence expend-
ture.

Mudtilateral official development assistance
(ODA)  Funds contributed in the form of ODA
to an international institution with governmental
membership that conducts all or a significant part
of its activities in favour of development and aid
recipient countries, A contribution by a donor to
such an agency is deemed to be multilateral if it
is pooled with other contributions and disbursed
at the discretion of the agency. ODA received by
aid recipient countries is considered multilateral
if it comes from multilateral agencies such as mul-
tilateral development banks (the World Bank, re-
gional development banks). UN agencies and re-
gional groupings (certain European Union and
Arab agencies).

Municipal waste  Waste collected by mu-
nicipalities or by their order, including waste
originating from houscholds, commercial activ-
ities, office buildings, schools, government
buildings and small businesses that dispose of
waste at the same facilities used for waste col-
lected by municipalities.

Nurses  All persons who have completed a
programme of basic nursing education and are
qualified and registered or authorized by the
country to provide responsible and competent
service for the promotion of health, prevention
of illness, care of the sick and rehabilitation.

Occupation  The classification of occupa-
tions brings together individuals doing similar
work, irrespective of where the work is per-
formed. Most countries have supplied data on
the basis of the International Standard
Classification of Occupations (ISCO). The ac-
tual content of occupational groups may differ
from one country to another owing to variations
in definitions and methods of data collection.

Official ~ development — assistance  (ODA)
Grants or loans to countries and territories on
Part I of the OECD Development Assistance
Committee (DAC) List of Aid Recipients (de-
veloping countries) that are undertaken by the
official sector, with promotion of economic de-
velopment and welfare as the main objective—
and at concessional financial terms (if a loan, at
least 25% grant element). Figures for total net
ODA disbursed are based on OECD data for
DAC member countries, multilateral organiza-
tions and Arab states,

Oral rebydration therapy use rate The per-
centage of all cases of diarrhoea in children un-
der age five treated with oral rehyvdration salts or
an appropriate household solution.

Population density  The total number of in-
habitants divided by the surface area.

Population served by waste water treatment
plants  National population connected to pub-
lic sewage networks with treatment.

Poverty lime Based on the concept of an ab-
solute poverty line, expressed in monetary terms:
the income or expenditure level below which a
minimum, nutritionally adequate diet plus essen-
tial non-food requirements are not affordable.
National estimates that rely on a relative poverty
line (such as share of food in total expenditures)
are excluded, as are those that rely on a poverty
line defined exclusively in relation to another
variable (such as the minimum wage) rather than
the satisfaction of the food and non-food needs
at a minimally aceeptable level. Poverty estimates
are based on data from an actual household bud-
get, income or expenditure survey. Exceptions in-
clude some African and small island countries or
territories for which otherwise virtually no obser-
vations would have been available.

Primary education Education at the first
level (International Standard Classification of
Education—ISCED—level 1), the main func-
tion of which is to provide the basic elements of
education, such as elementary schools.

Primary intake rate - Number of new entrants
into first grade, regardless of age, expressed as a
percentage of the population of official admission
age for the first level of education.

Primary school completion rate The pro-
portion of children entering the first grade of pri-
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mary school who successfully complete that lev-
¢l in due course.

Private consumption  The market value of
all goods and services, including durable prod-
ucts (such as cars, washing machines and home
computers), purchased or received as income in
kind by households and non-profit institutions.
It excludes purchases of dwellings but includes
imputed rent for owner-occupied dwellings.

Production as a percentage of national energy
reserves The data on production of energy
refer to the first stage of production; thus for
hard coal and lignite the data refer to mine pro-
duction, and for crude oil and natural gas, to
production at oil and gas wells. The data for
reserves refer to proved recoverable reserves of
coal, crude oil and natural gas—that is, the
tonnage of the proved amount in place that can
be recovered (extracted from the earth in raw
form) in the future under present and expected
economic conditions and existing technological
limits. The ratio of production to reserves is the
annual production of energy commodities as a
percentage of the total proved recoverable
reserves.

