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AUTHOR'’S PREFACE/PERSONAL NOTE

Almost four decades ago, the late Mr M. L. Qures¥ip took
over the reins of the re-incarnated Pakistan litstibf Development
Economics in Islamabad, requested the Senior Fslltwhelp him
reinvigorate the research activities of the newitute, which had been
adversely affected by the heavy depletion of itaffssince an
overwhelming number of those who were working inrathi had
either chosen to opt to go to Dhaka, or had resigrea service or had
been taken as POWs after the fall of Dhaka. He cagleeh Senior
Fellow to undertake a research project, eitherviddally or in
collaboration of the meager staff available atltigitute. As one of the
newly-inducted Senior Fellows, | offered to undketa study on Mass
Poverty in Pakistan, whose preliminary findings evgrublished in
PDR [Naseem (1973)].

Dr Rashid Amjad, currently the Vice-Chancellor, whas been
keen to highlight the work of PIDE done in the p&sts been insistent
in persuading me to write a review monograph onwoek done at
PIDE and published in thEDR on poverty since that paper. | have
been both flattered and humbled by his offer angelaccepted it after
considerable hesitation and trepidation, which steh largely from
the fact that | had not myself been very activpanerty research for a
considerable period and, to a large extent, wasruitifir with the
voluminous literature that had been produced on ghiject, both
within and outside the PIDE—some of very high teéchh and
analytical value. The fascination of revisiting thebject and looking at
it more closely once again, despite my considerathiyinished
capacity to do so, tilted the balance in favour amfcepting the
challenge.

It was indeed fortuitous that my 1973 article whs first in
Pakistan to address systematically the issue ofnypand can humbly
claim a small credit for having helped put it, kalggby default, on the
map of Pakistan’s development agenda. Someone veeutdinly have
taken it up, sooner or later. The immense intdtegtpoverty generated
in the 1970s — both in Pakistan and outside — washnrmore the result
of the address to the Board of Governors of the ldvBank Group,
Nairobi, Kenya, in September 24, 1973 of its then Presjdbmt
Robert McNamara, in which he declared, “The basioblgm of
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poverty and growth in the developing world can tagesl very simply.

The growth is not equitably reaching the poor. Ahd poor are not
significantly contributing to growth”. That landnkastatement not only
set forth the stage for an unceasing flood of fogdicross the world to
study poverty in all its facets and in all parts the world. The

illustrious US Defence Secretary, who unsuccessfiéd the war

against Viet Nam, was drafted to lead the much driggar against
world poverty. But despite the billions of dollggeured into it during

the last four decades, the successful end of tlzatisv much more
elusive than the military victory in a remote paftSoutheast Asia that
he chased in the 1960s.

The study is divided into four major sections. Tiist tries to
put in a political economy perspective the emergeat interest in
poverty studies in Pakistan in the early 1970sha tvake of the
unraveling of Ayub Khan's Decade of Developmentt tblimately
resulted in the creation of the independent statBamgladesh. The
event became the starting point of a new discoomsihe economy and
polity of the remnant state of Pakistan, relatingcbncerns about
poverty and human development, which had been widmed by
the overarching regional divide.

The second section deals with the qualitative eiaiu of
poverty studies from number-crunching exercisesdétermine the
number of people lying below the poverty line, ded on some
arbitrary basis, to greater sophistication in measent and analysis.
The third section discusses the broadening of lteenatic content of
poverty studies, such as geographical, income aodupational
distribution, measurement issues, food povertycstiral adjustment,
trade liberalisation, capital flows and remittancscial safety nets and
emerging policy issues. The final section lookthatefforts to translate
poverty studies into anti-poverty programmes, a$l &g the likely
future directions in which poverty studies on Ptdsare likely to
move.

Although much of the work included for review inigh
monograph is based on the work initiated, commissioor conducted
at the PIDE and published PDR (especially in the volumes devoted
to the Papers and Proceedings of the PSDE—Volumesikce the
early 1980s), a sizeable—and an increasingly inambr-volume of
research and publications have been undertakenthgr mstitutions,
especially the Government and international orgdities (such as the
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World Bank and academic research institutions), ctvhdeserved
inclusion. The purpose of this monograph is notpgynto highlight the
internal research of PIDE on poverty or on the papeblished irPDR
or other allied publications, but to present aregnated view of the
research published on the subject and the diffedieictions it has
undertaken and continues to open for the interoctedediscourse on
poverty and development since the 1970s.

In order to put some limits on the coverage ofwthst amount of
literature produced in the area, | have tried twveyionly a selection of
articles and research material that have touchethermajor themes
relating to the incidence, causes and alleviativeg@mmmes and
policies on poverty in Pakistan during the lastrfdacades. Inevitably,
it is quite possible that some important issuesrasdarches may have
been unwittingly excluded—Ilikewise, some issues anitles may
have received undue salience—for which the authgresses his
sincere regrets.

S. M. Naseem

(vii)



. ORIGIN, EVOLUTION AND FUTURE DIRECTIONS

1. Genesis

In PIDE’s earlier phasehe focus of the studies conducted at the

PIDE (then IDE) as well as the articles publishedt$ journal, The
Pakistan Development Revi¢RDR), reflected the prevailing thinking
on development economics and the strategy of dpwedat adopted
during the Second Five Year PlarAs a result, the predominant
development discourse was about growth and powdidtyiot figure as
an issue of great public concern until the 19708t became
increasingly important in later decades.

Table 1
Growth and Poverty Studies, published by PIDE dyufif57-2010
Topics 1960- 1971-  1981-  1960-
1970 1980 2010 2010
1 Growth 6 5 71 82
2 Development 7 5 38 50
3 Development Strategies 0 2 5 07
4 Planning 20 6 20 46
5 Foreign Trade 6 7 18 31
6 Income Distribution 6 10 23 39
7 Poverty 0 11 99 110
8 Other Social Issues 1 2 11 14
All 46 48 285 379

Poverty Studies/All Issues  (0%) (23%) (34.7%) (29%)
Source:PIDE research staff.

! borrow the phrase from the subtitle of A. R. Kisaklonograph [Khan (2008)]
PIDE’s Contribution to Development Thinking: Therlgx Phase History of PIDE
Series 2, 2008.

2This thinking was best articulated in Dr MahbubHaq’s seminal book [Hag
(1963)]. Dr Haq more than redeemed himself in &isrl professional career by not only
renouncing his allegiance to the growth mantra, &#isb by championing the new
concept, index and strategy of human development.



This was the period in which “growthmanship” wag ttuling
development paradigm and Pakistan was being shewdcas the role
model of that paradigm. However, towards the enttisfinitial period,
there began to be felt ominous stirrings of disenhwith the adopted
development strategy. These were manifested iyitialthe discontent
in East Pakistan which whose economic growth wastively
neglected by the development planners. Althoughethere economic
reasons for the slower growth of East Pakistan, rigdative
backwardness, lower per capita income and vulnisalid national
disasters exacerbated the differences betweenaBds¥West Pakistan.
While purely economic factors may have justified thadequate focus
on East Pakistan, human and political factors edgm favour of a
more proactive approach towards its development.fatt, however,
many political factors, including the relativelywoshare of East
Pakistan in the governing elite, the cultural anghtsl distance
between the two geographical units of Pakistanitatéld against any
deliberate action to minimise or reduce the extehtdisparities
between the two regions.

The question of trade off between equity and grofivit arose
in the Pakistani context in relation to the unedewelopment of the
two regions. By 1968, this discontent in East Rakishad assumed a
significant political momentum, which along withethdissatisfaction
against the Ayub Khan's military regime and the syeace of a
populist movement in West Pakistan led by Mr Zw@ficAli Bhutto’s
Pakistan Peoples Party (PPP), contributed to the afnthe Ayub
regime and the demise of the development paradigat placed
growth, rather than equity as its central focus.

In the aftermath of the fall of the Ayub regimeteation began
to be focused on issues of income distribution, leyment and
poverty reduction. Much of the earlier interesthe subject was from
the point of view of the inter-regional (East-Wédkistan) or inter-
sectoral (agricultural-industrial) balance. The dogoint of these
studies were political or economic groups congistiha congregation
of broadly homogeneous groups, as the purpose wasstudy
differences between such groups, rather than thhinvthem.

Some studies on income distribution had alreadgquted the
debate on the growth vs. equity and disparitiee@ional and sectoral
development. There was a study by the Norwegidisstal economist
Asbjorn Bergan in 1967 published ®DR and a more limited study on
the measurement of inequality in urban personalrime distribution by
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Khadija Haq in 1964 [Bergan (1967) and Haq (1964hother study
by Taufig Khan and S. R. Bose conducted at PIDES68 focused on
sources of income and levels of living of agrictdiupopulation along
with A. R. Khan's study on Real Wages of industnedrkers also
highlighted the downside of the growth oriented elepment strategy
in the 1960s [see Khan and Bose (1968) and Kha#i7(]1.9

These studies, as well as the shifting focus ofdéeclopment
debate from growth to poverty, prompted the preseuathor to
undertake the first major academic study on povigrtakistan. Not
surprisingly, the study generated considerableréste giving rise to a
plethora of subsequent studies on poverty in Pakistome building up
and others vastly improving on the methodology hed tnodest first
effort. These studies are analysed in the followdegtion relating to
methodological, thematic and policy issues and rthgipact on
development strategy in Pakistan.

2. Historical Evolution

A basic critique of much of the published work coverty in
Pakistan two decades ago, was that it has becdmanaber-crunching
exercise (or an industry)”, with little regard teetsophistication of the
analysis and the richness of their substantiveesdhtFortunately, this
shortcoming has been remedied in the more recediest that tend to
offer more qualitative and analytical explanati@msl interpretatioris
Most of the work on poverty in the earlier yearsswhaased on
estimating the extent, incidence and configuratoh poverty in
Pakistan, and only after the late 1980s has theodise adopted a more
holistic—often, a political economy approach.

Poverty studies during the last four decades hawves ghrough
at least four evolutionary—and still continuing pea—which and can
be classified into succeeding generations. Theyadiyoreflect the
political economy concerns of successive periodsugh not
necessarily motivated by them. The first genematighich include the

S7aidi (1999) provides a very useful and painstakihgmb-nail sketches of
poverty studies undertaken in Pakistan, with taimefotations. This has greatly helped me
in covering the first quarter century of povertydies, spanning from 1973 to 1999.

“Although it is impossible to provide an exhaustlig of such studies, it is
appropriate to mention some of the institutionsjdbes the PIDE, which have been active
in carrying out high quality quantitative and ohsgional research, since the 1990s.
These include the SDPI, SPDC, CRPRID (2001-10),eCiVve for Social Science
Research (CSSR).
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first four or five studies conducted in the 197@sNmseem (1973 and
1977), Alauddin (1975), Mujahid and Hussain (198@re situated in
the period of Ayub Khan's high, but inegalitariarogth period (1960—
68) and the populist, statist development of thaitBhperiod (1972—
79), focused mainly on the poverty and distributivepact of the
development strategies followed under the two @sting regimes.
Naseem (1977) himself extended his work, in threectons. Firstly,
he extended the poverty estimates by two additigmadrs as did
Alauddin (1975) earlier. Secondly, and much morganantly, he
derived for the first time, poverty lines basedtbe extent to which
standard calorific requirements of 2100 calorieshmad per day were
met (he us used 95 percent, 92 percent and 90mesdenchmarks).
Thirdly, Naseem (1977), used the Census of Agticaltdata for
various years to link landlessness with poverty tinderive estimates
of poverty among various tenurial classes, vizdless, tenants, tenant-
cum-owners and owners.

Naseem’s (1973) paper begins with a review of swiddn
income distribution and employment growth, whichrevalso at that
time, relatively few. Given the limitations of datwvailable in the
1960s, most of these studies revealed: (a) thatanurincome
distribution was far more skewed than rural incand (b) while there
was a decline in inequality in the rural areasreimained largely
unchanged in the urban areas. As a result, ovieime inequality in
Pakistan was observed to be declining, a findingchvinan counter to
the intuitive perceptions regarding the outcome Ayfub Khan's
Decade of Development. These findings on incons&ridution were
questioned because of serious under-reportingciomes of the rich.