Professional and technical workers  Physical
scientists and related technicians; architects, en-
gineers and related technicians; aireraft and
ships’ officers; life scientists and related techni-
cians: medical, dental, veterinary and related
workers; statisticians, mathematicians, systems
analysts and related technicians; economists; ac-
countants; jurists; teachers; workers in religion;
authors, journalists and related writers; sculp-
tors, painters, photographers and related cre-
ative artists; composers and performing artists;
athletes, sportsmen and related workers; and
professional, technical and related workers not
clsewhere  classified, according to  the
International ~ Standard ~ Classification  of
Occupations (ISCO-1968).

Purchasing power parity (PPP§)  The pur-
chasing power of a country's currency: the num-
ber of units of that currency required to pur-
chase the same representative basket of goods
and services (or a similar basket of goods and
services) that a US dollar (the reference curren-
cy) would buy in the United States. Purchasing
power parity could also be expressed in other na-
tional currencies or in Special Drawing Rights
(SDRs).

Real GDP per capita (PPPS)  The GDP per
capita of a country converted into US dollars on
the basis of the purchasing power parity of the
country's currency. The system of purchasing
power parities has been developed by the
United Nations International Comparison
Programme (1CP) to make more accurate inter-
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national comparisons of GDP and its compo-
nents than those based on official exchange
rates, which can be subject to considerable fluc-
tuation.

Reforestation  The establishment of planta-
tions for industrial and non-industrial uses; it
does not, in general, include regeneration of old
tree crops, although some countries may report
regeneration as reforestation.

Refugees  According to the United Nations
Convention Relating to the Status of Refugees
and its 1967 Protocol, refugees are persons
who—owing to a well-founded fear of being
persecuted for reasons of race, religion, nation-
ality, membership in a particular social group or
political opinion—are outside their country of
nationality and are unable or. owing to such fear,
unwilling to avail themselves of the protection of
that country; or who, not having a nationality
and being outside the country of their former
habitual residence, are unable or, owing to such
fear, unwilling to return to it. According to the
United Nations High Commissioner for
Refugees (UNHCR), refugees also include se-
lected groups of internally displaced persons, re-
turnees and others of concern to or assisted by
the UNHCR.

Rural-urban disparity A set of national, re-
gional and other estimates in which all the rural
figures are expressed in relation to the corre-
sponding urban figures, which are indexed to
equal 100,

Safe water access The percentage of the
population with reasonable access to safe water
supply, including treated surface water or un-
treated but uncontaminated water such as that
from springs, sanitary wells and protected bore-
holes.

Samitation access  The percentage of the
population with reasonable access to sanitary
means of excreta and waste disposal, including
outdoor latrines and composting.

Scienee graduates  Tertiary education grad-
uates in the natural and applied sciences, in-
cluding medicine,

Screntists and technicians  Scientists refers
to scientists and engineers with scientific or
technological training (usually completion of
third-level education) in any field of science who
are engaged in professional work in research and
development activities, including administrators
and other high-level personnel who direct the
execution of research and development activi-
ties. Technicians refers to persons engaged in
scientific research and development activities
who have received vocational or technical train-
ing for at least three years after the first stage of
second-level education.
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Secondary education  Education at the sec-
ond level (International Standard Classification
of Education—ISCED—Ilevels 2 and 3), based
on at least four years of previous instruction at
the first level and providing general or special-
ized instruction or both, such as middle school,
secondary school, high school, teacher training
school at this level and vocational or technical
school.

Secondary technical education Education
provided in second-level schools aimed at
preparing the pupils directly for a trade or occu-
pation other than teaching,

Soctal protection  Refers to OECD mem-
ber countries’ provision of social welfare in the
areas of health, pensions, unemployment bene-
fits and other income support schemes. This
provision is intended not just to assist those in
need, but also to meet economic goals by cover-
ing the social costs of economic restructuring.

Sucial  security  benefits  expenditure
Compensation for loss of income for persons
who are ill and temporarily disabled; payments
to the elderly, persons with permanent disability
and the unemployed; family, maternity and child
allowances; and the cost of welfare services.

Social security expenditure  Transfer pay-
ments (including payments in kind) to compen-
sate for reduction or loss of income or inade-
(uate earning capacity.