Naseem’s analysis (1973) about trends in ruralahéein income
suggest that rural income per capita was lowerhi ¢arly 1960s
compared to 1950-51, after which there was a steiadyon account of
the Green Revolution in agriculture. Urban per tapncome from
1950 to the end of the sixties shows a more or $tsady rise, and
urban per capita income was found to be signifigamnigher than rural
per capita income. To measure the incidence of ppgvéhe author

®As is the case with all new studies on any subaseem’s study was criticised
by several authors, including Mujahid (1978) andsshin (1988) and several others, for
its many deficiencies. These critiques are disaissthe section on methodology.

®Income distribution data for the urban areas isllgiased on data on income-
tax (from which the agricultural sector is exempihich covers less than 10 percent of
the population.
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constructs a poverty line based on per capita ekpep that fails to
satisfy the minimum needs of an average individ&stimates based
on constructed poverty lines show a varying trendrdral poverty
depending on the threshold level of the povertg.liNaseem (1973)’s
results for the higher poverty line (Rs 25 per rhomder capita) @
1959-60 prices show a substantial increase in timaber of people
below the poverty line—rising from 23.46 million ®63-64 to 26.51
million in 1969-70, with the rural poverty in terroé percentage below
the poverty line remaining relatively stable atwuard 60 percent during
the period. Looking at urban poverty, regardlesshefuse of poverty
line—high or low—there is a marked decrease in mrig@verty,
although the results are sensitive to the choigeowkrty line, showing
in one case, that although the proportion of paouiban areas has
declined, results show that the concentration obmne in urban areas
has also worsened, their absolute numbers actimtheased. (It is
well-known that the estimates for poverty incideace highly sensitive
to variations in the poverty line.) Moreover, rikswshowed that the
concentration of income in urban areas had alsceved.

The poverty studies following the formative periotl 1970s,
conducted largely during the 1980s, took place imeav political
setting in which General Zia ul Haq's military reg tried to counter
the populist policies of the regime of Mr Z. A. Bty the leader of the
PPP whom he had over-thrown. Although Zia justifiesi own rule by
ostensibly pursuing Islamic economic policies, teeonomy was
managed largely with the technical advice and fangrsupport of the
United States and international financial instdof. Pakistan’s
participation in the first Afghan war also brougdizeable inflow of
foreign assistance to boost the economy, whichpeaty offset by the
expenses on the massive inflow of Afghan refug@éshe same time
the economy also benefited greatly from the remits from
expatriate Pakistanis working in the Gulf regionlidaing the
construction boom in the wake of the oil boom eigrezed by that
region. As a result the economic growth during th@80s was
significantly higher than that in the 1970s andoiaably compared
with that in the 1960s.

A significant study in that period was that of Mal{1988).
While confirming the earlier results that poverparticularly in rural
areas increased significantly in the 1960s butided!thereafter until
1984-85. The explanations for the observed degditiand in poverty,
according to this study, included growth in per itapincome,
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remittances from the Gulf in 1970s and the contiiims from Zakat

and Ushr. The increase in poverty reduction duting period was

more pronounced in the urban rather than in thal mneas. Changes in
the agriculture sector during the 1960s, such ashamasation and
labour displacement and eviction of tenants, caetih to be

responsible for the increase in rural poverty. Ténersal and lack of
implementation of land reforms and tenancy legistet introduced

during the Bhutto period were also blamed for theréase in rural

poverty. Considerable research—some of it poliyemispired by the

Government—was undertaken during this period onpitespects of

poverty reduction through the zakat and ushr system

A more significant contribution to the study on pay during
the 1980s was on methodological issues in which BElgelawn,
formerly associated with QAU Islamabad and latethwhe AERC at
University of Karachi took a leading part [Ercelawid988b)].
Ercelawn’s main contributions on the role of adequautrition as a
means of alleviating poverty and the regional défees in poverty
arising out of this factor estimating both food axpenditure norm.
He defined the poor households for which availatdsources are
below those necessary to obtain the required ealimtiake through
prevailing dietary patterns. Ercelawn’s focus onritianal aspects of
poverty evoked considerable interest and furthegaech on the subject
of food poverty. One of the interesting paperdhis airea by a group of
young researchers at PIDE also experimented witteneneasures of
poverty, other than the head count ratio [Mahmaatdal (1991)]. It
also focused on institutional factors, such as ébakl size, access to
education in determining nutritional adequacy. @tentributors in the
debate on the methodology of estimating povertidemce and income
distribution during this period were Ehtisham Ahmadd a number of
scholars from the Netherlands.

With the restoration of democracy in 1988, follogithe demise
of Gen. Zia ul Haq in an air crash, the focus ofedepment policy
shifted to improving macroeconomic management. &lgpthe period
also coincided with the demise of the Soviet Uraod the paradigm of
central planning in developing countries. Trade afidancial
liberalisation, along with foreign aid inflows amdmittances—rather
than domestic resource mobilisation—came to be gied as the
driving force of economic development. With the Magton

"Their contributions are discussed in some detahéMethodology section.
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Consensus in its prime, poverty alleviation alsokta back seat for a
while. However, it soon dawned on developmentgyotircles that

growth and poverty alleviation could not be divatcén this changed
policy environment, the focus of poverty studiesiftel to the

examination of the impact of macroeconomic poli@esd a liberalised
trade and capital flows regime on poverty allewiatiFilho (2010)].

One of the seminal papers in this period was taRashid
Amjad and A. R. Kemal (later became Vice-Chancedlod Director
of PIDE) [Amjad and Kemal, (1997)]. In that papédretauthors
constructed a consistent series of poverty estisnétem 1963 to
1993 and also looked at trends in human developrimatitators.
Along with trends in poverty incidence they alscedstrends in
economic growth and key policy interventions. Thegncluded,
with the usual caveat about data availability andnoeptual
problems, that a growing level of per capita incoare flow of
remittances were the most important factors whi@veh helped
explain the changes in levels of poverty in thertoy real wages
and agricultural productivity also have had a digant effect on
the reduction of poverty until the late 1980s.

The authors also looked at the causes of the palgetturn of
poverty in Pakistan in the late 1980s and early0$39-a period
coincidental with the first post-Zia ul Hag demdararegime in
Pakistan. The debate on the return of poverty tasimn was reignited
in 1995 by Mr. Shahid Javed Burki in an addresa aéminar held by
the PIDE and published as a monograph [Burki, (}J09%e address,
coincidentally, was made by Mr. Burki while he v&zsving as a senior
executive in the World Bank and Ms. Bhutto was seyher second
term as the Prime Minister. Zaidi (1999a) and 8dy€1996) have
examined the political economy aspects of the fretwf poverty to
Pakistan” syndrome during the post-1995 period. M5. Arif also
examined the impact of the reported rise in povartthe late 1990s
[Arif (2000)].

II. CORE ISSUES OF POVERTY DISCOURSE

1. Evolving Conceptual Paradigms

A major focus of all poverty studies has been te kew the
incidence of poverty (in any given metric) has ahover time. This
stemmed largely from the dissatisfaction with thest commonly-
used indicator of well-being and economic progres nation had
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heretofore been GDP per capita (in constant pric&s)which most
countries had developed time series going at Es&r back as the end
of the second world war. However, while the conageptbase and
methodology of measuring GDP per capita becameyfieatablished
and institutionalised, it was much more difficidtdo so for poverty—
whose measurement depended on a number of dis@stichoices on
which it was not easy to reach agreement amonggsafnals, much
less the policy makers. International comparisarich posed serious
challenges even for per capita comparisons, nostatiding the
commendable efforts by reputed academic and irtierrad institutions
to produce Purchasing Power Parity (PPP) estimptesed even more
formidable in case of similar comparisons of poyedtimates. The $1-
$2 per capita per day as the measure for an irttenad poverty line
used by the World Bank, while arousing public iatgrin the plight of
the poor, may have done more harm than good tprbspects of the
poor [Pritchett (2003)].

A basic problem confronting all researchers is howdefine
poverty and whom to include in the category ofpber. Traditionally,
poverty is defined in terms of some measure of rageincome
considered adequate for subsistence. However, iacommonetary
terms may not be an adequate measurement of kkanditions of poor
populations. Besides the known problems with theasueement of
household income, there is often a significant amha@fi non-monetary
transactions, out-of-the-market transfers, acoegsublic services and
production for self-consumption which may becomerenomportant
than straightforward income, as measured in stahdausehold
surveys.

Until recently, much of the work on poverty measoeat had
been centred around the concept of income (or copsan) poverty.
Admittedly, this is a rather narrow concept and -doet capture the
multi-dimensionality of the poverty syndrome. Howevonce one tries
to move towards a more comprehensive treatmenbedny, both the
conceptual and measurement problems become maredfdsle and
the tension between satisfactory conceptualisataord accurate
measurement tends to incredse.

8For a comprehensive review of the evolution of emtoal and estimation
issues relating to poverty measurement, see Nag&B89), on which this section is
partly based.
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Poverty is a contextually conditioned concept. Asften has
geographical and cultural dimensions. Cultures varyhe way they
value specific conditions, like clothing and livistandards, access to
education for women, exposure to violence, or acces public
transportation, public health and public justiceneTissue here is
whether some of these “cultural variations” shdoddtaken as such, or
measured against some “objective” (and often vidaded) standard.
In recent years the poverty concept has evolvediderably further in
the direction of a more holistic approach and eribga many non-
economic dimensions.

The theoretical work of Amartya Sen, the 1998 Ndlmireate,
who had earlier contributed the notion of food #ewient, or access,
emphasised that income was only valuable in sadat increased the
capabilitiesof individuals and thereby permittéanctioningin society.
Sen’s ‘capabilities framework’ argues that povastyhe lack of certain
basic capabilities, such as avoiding hunger aiiggréicy, rather than
lack of adequate incomes [Sen (1981)]. While Sexejgis the value of
growth of incomes as an element in measuring devedmt, he says
that there is much more at stake. The relevanceaafme is not in
income per se but in the access it can providenwesof the vital needs
of life. In this category Sen lists needs like “lleaor education, or
social equality, or self-respect, or freedom froatial harassment *“
[Sen (1983)]. This view makes Sen move from theceph of income
to the concept of entitlement, i.e. whether a persas entitlement or
access to some of the vital things s/he needsdhaage for income or
otherwise (e.g. by social right). This includes thestion whether the
thing in question is physically available at alf fihe person to buy
(school for education or hospital for health sezyias well as whether
the social system grants one the rights and théty|ad life that one
needs for a humane existence. In thus conceivingldpment Sen
views entitlement as a complex notion that cancataibe reflected by
“one real number,” such as the GNP per capita.

Many of Sen’s ideas were incorporated and operalied in
the UNDP’s Human Development Reports, which weitaied under
the direction of the late Dr Mahbubul Haq. Sen aters, who
collaborated to produce the Reports developed afiitkd the idea of a
Human Development Index (HDI), which despite itsnanalytical
shortcomings, has continued to serve as an alteenaystem of
ranking of countries in terms of ‘the denial of oppnities and
choices’ to lead a long, healthy, creative life andenjoy a decent
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standard of living, freedom, dignity, self-esteemd ahe respect of
others.

Many others have contributed to broadening the ephof
poverty to include wider human and social conceArsong others,
Peter Townsend, in particular, helped redefine ggyveiot just as a
failure to meet minimum nutrition or subsistenceels, but also rather
as a failure to keep up with the standards prevatea given society,
later giving rise to right-based approaches to pgveand
development. Robert Chambers’ work on powerlessness and isalati
helped to inspire greater attention to participatdevelopment in
which Anisur Rahman and Dharam Ghai of ILO madeng@sing
contributions [Rahman (1984)]. It is now widely ognised that
broadly participatory processes (such as “voicepermess, and
transparency) promote truly successful long-termvettgpment,
including poverty alleviation [Stiglitz (1999)].

A new interest in vulnerability, and its countetpagconomic
security, associated with better understandingeasanality and of the
increasing incidence of natural disasters, notalbught, floods and
earthquakes, as well as to external shocks andtstal adjustment
policies pointed to the need for social safety iagid the importance of
assets as buffers, and also to social relatiomsn(tbral economy, social
capital). It led to new work on coping strategies.

A broadening of the concept of poverty to a widenstruct,
livelihood, was adopted by the Brundtland Commissimn
Sustainability and the Environment, which popukdisthe term
sustainable development. Finally, the last two desa were
characterised by a rapid increase in the studyentlgr. The debate has
moved from a focus on women alone (women in devetog (WID),
to wider gender relations (gender and developm&#RLD). Policies
followed to empower women and find ways to undeigitonomy, or
agency. Here also Sen’s work on the “missing womeandl intra-
household distribution of expenditure has been ityential.

Given the close relationship between growth andepgy the
concept of pro-poor growth, which implies that tpeor receive
proportionally greater benefits of growth than thenpoor [Kakwani
and Son (2003)], became the next step in the doalutf poverty

°In the evolution of these ideas, the UN’s UniverBaiclaration of Human
Rights (1948) and the Declaration on the Right eav&opment (1986), played a strong
catalytic role.
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studies. In 2003, the United Nations DevelopmeongRrmme (UNDP)
and PIDE organised a seminar on pro-poor growtftigs| focusing on
the magnitude of poverty, the poverty reductioatsigy outlined in the
PRSP, and pro-poor growth policies [PIDE/UNDP (2008 2004,
Professor Kakwani delivered a lecture at the Anf@hference of the
Pakistan Society of Development Economists heli$laamabad on the
concept and measurement of pro-poor growth. He epted
guantitative evidence on pro-poor growth from KofEaailand and
Vietham based on [Kakwani, Khandker, and Son (200R)e paper
argues that the usual argument of trickle-downoé$feof growth for
poverty reduction may be valid, but its impact engrally very slow
[Dollar and Kraay (2002)]. To ensure a faster paxe poverty
reduction, the reliance on trickle down has todq@aced by the idea of
pro-poor growth. Apart from the growth rate, theusture orquality of
growth is crucial to poverty reduction efforts. Rroor growth calls for
enhancing growth that goes beyond the idea of l&idlwn
development. Kakwani, Khandker and Son (2003) nmeapuo-poor
growth in Korea and Thailand, showing that both ritdas enjoyed
high economic growth in the 1990s prior to the Easian financial
crisis. Nevertheless, Korean economic growth geedrproportionally
greater benefits to the poor than to the nonpobilewl hai economic
growth benefited the nonpoor disproportionatelye Thal question for
Pakistan is how growth can be made pro-poor. Kakwdmandker and
Son (2003) point out that the lower initial levels income and the
higher the initial degree of inequality, the hardewill be for growth to
lift people out of poverty®

2. Competing Poverty Narratives

The most commonly used standard for the measuremient
income or consumption related poverty, involveualalting a poverty
line (based on some minimum acceptable level oksamption) and
estimating the proportion of population below tliae. Until 2001,
when Pakistan’s Planning Commission decided tobéstaan official
poverty line(OPL)!* there was no uniform methodology for estimating

OThis lecture was based on a paper written by Kakaad Son (2003).

"The Planning Commission decided that the officialepty line for Pakistan will be
estimated on 2350 calories per adult equivalentiggr This is based on an adult equivalent
intake of 2150 calories in the urban areas and 2dl0ies in the rural areas. The poverty line
for Pakistan for FY1999 on this basis has beemeigfat Rs 670 per capita per month.
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poverty and individual researchers’ estimates dacensiderably, both
in the methodology and results of estimates ofepigvin the country.
Although the statistical base of most studies heesnbthe Household
Income and Expenditure Survey (HIES) data set—preduontinually
by the Federal Bureau of Statistics (FBS) since 9641 and with
greater frequency in the 1998sthe variations in the empirical results
have stemmed from both differences in the methddata processing
and in the operational definition of poverty. Withe adoption of the
OPL, it was expected that controversies about ppwestimates, would
tend to diminish. Unfortunately, this has not hapakand the official
estimates have been questioned, both from wittkenGbvernment and
outside.

While there is no consensus on the precise levpbeérty in the
country at any given time, there is greater agreg¢mith regard to the
trends in poverty since the 1960s. The last fowades of the previous
century—from 1960s to 1990s—can be grouped intolivead periods
with respect to poverty trends. The first periodfism FY1964 to
FY1988, while the second covers the years from B81® FY1999
(the last year of the period for which data is klde). During the first
period, poverty declined in the urban areas until%70, but increased
in the rural areas leading to an increase in olvgraverty in the
country. Subsequently, between FY1970 and FY198&y declined
in both rural and urban areas. A number of factoidpding the green
revolution, increase in employment due to a boorth@éhousing and
construction sectors, as well as rapid expansiothefpublic sector,
and the inflow of workers’ remittances from the Mie East
contributed to poverty reduction during this period

During the second period, FY1988 to FY1999—a period
corresponding to the interregnum between two exadngeriods of
military rules—results from various studies indeahat the incidence
of poverty increased from 22—-26 percent in FY199B2-35 percent
in FY1999. As mentioned earlier, most of the inseem poverty in this
period seems to have taken place between FY1997Fa1i1®99, a
period of slow growth and macroeconomic instabilityPakistan. After
FY1999, growth slowed down even further, the fisca@ueeze

2n 1991, FBS started the Pakistan Integrated HalgelSurvey (PIHS)
incorporating a broader range of variables inclgdiducation, health, fertility and family
planning, and water supply and sanitation. From $@lthe PIHS and the HIES surveys
have been combined.
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intensified, development spending declined, and tbeuntry
experienced a severe drought. All these factonstributed to a rise in
poverty during the period.

3. Unraveling Poverty Puzzles

Ever since poverty became a major focus of devetopm
research and policy orientation, the estimatesoofpy incidence have
been used by the protagonists of different persuaasin support of
their respective view points. Even before 2001, gheerty incidence
estimates derived from HIES and different calorsdd poverty lines
were used to judge the performance of successivergments in the
period of considerable political instability in th®90s. During Zia-ul-
Haqg's period (1977-1988), there was relativelylditiebate on the
regime’s economic performance, which on the whaodes wonsiderably
better than in the Bhutto period (1971-1977) wit&@P growth rate
of 6.6 percent and 4.9 percent respectively. Tighen growth rate in
the Zia period was largely due to heavy foreign aitlows and
remittances. “Rapid growth, widespread prosperity gelatively stable
prices made the Zia period appear to be an eralifcpl stability in
Pakistan” [Hassan (1998)]. However, the positivewgh performance
in the period was not taken advantage of by themedo bring about
needed structural changes in the economic and| sadtors.

Zia's pro-poor policies consisted largely of thérdwoluction of
Zakat and Ushr as the core of the social safety thett were needed to
protect the vulnerable group with income below plozerty line. The
rapid rise in workers’ remittances, whose main fieries during the
period were the relatively poor families both irethural and urban
areas. Although both these factors, along with hitgdhn GDP growth
rate, must have had some positive effect in thaatah of poverty, its
reported decline to below 20 percent by the end 980 cast some
doubt on the poverty figures for that period.

The 1990s, which were marked by considerable paliti
instability, witnessed a slowing down of the rateeconomic growth, a
sharp acceleration in inflation and evidence of seoing income
distribution. Under the influence of the IMF ancktWorld Bank, the
governments were forced to introduce major striattregforms such as
trade policy liberalisation, financial sector refw, privatisation,
attracting new FDI flows, especially in the energgctor and the
introduction of a heavily-foreign-funded Social Awt Programme
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(SAP), which ended after a decade’s inglorious qyerhnce. These
reforms, which were rather half-heartedly owned anglemented by
the Government, were accompanied by rather stociditionalities
under the Structural Adjustment Programmes, whosedem fell
largely on the poor. Although the evidence on thepact of these
programmes on the incidence of poverty was notlosie, it did raise
considerable concerns to direct attention of pupbticy towards the
measurement and impact of poverty incidence.

The World Bank took a leading role in organisingexies of
studies on poverty in Pakistan during the early0k9pNorld Bank,
(1995)]. While the World Bank study arrived at ansinlerably higher
figure of poverty incidence in 1988 which showsittthe poverty
incidence had fallen by 1995. The World Bank studised several
guestions about the methodology of estimation ofepty line and the
estimation of poverty incidence from available data

4. The Post-2000 Scenario

After almost three decades of unofficial efforts estimate
poverty incidence and with considerable proddind &nancial help
from the international community, the Governmentakened to the
need of making available reliable estimates of pgvever time, in
order to ensure comparability of poverty estimate®r time and
facilitate global comparability’ The task of measuring poverty and
conducting the analysis was assigned to the CdatrdResearch in
Poverty and Income Distribution (CRPRID), an autoonos centre
within the Planning Commission, funded by UNDP, ethiafter a
number of changes in its acronym, was dissolved?0i0. The
Planning Commission, after due deliberation andsattation, notified
in 2002 the official poverty line (OPL), which whased on a threshold
caloric intake requirement of 2350 calories perltadguivalent per
day. This dietary intake requirement of 2350 caletranslated through
the Engel curve relationship into a poverty lineRsf 673 per capita per
month in 1998-99 prices and was to be updated &Yt for the year
in which the HIES/PSLM was conducted. This povdittg in caloric
terms was broadly consistent with those used byieeastudies,

3Among the motivations for the Pervez Musharraf-&aaAziz Government's
resurgent interest in poverty alleviation was tirkihg of foreign aid to poverty
alleviation by the IMF and World Bank.
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although considerably higher than Naseem’s (197®) Brcelawn’s
(1988) in adult equivalent terms.

Recently, in a déja vu of earlier controversiegr¢hhas been a
heated debate on the poverty estimates comparigitihation before
and after the 2008 elections and the end of thehstuaf regime. The
Planning Commission’s estimates based on this metbgy showed
that poverty had increased from 30.6 percent irBi9®to 32.1 percent
in 2000-01. The CRPRID re-estimated the povertjdierce for 2000-
01 on the basis of a revised methodology as 34€ept Its estimates
for 2004-05 showed that poverty incidence had dedlito 23.9
percent, indicating a ten percentage point redndtiopoverty during
the first five years of Musharraf regime. In orderconfirm the rather
sharp decline in the reported poverty figures,Rlenning Commission
hired the services of Professor Nanak Kakwani o$tfalia for a third
party validation of the Centre’s estimates. Prededakwani validated
the estimates for 2000-01 and 2004-05 as well adigures for 2005-
06 which indicated a marginal decline to 22.3 petrckom 23.9
percent in the previous year. The World Bank wae @vited by the
government to validate the estimates and in its 12898 report, the
Bank endorsed the CRPID/Planning Commission estisnaflhe
CRPRID also estimated poverty incidence for 2001689 the HIES
of that year and found that the number of peoplevb¢éhe poverty line
had declined by more than five percentage poit2opercent in 2007-
08 compared to figures in 2005-06.

The figure of 17.2 percent for 2007-08, the lasaryef the
Musharraf regime also raised political eyebrowse Tiew civilian
government, elected in February 2008, asked thed\Rank to send
their expert to validate the estimates of the Gerdas on the previous
occasion. The World Bank team again endorsed theRIB estimates
by replicating the results from raw data of PSLMO2@8 which,
surprisingly gave exactly the same poverty estiméi&.15 percent for
national, 10.1 percent for urban and 20.6 peroantural areas) as the
results from HIES.

By using the Pakistan Social and Living Standarésastirement
Survey (PSLM) for the year 2007-08, CPRSPD estichgtaverty for
2007-08. They found that the number of people tjvinelow the
poverty line declined from 22.3 percent in 2005t0617.2 percent in
2007-08. Both rural and urban poverty also registateclines from 27
percent to 20.6 percent and 13.1 percent to 10rdepg respectively



16

during the period. These results were presentedhéo planning
commission in March 2009—one year after the newegawient took
charge of state of affairs, causing it some pubdiations unease in
accepting that poverty had declined so rapidly rturihe Musharraf
years.

The Planning Commission demurred at these resotisaaked
for their validation by the World Bank. The WorldaBk assigned two
experts, Nobu Yoshida and Tomayuki Sho, to undertak validation
exercise, who presented their findings to the Rtpn€ommission on
May 29, 2009, endorsing the CPRSPD estimates atmihmmending
their official release by the Government.