South-North gap A set of national, regional
and other estimates in which all figures for de-
veloping countries are expressed in relation to
the corresponding average figures for all the in-
dustrial countries, indexed to equal 100.

Sulfur and nitrogen enissions  Emissions of
sulfur in the torm of sulfur oxides and of nitro-
gen in the form of its various oxides, which to-
gether contribute to acid rain and adversely af-
fect agriculture, forests, aquatic habitats and the
weathering of building materials.

lax revenue  Compulsory, unrequited, non-
repayable receipts for public purposes—includ-
ing interest collected on tax arrears and penal-
ties collected for non-payment or late payment
of taxes—shown net of refunds and other cor-
rective transactions,

Terms of trade  The ratio of a country’s in-
dex of average export prices to its index of av-
erage import prices.

Terttary education  Education at the third
level (International Standard Classification of
Education—ISCED—levels 3, 6 and 7), such as
universities, teachers colleges and higher pro-
fessional schools—requiring as a minimum con-
dition of admission the successful completion of

education at the second level or evidence of the
attainment of an equivalent level of knowledge.

Total external debt 'The sum of public, pub-
licly guaranteed and private non-guaranteed
long-term external obligations, short-term debt
and use of IMF credit. The data on debt are
from the World Bank’s Debtor Reporting
System, supplemented by World Bank esti-
mates. The system is concerned solely with de-
veloping economies and does not collect data on
external debt for other groups of borrowers or
from economies that are not members of the
World Bank. Dollar figures for debt are in US
dollars converted at official exchange rates.

Traditional fuels  Includes fuelwood, char-
coal, bagasse and animal and vegetable wastes.

Transition from first- to second-level education
Number of new entrants into secondary gener-
al education, expressed as a percentage of the
total number of pupils in the last grade of pri-
mary education in the previous year.

Under-five mortality rate  The annual num-
ber of deaths of children under age five per
1,000 live births averaged over the previous five
years. More specifically, the probability of dying
between birth and exactly five vears of age ex-
pressed per 1,000 live births.

Underweight (moderate and severe child mal-
nutritton) The percentage of children under
age five who are below minus two standard de-
viations from the median birth weight for age of
the reference population.

Unemployment ~ All persons above a speci-
fied age who are not in paid employment or self-
employed, but are available and have taken spe-
cific steps to seek paid employment or
self-employment.

Urban population  Percentage of the popu-
lation living in urban areas as defined according
to the national definition used in the most recent
population census.

Waste recycling  The reuse of material that
diverts it from the waste stream, except for recy-
cling within industrial plants and the reuse of ma-
terial as fuel. The recycling rate is the ratio of the
quantity recycled to the apparent consumption.

Water resources, internal renewable The
average annual flow of rivers and aquifers gen-
erated from endogenous precipitation.

Water withdrawals  Includes those from
non-renewable aquifers and desalting plants but
does not include losses from evaporation.

Welfare expenditure - Expenditures on assis-
tance delivered to persons or groups with spe-
cial needs, such as the young, the old or the
handicapped.

HUMAN DEVELOPMENT REPORT 1997



Classification of countries

Countries in the human development aggregates

High buman development Medium buman development Low buman development

(HDI 0.800 and above) (HDI 0.500 to 0.799) (HDI below 0.500)

Antigua and Malaysia Albania Morocco Angola
Barbuda Malta Algeria Namibia Bangladesh

Argentina Mauritius Armenia Nicaragua Benin

Australia Mexico Azerbaijan Oman Bhutan

Austria Netherlands Bolivia Papua New Guinea Burkina Faso

Bahamas New Zealand Botswana Paraguay Burundi

Bahrain Norway Brazil Peru Cambodia

Barbados Panama Bulgaria Philippines Cameroon

Belarus Poland Cape Verde Romania Central African Rep.

Belgium Portugal China Russian Federation Chad

Belize Qartar Congo Samoa (Western) Comoros

Brunei Saint Kitts and Croatia Sao Tomé and Principe Cote d'lIvoire
Darussalam Nevis Cuba Saudi Arabia Djibouti

Canada Saint Lucia Dominican Rep. Solomon Islands Equatorial Guinea

Chile Saint Vincent Ecuador South Africa Eritrea

Colombia Seychelles Egypt Sri Lanka Ethiopia

Costa Rica Singapore El Salvador Suriname Gambia

Cyprus Slovakia Estonia Swaziland Ghana

Czech Rep. Slovenia Gabon Syrian Arab Rep. Guinea

Denmark Spain Georgia Tajikistan Guinea-Bissau

Dominica Sweden Guatemala Tunisia Haiti

Fiji Switzerland Guyana Turkey India

Finland Thailand Honduras Turkmenistan Kenya

France Trinidad and Indonesia Ukraine Lao People’s Dem. Rep.

Germany Tobago Iran, Islamic Rep. of Uzbekistan Lesotho

Greece United Arab Iraq Vanuatu Madagascar

Grenada Emirates Jamaica Viet Nam Malawi

Hong Kong United Kingdom Jordan Zimbabwe Mali

Hungary Uruguay Kazakstan Mauritania

Ieeland USA Korea, Dem, Mozambique

Ireland Venezuela People’s Rep. of Myanmar

Israel Kyrgyzstan Nepal

Ltaly Latvia Niger

Japan Lebanon Nigeria

Korea, Rep. of Lithuania Pakistan

Kuwait Macedonia, FYR Rwanda

Libyan Arab Maldives Senegal
Jamahiriya Moldova, Rep. of Sierra Leone

Luxembourg Mongolia Sudan
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Tanzania, U. Rep. of
Togo

Uganda

Yemen

Zaire

Zambia
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Countries in the income aggregates

High income
(GNP per capita
above $8,955 in 1994)

Andorra

Aruba

Australia
Austria
Bahamas
Belgium
Bermuda
Brunei Darussalam
Canada

Cayman Islands
Channel Islands
Cyprus
Denmark
Taeroe Islands
Finland

France

French Polynesia
Germany
Greenland
Hong Kong
Iceland

Ireland

Israel

Ttaly

Japan

Kuwait
Liechtenstein
Luxembourg
Macao

Monaco
Netherlands
Netherlands Antilles
New Zealand
Norway
Portugal

Qatar

Singapore

Spain

Sweden
Switzerland
United Arab Emirates
United Kingdom
USA

Virgin Islands (U.S.)
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Middle income
(GNP per capita
$726 to $8,955 in 1994)

Algeria

American Samoa

Angola

Antigua and Barbuda

Argentina

Bahrain

Barbados

Belarus

Belize

Bolivia

Botswana

Brazil

Bulgaria

Cape Verde

Chile

Colombia

Costa Rica

Croatia

Cuba

Czech Rep.

Djibouti

Dominica

Dominican Rep.

Ecuador

El Salvador

Estonia

Fiji

French Guiana

Gabon

Greece

Grenada

Guadeloupe

Guam

Guatemala

Hungary

Indonesia

Iran, Islamic Rep. of

Irag

Isle of Man

Jamaica

Jordan

Kazakstan

Kiribati

Korea, Dem. People’s
Rep. of

Korea, Rep. of

Latvia

Lebanon

Libyan Arab Jamahiriya

Lithuania

Macedonia, FYR

Malaysia

Maldives

Malta

Marshall Islands

Martinique

Mauritius

Mavyotte

Mexico

Micronesia Fed.
States

Moldova, Rep. of

Morocco

Namibia

New Caledonia

N. Mariana Islands

Oman

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Puerto Rico

Réunion

Romania

Russian Federation

Saint Kitts and Nevis

Saint Lucia

Saint Vincent

Samoa (Western)

Saudi Arabia

Seychelles

Slovakia

Slovenia

Solomon Islands

South Africa

Suriname

Swaziland

Syrian Arab Rep.