While the Government balked, World Bank releasedsé¢h
poverty numbers through its report titled “CountBartnership
Strategy” [World Bank (2010)], dated July 30, 20Tbe Report stated
that “Pakistan saw an impressive decline in povdtging 2001-02 to
2007-08; the share of the population living in ptyehalved, down
from 34.5 percent in 2001-02 to 17.2 percent in7208. Both urban
and rural areas saw significant reductions.” Th@dReattributed the
decline in poverty to the “growth in real per adabnsumption
expenditures and declining inequality during 20@85-2007-08. Key
human development indicators of educational attaimm health
outcomes and unemployment rates corroborate threselst through
2007-08".

In contrast, the Panel of Economists headed by BfizHA.
Pasha, had found in April 2008 that 35 to 40 petceh the
population was living below the poverty line in 2008—up from
22.3 percent in 2005-06. The estimates were bagegreliminary
data for 2007-08.

As a result of all this controversy, the Parliameatled the
Deputy Chairman, Planning Commission, Dr NadeemHdtue, to
explain his position over a reported statement iby in which he had
seriously questioned the official poverty figurd<2607-08'* Eminent
economists like Dr Akmal Hussain of Beaconhouse iddat
University, Dr Ali Cheema of LUMS, and former Gower State Bank,

Mt is interesting to observe that a similar contmmy on poverty estimates
recently surfaced in India, where the Supreme Cawmimoned the Deputy Chairman of
the Indian Planning Commission, Dr Mantek Ahluwaléso formerly of the World
Bank, to explain the extremely low figures of pdydine used by the Indian Planning
Commission to estimate the incidence of povertpndia.
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Mr Shahid Kardar had also questioned the credjbdit the poverty
figures for 2007-08.

The absence of any firm survey data on consumption
expenditures since 2008-09 has been a seriousdagnftir analysts of
poverty in Pakistan, as well as for internationagamisations. To
overcome this difficulty the HIES for the year 2010 was completed
in 2011 and its results were finalised last yedwle Government had not
released the survey results till mid May 2012.

Pakistan’s poverty puzzle has been investigatesl Sk Arthur
Conan Doyle’s mystery novel by several investigat@ur talented Dr
Watsons have had a challenging task in view ofrétier conflicting
pieces of evidence provided by primary witnessetherground? The
stylised results of poverty in Pakistan, based arumber of official
and unofficial studies, from early 1960s till 1988-reflect a trend of
increasing poverty in 1960s and falling trend in7Q® and 1980s.
However, there is disagreement among differentarebers on poverty
trends in 1980s. Part of the reasons for the mdiffees in results is the
choice of the year used and the choice of povéntg dn which the
results are based.

The main suspect of the Pakistan Poverty Puzztheislusive
task of choosing an appropriate poverty line. Nwusrattempts have
been made to arrive at reasonable poverty line®&kistan. The two
approaches used are the calorific approach andb#sic needs
approach. The former gives primacy to the needpforviding a diet
fulfiling a specified calorific value considereceeessary to survive
while the latter explicitly recognises the impoxtanof a variety of
other non-food needs such as housing, health, #doc&ransportation,
clothing and other needs. Although both the defing have their
advantages and downsides, the former is easiealtnlate while the
latter has the advantage of being more easily cehgmsible. While it
is possible to have a little less of housing, dhagh or transportation
services, it is much more difficult to survive watlt food intake below
the specified calorific requirements, even thouuh body could adapt
reduced calorific intake in the short run—as mayatfasts-unto-death
have shown. The two poverty lines generally dodiffér a great deal
in terms of monetary value at constant prices. iRstance, a poverty
line of 2100 calories per capita was valued at Rg Her month in
1959-60 prices when inflated to reflect 1991-9Z¢siwas valued at Rs

®For a succinct summary of the conundrum [see Ar(2803)].



18

340 per month which compared to Rs 288 arrivedyabazdar (1994)
using a basic needs poverty line at 1991-92 pridd® differences also
arise because of the use of two different seriesoafsehold surveys,
namely, the HIES and the PIHS.

Another source of discrepancy in the various pgvertimates
is the arbitrary exclusion of data on certain hbwosds whose income
or expenditure is considered as abnormally higlowr The exclusion
of such “outliers” in the “cleaning process” of thkame basic data set
has created wide variations in the poverty estimated has often let
them open to the charge of “manipulation” and “fundg in the
recriminatory exchanges among protagonists (who naynecessarily
be the same as estimators or analysts) of suchersmib is, therefore,
incumbent on analysts to state the assumptions pradedures of
estimation in a transparent and verifiable manmet @ point out the
likely biases in them. The temptation to use onpfe-conceived
notions about the reasons for changes in poverty given direction
and to use them as the sole criterion for judghegvteracity of a given
poverty estimate should be avoided.

1. MEASUREMENT AND METHODOL OGICAL ISSUES

1. Data Constraints

The earliest studies on poverty in Pakistan in#B&0s were
based on data derived from four Household Expengitburveys
that were available to him, viz., 1963-64; 1966-6968-1969 and
1969-70. The Household Expenditure Surveys cardedin the
1960s were based on the quarterly surveys of ctireemnomic
condition conducted by the Central Statistical Gigation (CSO)
which itself was in continuation on the Nationaln§de Survey
(NSS) first, second and third rounds of which camdéd data on
personal income and expenditure. The size of dmepde was rather
small representing only .09 percent of total hoasdhr Another
weakness in the earlier sample was that the diffe¥ebetween the
size of the frame and the actual sample was relbtilarge, on the
average amounting to 24 percent. The samples aiffersd from
possible under-enumeration of high income householdThese
weaknesses were, however, more important for efitigilancome
distribution rather than the distribution of expé@nde which is
generally less skewed than income distribution.
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Until 1990-91, the Household Income and Expenditbueveys
were conducted at irregular intervals by the CS©.1990-91, the
Federal Bureau of Statistics (as the renamed CS@ducted a
different kind of household survey with assistaricem the World
Bank and the UNDP, the Pakistan Integrated Housel&rvey
(PIHS). The 1991 PIHS was based on a smaller gathph the HIESs
although it was designed to have a broader nati@paiesentation. The
range of topics covered in the PIHS was also wideasin addition to
income and consumption data, it collected data tmerosocio-
economic indicators, including, education, healtimigration,
community, etc. The HIES—that designed major hoakklincome
and expenditure only—were conducted independenPIbfS until
1988-89 when the two were combined into a singtegrated PIHS.
While the two surveys PIHS 1988-99 and HIES forvimes year are
roughly comparable because of similar consumptiaastjonnaires,
sample sizes and sample methodologies, there are saveats which
need to be borne in mind when making comparisahefesults based
on the two sets of surveys.

The data for poverty measurement in 2004 has bemnded by
the Pakistan Social and Living Standard MeasurertlR8LM) Survey
which is designed to provide social and economidicators in
alternate years at provincial and district leveheTdata generated

%See Box 2.1 Household Data Sources and Caveatsakist®h Poverty
Assessment report of the World Bank, October 2822€age 19. The Federal Bureau of
Statistics (FBS) started conducting the Househutelgrated Economic Survey (HIES) in
1963 and it has been repeated periodically sinea.tfThe scope of the HIES was
expanded in 1998 by integrating it with the Pakidteegrated Household Survey (PIHS)
that collects information on social indicators. THES 2004-2005 (the most recent data
available) that was conducted as a part of therfiend of the Pakistan Social and Living
Standards Measurement (PSLM) project.

HIES 2004-2005 involves a subsample of 14,708 hHwmlde taken from the
sample of 77,000 households used in the PSLM sufley main objective of the current
HIES is to derive poverty indicators. A two-stageasfied random sample design was
adopted to select the households. In the firstestdg045 primary sampling units
(enumeration blocks) were selected in the urban ranal areas of all four Pakistan
provinces. In the second stage, the sample of 84edseholds was randomly selected
from these primary sampling units. Using a randgstesnatic sampling scheme with a
random start, either 16 or 12 households were tgeldoom each primary sampling unit
[FBS, GoP (2006)]. The HIES collects data on hoakkleharacteristics, consumption
patterns, household income by source, and socditdtors. With these data, it is
possible to estimate income distribution, as welircome, and non-income measures of
poverty across various sections of the society.
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through these surveys is used primarily to assist government in
formulating the poverty reduction strategy in theemll context of
Millennium Development Goals (MDGs). The PSLM aenducted
both at the district and provincial level in altete years. PSLM district
level survey collects information on key socialigadors whereas the
provincial level survey (social and HIES surveyB)e sample size of
PSLM survey at the district level is approximat8y,000 households
and of about 17,000 households at the provinciadlleso far, the HIES
has been published for 2005-06 and 2007-08.The P$bkion of
HIES for 2009-10 could not be conducted due to latkunds. The
2010-11 HIES portion of PSLM was released in Sepem2011 after a
considerable delay.

Pakistan, unlike India, does not have a regulaionat census
organisation exclusively devoted to conducting e@gonomic surveys
on a periodic basis asking questions on differspeats of household
behaviour. The first Household Income and Expendigurvey (HIES)
was carried out in 1963 and information was gatthdme 1963-64,
1966-67, 1968-69 and 1969-70. No surveys couldriganised in the
1970s apart from one in 1979. After this, HIES was$ resumed till
1984-85. It then continued for three consecutigary. In the 1990s,
the HIES was conducted in late 1990-91, 1992-9331®, 1995-96
and 1996-97. The last two HIES were carried outl®98-99 and
2001-02 and were combined with PIHS.

The PIHS was started independently in 1991 as aratp
monitoring mechanism for donor aided programmedDBBK funded
four rounds of PIHS which was initiated by the FiBShe mid 1990s.
These survey rounds were carried out in 1995-9664%, 1998-99;
1999-2000 and 2000-01. The last two rounds werebgwd with
HIES. It needs to be emphasised that the HIES &H& Rre designed
for primarily different uses. The HIES focused oousehold income
and expenditure while the PIHS was intended to tooiihe impact of
the Government of Pakistan’s Social Action ProgramifSAP)
focusing on education, health, éfc.Although limited information on
income was collected in 1995-96 and 1996-97 rowfidke PIHS, this
was not as detailed as the HIES even during 199BBI5. The data

The multi-donor programme, launched in 1993-4, afeet in two phases in the
1990s, was disbanded in 2000 after the discoveesys#ries of financial irregularities by
the donors who funded 20 percent of its operatinres wide range of social and human
development activities.
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produced during the first two rounds of PIHS coulot be used to
estimate poverty.

Pakistan’s principal data collecting and processiggncy, the
Federal Bureau of Statistics (FBS) has been frettyueriticised for
its lack of independence in adopting consistenthodtlogies and in
frequent changes in methods of collection and amalgffecting the
reliability and comparability of the results of garvey data. Similarly,
different data sources that are not necessarilypeoatle in terms of
sample design, seasonality, or methodology, aenafsed to examine
poverty trends, adversely affecting data religpiliThe Household
Integrated Economic Survey (HIES) is the main seuof data for
poverty estimates in Pakistan, and should be dinengd, at least to
the extent of producing regular, credible dataneateintervals of 2 or 3
years. This would serve the purpose of poverty ooinig effectively
Academics and professional organisations have énetiyu pressed for
the need of establishing an independent and autousrstatistical
agency to produce and analyse data on social ambedc conditions
to inspire confidence in their reliability.

2. Choice of Poverty Line

A crucial step in poverty measurement is the chofca poverty
line. A basic problem confronting all researchesshow to define
poverty and whom to include in the category of podiraditionally,
poverty defined in terms of some monetary measureéinoome
considered adequate for persistence. In recensy&ae World Bank
has popularised the definition of poverty in teroisbl per capita per
day or in case of a more inclusive definition of/edy of $2 per capita
per day. Inevitably this is a rather simplisticidéfon of poverty which
ignores differences in nutritional requirements,using standards,
educational aspirations and other basic needsights rof individuals.
In Pakistan, Naseem'’s definition of the rural pdyédine at a per capita
expenditure of Rs 250 per year (58.5 paisas per aa¥y959-60 prices
and for the urban poverty line at per capita exgare of Rs 300 per
year or 82 paisas per day at 1959-60 prices fal mneas and Rs 375
per year at 1959-60 prices was generally acceptgd later
researcher® The rural poverty line was based on the Report on
Agriculture Workers in Pakistan which considered 309 per capita
per month to be not much above the subsistencé. ldwelndia, the

®For a comparison of poverty line chosen by diffemithors, see Malik (1992).
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figure used by Dandekar and Rath was Rs 200.0éhpath [Dandekar
and Rath (1971)].