Thailand

Tonga

Trinidad and Tobago

Tunisia

Turkey

Turkmenistan

Ukraine

Uruguay

Uzbekistan

Vanuatu

Venezuela

West Bank and Gaza

Yugoslavia

Low income
(GNP per capita
$725 and below in 1994)

Tajikistan
Tanzania
Togo
Uganda
Viet Nam
Yemen
Zaire
Zambia
Zimbabwe

Afghanistan
Albania
Armenia
Azerbaijan
Bangladesh
Benin

Bhutan
Bosnia and Herzegovina
Burkina Faso
Burundi
Cambodia
Cameroon
Central African Rep.
Chad

China
Comoros
Congo

Cote d'Ivoire
Egypt
Equatorial Guinea
Eritrea
Ethiopia
Gambia
Georgia
Ghana
Guinea
Guinea-Bissau
Guyana

Haiti
Honduras
India

Kenya
Kyrgyzstan
Lao People's Dem. Rep.
Lesotho
Liberia
Madagascar
Malawi

Mali
Mauritania
Mongolia
Mozambique
Myanmar
Nepal
Nicaragua
Niger

Nigeria
Pakistan
Rwanda

Sio Tomé and Principe
Senegal

Sierra Leone
Somalia

Sri Lanka
Sudan
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Countries in the major world aggregates

Least devel apcd

countries

Afghanistan
Angola
Bangladesh
Benin

Bhutan
Burkina Faso
Burundi
Cambodia
Cape Verde
Central African Rep.
Chad
Comoros
Djibouti
Equatorial Guinea
Eritrea
E[hiﬂpia
(rambia
Guinea
Guinea-Bissau
Haiti

Kiribati

Lao People’s Dem. Rep.

Lesotho

Liberia
Madagascar
Malawi

Maldives

Mali

Mautitania
Mozambique
Myanmar

Nepal

Niger

Rwanda

Samoa (Western)
Sio Tomé and Principe
Sierra Leone
Solomon Islands
Somalia

Sudan

Tanzania, U. Rep. of
Togo

Tuvalu

Uganda

Vanuatu

Yemen

Laire

Zambia

Al developing countries

Afghanistan
Algeria

Angola

Antigua and Barbuda
Argentina
Bahamas
Bahrain
Bangladesh
Barbados
Belize

Benin

Bhutan

Bolivia
Botswana

Brazil

Brunei Darussalam
Burkina Faso
Burundi
Cambodia
Cameroon
Cape Verde
Central Alrican Rep.
Chﬂd

Chile

China
Colombia
Comoros
Congo

Costa Rica
Cote d'Tvoire
Cuba

Cyprus

Djibouti
Dominica
Dominican Rep.
Ecuador

Egypt

El Salvador
Equatorial Guinea
Eritrea

Ethiopia

Fiji

Gabon
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Gambia
Ghana
Grenada
Guatemala
Guines
Guinea-Bissau
Guyana
Haiti
Honduras
Hong Kong
India
Indonesia
Iran, Islamic Rep. of
Irag
Jamaica
Jordan
Kenya
Korea, Dem. People's
Rep. of
Korea, Rep. of
Kuwait

Lao People's Dem. Rep.

Lebanon
Lesotho
Liberia
Libyan Arab Jamahiriya
Madagascar
Malawi
Malaysia
Maldives
Mali
Mauritania
Mauritius
Mexico
Mongolia
Morocco
Mozambigue
Myanmar
Namibia
Nepal
Nicaragua
Niger
Nigeria

Oman

Pakistan

Panama

Papua New Guinea
Paraguay

Peru

Philippines

Qatar

Rwanda

Saint Kitts and Nevis
Saint Lucia

Saint Vincent
Samoa (Western)
Sao Tomé and Principe
Saudi Arabia
Senegal

Seychelles

Sierra Leone
Singapore

Solomon Islands
Somalia

South Africa

Sri Lanka

Sudan

Suriname

Swaziland

Syrian Arab Rep.
Tanzania, U. Rep. of
Thailand

Togo

Trinidad and Tobago
Tunisia

Turkey

Uganda

United Arab Emirates
Uruguay

Vanuatu

Venezuela

Viet Nam

Yemen

Zaire

Zambia

Zimbabwe

Industrial
couniries

Albania
Armenia
Australia
Austria
Azerbaijan
Belarus
Belgium
Bulgaria
Canada
Croatia
Czech Rep.
Denmark
Estonia
Finland
France
Georgia
Germany
Greece
Hungary
leeland
Ireland