Naseem in his later study for ILO [Naseem (197 g}ineated the
poverty line by using a calorie base approach fer ithe consumption
expenditure from a specified level of calorie ialkhis was done by
regressing the amount of calories per day on theuainof total
expenditure per person. Other authors have pesfesr more direct
estimation of the poverty line based on the satigfa of basic needs
rather than on nutritional requirements alone. Hawewhile it is true
that nutritional needs are not the only one tha amportant in
determining the household poverty status, it iidift to refute that
they are the most important human needs at leaspwor country like
Pakistan. Even in the calories based approache tisean implicit
arbitrariness in increasing the level of calori¢ake considered for
survival. However, the long period of reduced dalantake can cause
incapability or functioning [Sen (1982)].

Recent controversies about the varying estimatepoverty
based on different poverty lines have raised serguestions about the
sanctimony, uniqueness or infallibility of the cept [Krishnaji
(2012)]. The poverty line corresponding to an intthle minimal
bundle of goods and services for a normative stdrgig level is at best
a loose concept and non-operational except in § Maited sense.
Since the questiorfwho (an expert group, a public statutory body or
an international organisation) is to set the noamd how it has to be
doné (in terms of the disaggregation of commoditieggiors and
social groups) cannot be answered to the satisfactfi all, any poverty
line referring to a minimal bundle has to be sutijecand arbitrarylt
is arbitrary, moreover, because in practice theanative minima are
never clearly specified; indeed it is difficult im so even if we restrict
ourselves to, say, food, clothing, shelter and s&de education and
healthcare. Consequently, all procedures to deaiveoverty line—
however well-intentioned and assiduous—are ineljtadrbitrary,
based on questionable assumptions.

If the total household expenditure level at whictspecified
calorie intake norm is satisfied in per capita t®fisichosen as a basis
for setting the poverty line, it is assumed thathat level other minima
are also attained so that households with expeneditbelow that level
may be regarded as poor [Hag and Bhatti (2001)heOprocedures
relying wholly on expenditure data are equallyfaitil, bearing little
relation to the different dimensions of poverty. oftmer element of
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arbitrariness arises when a base level povertyidiredjusted upwards
to allow for increases in prices from year to ygfemwar (2006)]. It is
not easy to construct price indices for differelstsses of consumers.
Given the near impossibility of making operatiotia¢ concept of a
minimum subsistence level, it is no wonder thatabmstructed poverty
lines are subject to much criticism.

In order to reduce the level of arbitrariness irfirdeg the
poverty line in terms of either a specified income a normative
nutritional level, some authors have attempted &asure poverty in
terms of relative rather than an absolute inconvelleFor example,
Zaidi (1992) used an indirect method where the rargepoverty at
which all basic needs are satisfied is construdielative measure of
poverty is then obtained by defining it to be 73ceat of the national
average poverty line [Zaidi (1992)]. The povertyeliis assumed to be
identical across the four provinces. His resultsvwskthat the 39 percent
of all households in Pakistan are poor. 65 peraghtthe poor
households are found in the agriculture sector.

Table 2

Comparison of Poverty Lines

Original 195¢-60 Price 199192 Price 199495 Price
Yearly PerCapita Yearly Per Yearly Pe  Per Householc

Prices (Rs) Capita Capita Per Month
Specification Yeal Rurel  Urbar Rura Urbar Rura Urbar Rura Urbar
Author
Naseem (1973) 1959-60Rur 250 300 250 300 2665 3198 1812 2175
Urb300 375 300 375 3198 3998 2175 2719
Naseem (1977) 1959-60 330 330 3518 2392
304 304 3241 2204
Irfan and Amjad (1984) 1979 1308 332 3548 2412
1140 290 3092 2103
Kruijk (1985) 1979 1400 356 3797 2582
Malik (1988) 1984-85 1908 2220 291 339 3108 3616 2113 2459
2064 2484 315 379 3362 4046 2286 2751
Ercelawn (1989) 1989 1584 1524 193 186 2065 1987 1404 1351

2748 2436 336 298 3582 3176 2436 2159

Ahmad and Allison 1979 1200 1320 305 335 3255 3582 2213 2436
(1990)

Ercelawn (1990) 1990 1800 1800 207 207 2213 221305151505
World Bank (1991-92) 1991-92 3552 4008 3552 4008 2415 2725

Source:Above authors. Conversion computations based ficiadfstatistics.
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IV. SALIENT THEMATIC ISSUES

1. Geographical Disparities

Most studies on poverty in Pakistan make a digtindbetween
rural and urban poverty, although the former hasegaly received
greater attention. Some studies, including NaseE973), have made
adjustments for differences in rural and urban sat living while
using the same poverty line. Adjustment for codtéiving generally
have yielded higher head-count ratios for urbahemathan rural areas.
The comparison over time between rural and urbavepyp do not
generally provide robust results because of thagésin the definition
of the rural-urban divide. Comparisons over time arore valid for
rural and urban areas taken separately. Rural amghuareas are not,
however, isolated from each other. There are naltghannels of
economic interaction between them. Labour—whichoaots for a
major proportion of the poor—responds to wage aratniag
differences causing significant rural-urban (as Iwa$é overseas)
migration. Migration, however, is not costlesstinei is the labour
market free of imperfection. As a result, migratioy itself does not
necessarily lead to any significant reduction imaklurban disparities
and poverty incidence. Internal migration, drively lvanishing
employment opportunities in the terrorism-affectagral areas of
Khyber Pakhtunkhwa and Punjab and destined forsBaKs urban
magnet, Karachi, has led to increased ethnic saifd consequent
insecurity for migrating families.

International migration, however, does have a ficamt impact
on poverty incidence although thematic studiesterrdle have been
sporadic and inconclusive. PIDE an®DR have contributed
significantly on this issu&.

Besides urban-rural location, the regional dimems® also a
contributing factor to the differences in the irmigde of poverty. A
major handicap in analysing the regional variatiooks poverty
incidence is the sample size of the available Huoise surveys,
especially for the period before 1991 which is tege enough to
justify a high degree of regional disaggregatiooh&! Malik has used
agro-climatic zones based on cropping and irrigiaiatterns which are
broadly within provincial boundaries [Malik (1991)]He selects five

For a more detailed discussion, please see, ChdyterSection 3, on
International Migration and Remittances.
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zones in Punjab, two in Sindh and one in KhyberhRakhwa and
Balochistan. While this classification is feasilfide a sub-sample from
larger HIES data set, this would not hold muchdoraller HIES 1991
sample. His estimates are detailed in the Tablevbel

Table 3
Headcount Ratios in Rural Areas—1984-85 to 1991

Region HIES 1984-85 HIES 1987-8BIHS 1991
Punjab 48.3 39.9 37.0

North 42.4 32.6 27.4

South 58.0 51.9 49.6
Sindh 40.4 29.4 31.3
Khyber Pakhtunkhwa 39.1 36.3 24.9
Balochistan 51.5 36.0 47.2
Overall 45.6 37.3 345

Source: Gazdargt al.(1994).

However, the rationale for using provinces is ohsgienough
from the policy perspective. In the federal settofgPakistan, many
subjects are the responsibility of provincial goweents, and
implementation of most central government prograsimmalso carried
out through the provincial administrative systeihile the provinces
are not homogeneous in terms of resource endowmemnts
socioeconomic institutions, there are neverthelesHicient broad
similarities to capture some of the effects of ltheal resource-base and
institutions.

Regional rankings of the headcount ratio yield egniesults for
the three sample years. The sample for Balochissatased on
relatively few observations, so few in the PIHSt ttepresentativeness
cannot be guaranteed. There is widespread cons#reude province
faces serious problems of poverty and underdevedopriPasha and
Hasan (1982)]. For this reason, and in order t@bfynthe discussion,
attention is restricted to the other four regiéh3here are important
inter-survey differences in the regional povertgfipe, but three broad
patterns are discernible from the above Table.tliFirSouth Punjab
comes out with the highest HC in all three yeaed®dly, except for

2Results for Balochistan are presented in the tahkasfollow. These show high
HCs compared to all regions except south Punjd®84 and 1991. The low 1987 HC is
almost entirely due to sampling error.
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1987, Khyber Pakhtunkhwa has the lowest HC. Thjr8indh had a
lower HC than Punjab as a whole in all three yeassyell as a lower
HC than north Punjab in 1984 and 1987, but a higimer in 1991. In
summary, Gazdar's results show great diversity iwitRunjab and
contradict the generally held view that povertySmdh and Khyber
Pakhtunkhwa is more acute than in Punjab.

The view that Balochistan faces extreme problems
backwardness and underdevelopment, and thereferebeadropped
from further discussion of regional patterns, ipmuted by the
extremely low literacy rates and low levels of itidnal achievements
in the province. Punjab had a high HC comparedindtSand Khyber
Pakhtunkhwa in all three survey years. Howeves finiding conflicts
with the standing of the three provinces in terrhstber development
indicators.

The regional poverty profile we obtain can alsccbmpared with
regional development rankings which have been nmist on the basis
of different sources of data. Pasha and Hasan Y¥88Red districts using
a composite index of crop value per capita, ingalstrutput per capita,
other aspects of agricultural production, the atdity of financial
services, and access to public services such asls@mnd health facilities.
The barani districts of north Punjab and most efgbuth Punjab districts
ranked low, along side most of the districts of dinand Khyber
Pakhtunkhwa. Non-barani north Punjab did muctehedind Balochistan
was the least developed area. Another study wisinked rural areas of
provinces according to the availability of servicesch as irrigation,
electrification, supply of drinking water, healthdaeducation facilities,
found Punjab to be ahead of Sindh and Khyber Pakhtua in most cases
[Khan and Igbal (1986)].

The regional variations in the poverty incidence arresult of
what differences in natural endowment (land anderyabut also of
institutional practice (tenancy and concentratidrholdings). Lower
Punjab in particular stands out as a region of higlverty. This
observation has implications for poverty alleviatidtself. Lower
Punjab has benefited from the Green Revolutioneims of higher
agricultural productivity. However, its agrariatiugture in terms of
land ownership and operational holdings does nebusn the lower
income sections of the population. As a resulteinains on of the
poorest regions in the country besides Balochistan.the other
extreme upper Punjab, which is an area of low afitice potential, has
consistently low poverty indices. The reason fds tharadox is the

of
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high degree of diversification away from agricuétuinvolvement in

the labour market and migration of workers to otiparts of the

country and abroad. Remittances from non-residesrkers were an
important source of upward mobility in the regioWorkers

remittances were also important in middle Punjab et in lower

Punjab and Sindh. Since in macroeconomic terms ajnthe main

actors contributing to changes in poverty incideager time has been
the flow of remittances, it is important to explotiee mechanism
through which lower Punjab and Sindh have not begle to benefit
from migration.

Another paradox that emerges from the study ofriregional
variation in poverty level is that Sindh a regioithahigh inequality in
land ownership has relatively lower levels of emtee poverty with
higher poverty line, its poverty ranking worsen€azdar (1999) notes
“that relatively protected consumption in the regafnextreme land
inequality is due possibly to the protective rolé otherwise
exploitative pattern-client relatich.

Geographical dispersion of poverty is also usefultargeting
economically deprived regions and allocating resesirfor poverty
alleviation in their favour. Allocative efficiencgan be increased, and
leakages to the non-poor reduced substantialliatgeting needy areas. A
national and regional database of substantial poveaps or deprivation
indices based on satellite imaging have not beeasaible in Pakistan
until recently. As a result, existing activities pbverty alleviation are
carried out on ad hoc basis in the absence ofifigeinpockets of poverty.
In a paper based on the 1998 Population and Ho@@ngus data, Jamal,
et al. (2003) have presented indices of multiple depvetifor different
regions, which bring out their differences .