Israel

Ttaly

Japan
Kazakstan
Kyrgyzstan
Latvia
Lithuania
Luxembourg
Macedonia, FYR
Malta
Moldova, Rep. of
Netherlands
New Zealand
Norway
Poland
Portugal
Romania
Russian Federation
Slovakia
Slovenia
Spain
Sweden
Switzerland
Tajikistan
Turkmenistan
Ukraine
United Kingdom
USA
Uzbekistan
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Countries in the regional aggregates

Latin Amierica,

Asia and the Pacific the Cartbbean and
Sub-Sabaran Africa Arab States and Oceanta North America Europe
DEVELOPING COUNTRIES

Angola Algeria East Asia Latin America Southern Europe
Benin Bahrain China and the Caribbean Cyprus
Botswana Djibouti Hong Kong Antigua and Barbuda Turkey
Burkina Faso Egypt Korea, Dem. People’s Argentina
Burundi Iraq Rep. of Bahamas INDUSTRIAL
Cameroon Jordan Korea, Rep. of Barbados COUNTRIES
Cape Verde Kuwait Mongolia Belize
Central African Rep. Lebanon Bolivia Eastern Europe and
Chad Libyan Arab Jamahiriya South-East Asia Brazil the Commonwealth of
Comoros Morocco and the Pacific Chile Independent States
Congo Oman Brunei Darussalam Colombia Albania
Cote d'Ivoire Qatar Cambodia Costa Rica Armenia
Equatorial Guinea Saudi Arabia Fiji Cuba Azerbaijan
Eritrea Somalia Indonesia Dominica Belarus
Ethiopia Sudan Lao People’s Dem. Rep. Dominican Rep. Bulgaria
Gabon Syrian Arab Rep. Malaysia Ecuador Croatia
Gambia Tunisia Myanmar El Salvador Czech Rep.
Ghana United Arab Emirates Papua New Guinea Grenada Estonia
Guinea Yemen Philippines Guatemala Georgia
Guinea-Bissau Samoa (Western) Guyana Hungary
Kenya Singapore Haiti Kazakstan
Lesotho Solomon Islands Honduras Kyrgyzstan
Liberia Thailand Jamaica Latvia
Madagascar Vanuatu Mexico Lithuania
Malawi Viet Nam Nicaragua Macedonia, FYR
Mali Panama Moldova, Rep. of
Mauritania South Asia Paraguay Poland
Mauritius Afghanistan Peru Romania
Mozambique Bangladesh Saint Kitts and Nevis Russian Federation
Namibia Bhutan Saint Lucia Slovakia
Niger India Saint Vincent Slovenia
Nigeria Iran, Islamic Rep. of Suriname Tajikistan
Rwanda Maldives Trinidad and Tobago Turkmenistan
Sao Tomé and Principe Nepal Uruguay Ukraine
Senegal Pakistan Venezuela Uzbekistan
Seychelles Sri Lanka
Sierra Leone Western and
South Africa INDUSTRIAL COUNTRIES Southern Europe
Swaziland A”‘“f‘a
Tanzania, U. Rep. of Australia North America Belgium
Togo Israel Canada anmark
Uganda Japan USA Finland
Zaire New Zealand France
Zambia Germany
Zimbabwe Greece

Ieeland

Ireland

Tealy

Luxembourg

Malia

Netherlands

Norway

Portugal

Spain

Sweden
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Other aggregates

European Unton

Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland

Ttaly
Luxembourg
Netherlands
Portugal
Spain
Sweden
United Kingdom

QECD Nordic countries

Australia Denmark
Austria Finland
Belgium Iceland
Canada Norway
Czech Rep. Sweden
Denmark

Finland

France

Germany

Greece

Hungary

Ieeland

Ireland

Ttaly

Japan

Luxembourg

Mexico

Netherlands

New Zealand

Norway

Poland

Portugal

Spain

Sweden

Switzerland

Turkey

United Kingdom

USA
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245