The possible applications of this exercise includentifying
areas of need, making decisions on regional antbrsgcpriorities,
facilitating targeted public interventions througdpecial poverty
alleviation programmes, understanding the relatigmsbetween
poverty and its causes, and helping federal andiqei@al governments
in determining financial awards. The paper provitieghe planners
district-wise poverty or deprivation indices, baseu the Population
and Housing Census data of 1998. A possible apjgitaof this
exercise includes identifying areas of need, makdegisions on
regional priorities, targeting interventions andsaerces, and
understanding the relationships between infrasirect resource
availability, and poverty.
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Table 4

Shares in Multiple Deprivation
Deprivation Level
(% of Provincial Population Residing in) High  Medium Low
All Areas

Punjab 25 38 37
Sindh 31 27 42
Khyber Pakhtunkhwa 51 38 11
Balochistan 88 1 11
Rural Areas

Punjab 26 27 47
Sindh 49 48 3
Khyber Pakhtunkhwa 25 48 27
Balochistan 89 7 4
Urban Areas

Punjab 30 47 23
Sindh 23 14 63
Khyber Pakhtunkhwa 60 40 0
Balochistan 100 0 0

Source: Jamalget al. (2003).

Not surprisingly, Balochistan emerges as the mastrided
province rural population residing in high deprigat districts. The
proportion of its rural population residing in laeprivation districts is
a mere 4 percent. In the urban areas, the proviasea dismal state of
development. The entire urban population is redidan high
deprivation districts and the province share in Bsvwell as medium
deprivation districts is zero. Quetta, the provahaiapital, does not
even qualify for medium deprivation status.

Similarly, in Sindh, only 3 percent of the ruralopmncial
population resides in low deprivation districts.eTéxtent of the rural-
urban inequality in Sindh is stark. While 49 petcerfi the rural
population resides in high deprivation areas, 68 of the urban
population resides in low deprivation areas. Irt,facban Sindh stands
with over 89 percent of 97 out as the least degrivethe country.
Incidentally, this population is largely concenttin Karachi. It needs
to be noted as well that over one-fourth of Sindlirban population
resides in high deprivation districts. This reftetite development gap
between Karachi and other urban centres in theipcey
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The Khyber Pakhtunkhwa appears to be at an intaateedtage
of development. Over a quarter of rural populatidrthe province is
resident in low deprivation districts, and almostfh(48 percent) is
resident in medium deprivation districts. The urbdevelopment
situation is not as positive. Sixty percent ofuitban population resides
in high deprivation districts, and no part of ithan population resides
in low deprivation areas.

Punjab is the only province where nearly half (€rcgnt) of its
rural population resides in low deprivation didsicPunjab’s position,
however, is not as enviable with respect to urbesas where 23
percent of its urban population resides in low degtion districts.

A major source of geographical disparities is tlaekl of
diversification of economies of poorer regions. Tolke of the rural non-
agriculture sector is important in terms of empleytnand source of
income. About a quarter of the employed membersagrcultural
households, and more than 40 percent of the merbévestock-owner
households are employed in the non-agricultureose€the highest
incidence of poverty is in zones that rely mostvilgan crop incomes,
but is low in zones where the percentage of incroma wages/salaries
and transfer incomes is high. Land inequality latieely higher in poor
districts located in the cotton/wheat belts of ket Punjab and Sindh.
The ownership of farm assets (other than land) amoultivating
households is also unevenly distributed. Theseoffactalong with the
prevailing tenancy arrangements, particularly strapping, have a
strong correlation with rural poverty [Arif (2006a)

Some Regional Policy | ssues

With the adoption of the 18th Amendment in the Gibuison,
making explicit provisions for provincial autonontje importance of
the regional dimensions of poverty incidence hagnbdurther
enhanced. The regional dimension has significancébdth policy as
well as wider political discourse. The targeting anti-poverty
interventions certainly requires information abothe regional
distribution of poverty. It is also important ihe allocation of other
public resources, such as, investment in infrairec both physical
and human. Regional disparities in income and itteddence of
poverty have also been recognised in the latestrreg the National
Finance Commission, which in past years was basdg on the
population of each province.
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Regions represent important variations not onlshiir resource
endowment and infrastructure but also in theirritigtion of resources,
patterns of land tenure, class structure, and Ipoaler considerations.
The recent debate on the importance of the middiescand the need
for creating more provinces such as the Saraikildagara Provinces,
also illustrate the importance of studying povertgidence at a more
disaggregated regional level. Poverty alleviatfiorts also need to be
acclaimed to these emerging concerns.

An emerging feature of Pakistan’s political develgmt in the
post-1970 period has been the assertion of thetsrigli smaller
provinces and their rivalry with Punjab provincecagnting for more
than 2/3rd of the population. However, Punjab as & homogenous
province and has at least three distinct sub-dinisi based on resource
endowment and economic development. The most progpesub-
region is the middle Punjab consisting of Lahorayjréwala, and
Sargodha Division while the lower Punjab (compugsitultan,
Bahawalpur, and D. G. Division) is considered as ifost backward.
Northern Punjab comprising the Rawalpindi Divisiplus the district
of Mianwali stands somewhere in the middle. Lowemjab some
features of the regional economy of Sindh, wheralyeconomic and
political life is dominated by large landlords. ®©wf the bones of
contention among the different regions of Pakistarthe access to
water availability for irrigation purposes. Theegtion of building
large versus small dams also has impact on theidmmasion of
development and poverty in different regions. Thsue has further
been complicated by the floods in 2010 and 2011ckwliave more
adversely affected the lower riparian regions aitern Punjab and
Sindh. The solution of these problems will havengigant impact on
poverty alleviation efforts in the country.

2. Impact of Structural Adjustment Programmes on Poverty

One of the salient themes of poverty research kisRa since
the 1980s has been the impact of Structural AdjestnProgrammes
(SAPs) undertaken by the government, under theieaspf IMF and
the World Bank. After a period of steady plannedorenic
development, with substantial foreign aid from deped countries,
Pakistan was able to build a sizeable industrigebdargely through
import substitution. Pakistan’s overall economicrfpemance was
arguably among the best in the developing worldl tm¢ mid-1960s.
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However, the economy experienced considerable lemba in the
second half of 1960s: firstly as a result of th&s3 Qvar with India,
forcing the United States to impose sanctions oth bmountries,
resulting in a loss of economic momentum and diversf resources
towards defence expenditures. The perception ofvigp income
inequality, epitomised by the “20 families” slogasf his chief
economic planner, Mahbubul Hag, played an importpatt in
politically destabilising the Ayub regime [Gazda®©g09)].

The oil price shock of 1970s and the separatioBarigladesh
later further strained the economy severely andseduenormous
economic pressures. Bhutto’s populist policies atased considerable
turmoil in the economy and a substantial flightcapital (along with
labour migration) to Gulf countries. However, altlgh the large-scale
nationalisation of industries during the 1970s urttie Bhutto regime
enlarged the State’s domain of power and patroaagecaused severe
losses to the exchequer, they also contributedhaéoestablishment of
new heavy industries, such as the steel mill, heaeghanical and
electrical industries. As pointed out by Gazdar9d)9 the large-scale
takeover of private enterprises by the state irdpéiehuge increase in
the number of workers with secure employment arcbsg to union
membership. The allotment of residential plots andless families
during the 1970s also helped the poor. The reveo$amany of
Bhutto’s policies, led to serious macroeconomic atahces, which
necessitated resort to external assistance, nataitting the increased
inflow of remittances and military assistance f@kiBtan’s role in the
first Afghan war 1979-88.

Pakistan along with other countries found itself deep
economic crisis with imbalances in their internadl @xternal accounts.
This opened the way for involvement of the IMF, \l[doBank and
other financial institutions in the economic managet of various
countries in a very different way. Since late 197 paradigm of
Structural Adjustment as stipulated by the IMF @hd World Bank
came to dominate policy discourse and policy actiorhe
quintessential result of these policies was a shifocus from growth
and distribution issues to efficiency and macroecoic stabilisation.

In  Pakistan, the structural adjustment and stattits
programmes called for a reduction in fiscal defieitsever restriction
on the role of government, rationalisation of t&uacture, removal of
subsidies from consumption and production. Thesegrammes
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however, had significantly adverse implications femployment,

poverty and the government. A pioneering paperhisissue was that
of A. R. Kemal. Kemal (1994) analysed the effeofsStructural

Adjustment Programme on the reduction of develogregpenditures
and the trends in income distribution and povekgmal concluded
that although tariff rationalisation, import libéisation and certain
other measures to promote efficiency were effectidewever, the
stabilisation effort did not achieve much succeds. found no positive
correlation between fiscal deficit and inflatiorteraDespite containing
the government costs by wage restrictions and aotitn of

employment, non-development expenditure and fidefitit continued

to increase. The employment situation further woese due to
privatisation.

On the other hand, the Structural Adjustment Pnogna was
accompanied by rising inequality and poverty. “T@mi coefficient
increased from 0.34 to 0.41 and the incidence ofepy increased
from 13 percent in 1987-88 to 14 percent in 1990-&dcording to
Kemal’s findings. Among the reasons was the risimegme inequality,
decline in employment, the rise in the tax incicen€the poor relative
to the rich and the adverse effect of the withdfaefdnput subsidies
on the poor while the increase in support pricesgrfcultural goods
benefitted mainly to rich surplus farmers whileting the small farmer
and the alike. In conclusion, Kemal argued thaicstiral adjustment
programmes must be accompanied with targeted reghiagrammes.

Another significant article on Structural Adjustrhéa that of
Talat Anwar. Anwar (1996) analyses Pakistan’s ghopgrformance in
the late 1980s in the context of a medium termcttiral adjustment
programme within the framework of the IMF and theoNdl Bank
signed in 1988. After examining the contractionaharacteristics of
the IMF and the World Bank structural adjustmentdeipthe author
examines the macroeconomic performance of the o
programme in Pakistan. Drawing upon the researchai# Bilquees
(1992) (also quoted by Kemal in the preceding kiche author
showed that poverty declined from 32 percent in788 to 30 percent
in 1990-91. The contraction of employment in pubsector had
adverse effect on the labour market, pushing thel mages in
agriculture and manufacturing sector in the firsey of adjustment
leading to a deterioration in the living condition$ the poor. A
combined effect of the public expenditure reductiand trade
liberalisation resulted in almost doubling the urhmemployment rate
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from 4.58 percent in 1987-88 to 8.19 percent in(t99. In terms of
poverty, the author’s calculation on the incidenéeoverty between
1987-88 and 1990-91 increased from 13.81 percedi7td6 percent.
Anwar, like Kemal, emphasises the need for targetdibidies to help
the poor to overcome the adverse effects of stractadjustment
programme.

Another significant paper analysing the structuadjustment
programme during the period 1987-99 is that of Jaf®@03). The
years chosen by the author for comparing the effedt structural
adjustment programme are 1987-88 to 1998-99. ®imdr year being
the beginning of the structural adjustment Programand the latter
being the year for which HIES results are availablée paper shows
that in terms of the macroeconomic stabilisatiomidators, the
structural adjustment programme fails to achiewerttajor objectives.
With the exception of the share of domestic savémgl of private
investment in the GDP, and the growth of total dsdrvices, other
macroeconomic performance indicators did not showigmificant
improvement. On average, GDP growth feel by appnatly two
percentage point primarily due to fall in manufactg growth from 9
percent in the 1980s to 5 percent in the 1990s.

In terms of distributional measures, the Gini-cméht for
Pakistan rose from 0.34 in 1987-88 to 0.0.38 in8t88 while the
urban Gini-coefficient rose from 0.39 to 0.42 dgrithe same period.
A more glaring comparison between the share ofldleest quintile
which was about 9 percent in fiscal 1998 compaced4 percent for
the highest quintile. However, by 1988, the studrie lowest quintile
has declined to 8 and that of the highest quintikee to 47 percent.
The situation in the urban areas was more pronaltien that in the
rural areas.

The poverty numbers presented in the paper shotthhahead
count ratio rose from about 24 percent in 1987e88@ percent in the
year 1998-99. Two other indicators of poverty adwmw that the
“adjustment decade” (also termed as the “lost deraslas much
harsher on the poor. The first indicator is thee rof the proportion of
food in total consumption in the lowest quintile mdpulation which
rose from 41 percent in 1987 to 45 percent in9188 by about 4
percent. However, the rise in shares of expersitm health and
education were 63 percent and 186 percent respgetireflecting the
increase in the component of private expendituregshese services.
The components of consumption expenditure whos@qption has
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suffered heavy decline are durables, transportaitiems for household
and personal care and clothing.

3. Food Poverty and Agricultural Issues

A major theme in the research on poverty undertateRIDE
relates to agricultural and rural development isswdong with the
qguestion of food poverty which accounts for the enajeason for
poverty incidence. There are at least three majocerns of research
in this regard. Firstly, the calorific requiremetdrgely based on the
agricultural and livestock products, are importantdetermining the
extent of poverty incidence. This issue is pertiria determining the
poverty line used by the researchers and has glteeeh discussed in
an earlier section of this review.

The second concern relevant under this head isolkeeof rural
development and agricultural productivity in affagt poverty
incidence in rural and urban areas [which couldcedrably be in
opposite directions]. This issue was the central$oof a number of
studies undertaken at the PIDE and published irPDR in the 1990s
[see Mahmoodet al. (1991), Mellor (1991) and Mustafat al (2001)].
The question of the impact of inequality in thetdlgition of land (an
important asset affecting rural poverty) was raibgdearlier studies
based on the Census of Agriculture, especially 8lasél977), Khan
(1981) and Hussain (1988), who pointed out the iafuole of land
reforms in reducing poverty. However, matching dia¢a derived from
Agricultural Census (held every ten years) and rti@e frequently-
conducted HIES data on household expenditures vedisatologically
challenging and often led to inconsistent results.

Building on his earlier research, the nexus betweeral
poverty, agrarian structure, land reforms and agtical growth was
further elaborated by Naseem (1981) In an extenshegpter of the
book, he examines the nature of agrarian changPakistan, with
debates on the impact of technological transformatiuring the Green
Revolution focusing on the nature of change in tiahwelations and
size of landholding. The discussion is followedayanalytical account
of the increasing trend in the concentration ofdlamwnership and of
cultivation. The book also examines the impactef Ayub and Bhutto
land reforms. The author then interprets the kends in light of
regional imbalances of growth and development, ilegplat provincial
and agro-climatic patterns as well.



35

In an early sequel to Naseem'’s work, Irfan and Amja984)
elaborated the reasons and causes of rural poirertye 1960s and
1970s. The paper focuses on the trends of ruragnppin the early
years, but re-examines much of the earlier evidenbeir results show
that there was a significant increase in rural piyvbetween 1963-70,
while there was a significant decline in povertyvween 1969-70 and
1979. Their explanation of the trends in povertyrumal areas is in
terms of agricultural performance between 1959 E3®P, giving basic
indicators and indices regarding agricultural otitpand incomes for
most of these years. Because of specific poli@rimntions in terms of
land and tenancy reforms in the period 1972-77, ghper devotes
some attention to their likely impact on povertyheTmain argument
raised by the authors, is that the reason for leigéls for poverty in the
sixties well into the 1970s are to be found in $ignificant changes in
the agrarian structure, especially the size distidm of holdings which
are said to have had important repercussions &oruhal occupational
distribution of households. New technology was & fector, which
allowed large landowners to resume land previotstyed-out for self
cultivation. Tenant farmers were hence evicted, &aad either to
operate smaller landholdings, or join the ranks tbé landless
labourers.

The paper notes that higher agricultural growthagoount of
technological innovation, was not shared equitabiy the conditions
of those evicted probably deteriorated. Increasedhanisation led to a
decrease in demand for labour which may have beenod the key
reasons for the increase in poverty despite highvtir in output. The
ownership of land is highly unequal in Pakistan andsidered one of
the major causes of rural poverty. Less than Hadfllaural households
own any agricultural land, while the top 2.5 petcsrcount for over 40
percent of all land owned. The incidence of shamgging has declined
over time, although a large number of rural houkihstill cultivate
others’ land as share-tenants. Studies find thhesiglevel of poverty
among these sharecroppers [Arif (2006a)].

A similar conclusion is reached by Anwar, Quresimd Al
(2004), who derived poverty incidence measures lige sof
landholdings, by making use of the data of HIEStfar year 2001-02.
In conformity with earlier results, poverty incidenwas found to be
highest among landless at 54.89 percent followeddny-agriculture
households at 47.76 percent. However, as expegtaerty incidence
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declines with increases in the land holding sizke Tajor cause of
rural poverty in Pakistan is increasing landlessnédbout 67 percent
households owned no land in 2001-02, while abouf3 &ercent
households owned under 5 acres of land and 9.6&pehousehold
own 5 to 12.5 acres of land. A very small propertiof households
hold large farm sizes in the country, with barelpercent households
owning greater than 35 acres of land. This highlkeved
landownership pattern is reflected in the abnomndiigh Gini
coefficient of land holding in 2001-02. Thus, Highunequal land
distribution is the main manifestations of poventyrural Pakistan,
which is not reflected in the distribution of consuation and income
distribution, which is far less unequal. If the ueal status of the
farming households is taken into account, the péctaf poverty
incidence becomes even bleaker, since the inconfesemant
households is considerably lower than that of lamdog households.
The authors conclude: “It appears that landlessregs access to
agricultural land is one of the most important citnitors to rural
poverty in Pakistan. A high concentration of landewship and unfair
tenancy contracts are major obstacles to agrialltgrowth and
alleviation of poverty. Thus both agricultural gttwand poverty
alleviation can be achieved, if land inequalityeduced and the tenants
are protected by well-enforced tenancy contacts.”

The third and rather recent concern stems from ribimg
commodity prices in the wake of trade liberalisatio the early 1990s
and more recently by the turmoil caused by the 2W®7global
financial crisis. In February 2008 commodity pricpssted their
biggest monthly gains since the oil crisis of t®&As and have enjoyed
their strongest start to any year for half a centdrhe rapid and
simultaneous rise in world prices for all basic doerops—corn
(maize), wheat, soybeans, and rice—along with otfuerds like
cooking oils had a devastating effect on poor peafilover the world.
The strong gains in commodity prices in 2008 warelléd by an
explosion in speculative investment in commoditiescounter the
turmoil affecting equity and credit markets, angmarted by strong
demand from emerging markets, widespread suppiymtiens, as well
as the use of commodities as a hedge againsg fisflation and the
weakness of the US dollar.

According to a recent study by Haqg, Nazli, and Me{R008),
the 2008 food price shock has increased povert@h$ percent in
rural areas as compared to 44.6 percent in urkteasail he unexpected
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food price changes have increased the number afpoanother 10.3
million. The study estimated the impacts of risimgrld food prices on
poverty in rural and urban areas of Pakistan. Ampared to 2004-
2005 the unexpected food price changes resultimy the food crisis
increased poverty by 8.2 percentage points (34r8epé), severely
affecting the urban areas where poverty double@ &stimates show
that 2.3 million people are unable to meet one-balhe expenditure
of the poverty line while another 13.7 mil- lionegust below and 23.9
million are just above the poverty line. The Asiaavelopment Bank
study [ADB (2008)] suggests that a 10 percent iaseein food prices
would increase the number of poor people in Pakista 7.1 million
people—broadly consistent with the aforesaid figdin

4. Overseas Migration and Remittances

Overseas migration and remittances have been otle aghajor
drivers of decline in poverty in Pakistan. In theotepisodes when
poverty incidence reportedly fell well below 20 gent, i.e. in the late
1980s and in the early 2000—even though the exeding in poverty
in both periods is somewhat controversial—a magmtigbutory factor
was the rise in overseas remittances. Three d@akitan’s four major
provinces, Khyber Pakhtunkhwa (KP, formerly NWFPynjab and
Sindh saw a decline in poverty during this periothe largest fall in
poverty was in Khyber Pakhtunkhwa where both faredgd domestic
remittances played an important role. The remitanhave been an
important and growing source of foreign exchangd?akistan since
1970s in the wake of Middle East oil boom risingnfr less than a
billion dollars in 1976 to 12 billion dollars in 2. However, the level
of remittances stagnated and declined between 898#% 2000,
because of the political instability and economéceassion in the
Middle East, the main source of absorption of Rakidabour.

From 2001 to 2012, the level of remittances haseoagain
increased over ten-fold from US$ 1 billion to USHHillion. Even so,
as a percentage of GDP, the remittances are welittbe percentage
achieved in 1980s (9 percent) or the remittance @&i® of some of
the labour exporting countries such as Lebanorp&dent), Jordan (22
percent), Philippines (11 percent). Some studieggest that with
appropriate incentives, the level of remittancagid¢t®e doubled.

The post-2001 upsurge in remittances was due tonsbar of
structural changes in the mode and pattern of tentés and in the
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kind of skills exported, as well as in the compositof the countries of
origin of remittances. After the restrictions inged on the informal
payments of remittances (aka thiavala and Hundi system) in the
wake of 9/11, there was shift towards formal bagkithannels which
accounted for part of the rise in the remittancde recent
phenomenon rise in remittances appears to have deento three
factors: First, the stock of overseas Pakistaassincreased during the
last decade to about 5.5 million, with a net anrawdflow of workers
of about 4.43 million. On the other hand, the labanigration
destinations have remained unchanged and concathtiat Saudi
Arabia, UK, USA, and UAE. Another reason for tigerin remittance
is attributed to the greater skill orientation ofgnating labour force
and their preference for migration to developedntoes such as UK
and USA. Thirdly, the State Bank of Pakistan l@®h steps such as
the Pakistan Remittance Initiative (PRIJo boost and facilitate the
flow of remittances sent home by non-resident Rakis. Pakistan,
according to recently World Bank report entitled ijvhtion and
Remittances Fact Book 2011" [World Bank (2011)] easerged as
one of the leading countries involved in globalwl@f capital and
labour [World Bank (2011)].

The Pakistani Diaspora, notwithstanding the curpetitical and
economic uncertainties, remains not only knowletgeabout but also
deeply connected with social, political and ecoroeients in Pakistan
and regularly remits a significant portion of itreings as remittances.
Rising remittances have also been stimulated by spentaneous
support by Pakistani Diaspora for the victims diowal disasters, such
as the 2005 earthquake and the 2010 and 2011 flmotlte country
[Suleri and Savage (2006)].

Pakistan has gained enormously from remittanceb bothe
past and recent years. In 2007-2008 remittances B&percent of net
current transfers. After the current global cris2)08-2009, many
migrant workers returned home, bringing along thaacumulated
savings. This pushed the share of remittances @ rét current
transfers to around 70 percent, compared to thaéqure 5-year average
of 52 percent.

ZIPRI is a joint venture of the State Bank of Pakistalinistry of Overseas
Pakistanis and Ministry of Finance and was laundhe@ipril 2009. Its major objective
was to enhance the flow of remittance through ffieial channel.
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The considerable fluctuations in the level of reamices in
Pakistan during the last four decades have had potitive and
negative effects on poverty during the period. #jddand Kemal
(2006) have shown how a decline in remittances ltave adverse
impacts on poverty. Furthermore the decline in timces can also
reduce the economic gains from trade liberalisat®@e also Nishat
and Bilgrami (1991), Kazi (1989), Arif (1999), Burkl991), Nadeem
(1988), Amjad (1986), Igbal and Sattar (2005), @ijlat al (1981),
Alderman (1996), Ahmed (1986), Sohail and Sarw&98), Sofranko
and Idris (1999).

Remittances have played a significant role in retyu@overty.
An ADB study on the impact of remittances on poyend inequality,
shows that poverty declines by 7.8 percent if thaskeholds receive
remittances from abroad [Ahmed, Sugiyarto, and J&&10)].
Similarly the poverty gap and poverty severity alecline even by
higher rates, i.e., 11.5 percent and 14.9 peramsipectively. This
implies that some of the remittance recipients actually the poor
households so that remittances reduce the povexy agnd poverty
severity. Moreover, the income distribution of naigt households is
less skewed than non-migrant households’. The Gaaifficient for
migrant household is 4.8 percent lower than nonramhouseholds.
The study also shows thiatreign remittances constituted 9.4 percent of
household income in Khyber Pakhtunkhwa, compare8.1opercent
for Punjab, 1.5 percent for Balochistan, and Ostemt for Sindh. This
also reinforces the role of remittances in therinégional differences
in poverty discussed in an earlier section.

Pakistan saw migrant remittances reach a recordb@i@n in
fiscal year 2012, an increase of 14 percent conaptrehe 2009 fiscal
year despite the global economic crisis (Pakistéstal year runs from
July to June). The World Bank report says “Contthegong growth in
workers’ remittances in the past few years has alsatributed to
improvements in the external current account baarend “have
facilitated improvement in the country’s externakjtion”.

A paper by Siddiqui and Kemal (2006) explores thteriaction
of two shocks, trade liberalisation policies andluhe in remittances,
on welfare and poverty in Pakistan [Siddiqui andmi&é (2006)].
During the 1990s although import tariffs were regtlidy 55 percent,
poverty remained higher in this period than in 1880s. The effect of
trade liberalisation was overshadowed by a slowrdowthe inflow of
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remittances, which reduces the incomes of poor dtmlds. Thus, in
the absence of the effects of decline in remittantee analysis of the
impact of trade liberalisation policies may rentdéased results. This
study overcomes this constriction and analysesittigact of trade
liberalisation policies in the absence and preseotedecline in
remittances in a CGE framework with all the feasureecessary for
trade policy analysis with poverty and remittandatgkages. The
simulation results show that a decline in remiteeneduces the gains
from trade liberalisation. The negative impact emittances’ decline
dominates the positive impact of trade liberalmatin urban areas.
But, the positive impact of trade liberalisationndpates the negative
impact of a decline in remittances in the caseuoélrareas. Poverty
rises in Pakistan as a whole. It shows that thdirdedn remittance
inflows is a major contributory factor in explaigirthe increase in
poverty in Pakistan during the 1990s.

5. The Employment-Poverty Nexus

The linkage between poverty and the labour mar&strhceived
inadequate attention until recently [Pasha and rikadh (2003)]. In
Pakistan, where formal sector social security mmiowi is almost non-
existent, unemployment is one of the leading factehich contribute
to poverty incidence [Amjad (2005) and Nasir (20)1%ince the poor
lack access to medical facilities, are poorly etestalow-skilled, and
tend to be employed in the low-paying informal eectheir wages are
also the lowest [Haq (2005)]. Moreover, as formadter small-scale
firms and large industries are restructured to ntéleen competitive,
job losses are bound to ensue. Distortions in ten@my also mean
that entrepreneurs in the formal sector are umwllito expand
employment and prefer to adopt capital-intensivmelogies [Kemal
(2004)], again, with an adverse impact on unempkrym

The main source of Pakistan’s employment situatoe the
Labour Force Surveys (LFS). LFS for 2003-04 is Waetviewing for its
picture of the employment situation. According thetLFS, the
employment rate declined from 8.3 percent in 20D1e07.7 percent in
2003-04 [GoP (2004)]. The extent of change in ureympent rates
varies between rural and urban areas. Female uogmeht has
declined in rural and urban areas; male unemployimen seen a modest
decline in rural areas but increased in urban afrems 7.9 percent in
2001-02 to 8.4 percent in 2003-04. Recent intefopatsuch as women'’s
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microfinance programmes implemented by the PakisRoverty
Alleviation Fund (PPAF) and Khushali Bank may haatributed in
reducing female unemployment. Despite such impravesin the last 2
years, the overall employment and labour markeiatdn remains an
area of serious concern. The unemployment ratéllisigh, around 8
percent, and although the unemployed labour foasedeclined slightly
between 2001-02 and 2003-04, it is still more ttanble what it was in
1990. In 2003-04, there were approximately 3.5 iomllunemployed
persons. This has been a major contributory féntdine rise in poverty
during the 1990s [Amjad (2005)].

More than half of Pakistan’s labour force is illitee, most of its
skills acquired through on-the-job training in théormal economy [GoP
(2004) and Jafri (2004)]. New jobs are created arisnin the informal
sector, which accounts for 70 percent of employméhé proportion of
employed person involved in the rural informal sedf73 percent) is
higher than in urban areas (67 percent). As expedtgmal sector
activities are more concentrated in urban areap€83nt) than rural areas
(27 percent). Since informal activities are predwnily non-agrarian,
male workers are relatively more concentrated @nittiormal rural and
urban sector. This increase in informal sector egmpent reflects the
general slackening of the labour market [Amjad BP0

The employment and poverty nexus has been exammed
number of different ways. For example, some studigsw that the
unemployment rate is higher among the poor laborgef than among
the nonpoor [Amjad (2005); Haqg (2005) and NasirO®Q Based on
panel data, Haq (2005) shows that poor househcéds & smaller
percentage of employed, and a higher percentagearftive and
unemployed heads of households.

Generating productive and remunerative employneetité most
effective means of reducing poverty [Pasha and rnRadh (2003)].
However, in view of the concentration of workers the low-paid
informal sector as discussed above, employmentaiway not provide
a guaranteed means of escaping poverty. Gazdad)2D0ws that the
working poor (28.5 percent) were around 16 timeswaserous as the
unemployed poor (1.8 percent) and over five tinesw@amerous as the
total unemployed. He maintains that policies dedctat reducing
unemployment only address part of the problem afepy. Providing
better terms of employment for the poor who areay employed,
including the introduction of a minimum wage, iscascial to reducing
poverty [Amjad (2005)].
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Table 5

Employment and Poverty as a Percentage of Workforce
Poverty Percentage

Employment Status Poor Non-Poor All

Employed 28.5 66.0 94.5
Unemployed 1.8 3.6 5.5
All 30.43 69.7 100.00

Source:Gazdar (2004).

Wages are the most important component of the teofns
employment. Malik (2005) shows that real wages hdeelined for
regular/agricultural workers and increased martyndbr casual
workers. Moreover, Amjad (2005) argues that, in 1890s, workers
were not protected against falling real wages armdertbrating
employment conditions as more and more jobs wedemaecarious in
the form of part-time, daily, or contractual job¥he weakened
bargaining position of workers was dealt a seriolosv. However, the
use of casual labour has declined [Malik (2005)].ithw the
promulgation of the Industrial Relations Ordinar&@02, which both
curbed workers’ rights to collective bargaining gmdvided enormous
leeway for converting permanent workers into casttrevorkers, a
practice which is now common among large- scaleisivial units in
Pakistan.

Low labour productivity also appears to contribuge rising
poverty trends. Kemal (2004) shows that capitainfation at constant
prices grew at a rate of just 2.0 percent, whike e¢mployment grew at
a rate of 2.7 percent between 1991 and 2002, magult the low
growth of labour productivity. Productivity declichddetween 1995 and
2002 in all sectors except agriculture. The slowdowaf labour
productivity in the commodities sector and its dexlin the latter half
of the 1990s in almost all sectors of the econongeulines the gravity
of the problem. It also explains why, although ¢meployment rate was
as high as 2.6 percent in 1990s compared to 2€epein the 1980s,
the incidence of poverty also increased duringl®@0s.

Bonded labour represents one of the most acute sfoom
poverty. The International Labour Organisation (JLQecently
commissioned several studies to analyse the nafuvended labour in
different sectors of the economy, including miniagriculture, carpet
weaving, brick kiln work, construction, domesticnkoand beggary.
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The studies revealed that bonded labour is pratficemost of
these sectors in different forms and with varyirggrées of intensity.
In the mining sector, for example, bonded laboustsxas an instituted
system of recruitment, apparently conforming to ¢hessic stereotype
of debt bondage. Miners tend to be located in exttg remote areas
where there is little other work available. Indebteiners are pressured
into continuing to work for low wages for the saemployer without
avenue for complaint regarding their working orify conditions
[Salim (2004)]. Bonded workers in the agricultueet®r resent the low
returns they receive on their labour from landlortee inaccurate
record-keeping designed to keep them in bondage; dhadual
apportionment of their share by their employerst tire constant threat
of physical violence against their women from engpls (landlords)
[see Arif (2004) and Husseiet al. (2004)]. Analysts single out debt
bondage compounded by perceived false accounting hemeditary
bondage as extreme forms of exclusion and depegpd&uaP (2003)].
Carpet weavers tend to belong to very poor familiedow-income
areas, with carpet weaving their only way of makadjving [Nasir
(2004)]. Beggary is a sign of growing poverty odigence and an
occupation of last resort, but is potentially lidke crime and illicit
activities [Collective for Social Science Reseal@®d04a, 2004b)].
Brick kilns are another major sector where debtdage is common:
for many workers, earnings are so low that theynoameturn their
loans or advance payments even over a couple afsy@akistan
Institute of Labour Education and Research (20a3)ing the period
of structural adjustment and economic reforms, timemployment
problem gets further aggravated as a result ofafigation and
restrictions on collective bargaining in order tyact increased foreign
direct investment (FDI) [see Ghayur (2001)]. Ristngnds in poverty
can only be arrested if enough productive and remrative jobs are
created, and this is possible only if investmentele increase [Jafri
(2004) and Kemal (2004)].

V. ANTI-POVERTY PROGRAMMESAND POLICIES

1. From Analysisto Action

The fundamental purpose of conducting poverty swds to
help policy makers in developing programmes andcjgs which
would reduce poverty incidence to a level thatassidered socially
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tolerable and acceptable by a significant propaortdd both domestic
and world public opinion. The pressure for reducpayerty levels
within the country arises from the existing polticstructure and
facilitates in controlling public discontent withe living conditions of
a large majority of the people who are unable toetmibe basic
expenditures for a reasonable existence.

The international concern for high levels of poyeit other
countries stems from the adverse consequenceththatorld economy
faces in the form of mass cross-border migratiavil strife and since
9/11 threat of international terrorism in a pericaf global
interdependence and rapid technological changes. ifiternational
community has become increasingly sensitised teetliereats in recent
decades. Its awareness of the problem of povengsacthe world
reached a crescendo at the beginning of the 2hstirgeculminating in
the declaration of Millennium Development Goals@is), which call
for halving the incidence of poverty by 2015. Altlgh this goal seems
to be unattainable well beyond the stipulated pkfoy most countries,
especially Pakistan, both the domestic and intemmal pressures for
reducing poverty at a much faster pace have costinto gain
momentum.

Pakistan has from time to time launched anti-pgvert pro-
poor programmes and policies (under varying nonaguas) to reduce
substantially the incidence and severity of pove®pme of these
programmes have been in existence even before éendepce. Most
such initiatives started as state sponsored andeflirprogrammes,
often with substantial support from foreign dondrle primary reason
for state intervention in reducing poverty was feFception that the
market mechanism by itself was insufficient to tifie poor from the
abject level of poverty experienced by a high prapo of population.
While the market was seen as a useful source tongting productive
activities, its ability to alleviate poverty wasspect because of its very
nature. The driving force of the markets is the dathfrom affluent
sections of the society who enable it keep theitprafe high, while
catering to the needs of the poor in the absengewrnment subsides
often results in financial losses. Investment rifrastructure in the
rural areas or in locations of high concentratioh l@ewv income
households or in public goods like education aralthehardly attracts
private investment. These considerations led topteponderance of
public sector projects directed towards the allgeaof poverty as a
primary goal in the early period of development.
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However, with the deteriorating capacity of publsector
delivery systems and the absence of credible atability structures
to oversee public expenditure, especially thoseni¢d for reducing
poverty, the state’s reputation in implementingtspcogrammes was
severely damaged, especially among the donors.s, Mile until the
1970s, most poverty alleviation and social protecfirogrammes were
carried out by central or provincial governments,thie 1980s and
beyond, increasing proportion of poverty alleviatiprogrammes are
either being implemented by the NGOs often withigd linput of donor
funding or by the private sector, as in the cas#limfocredit finance
and school education.

The rise in the incidence of poverty along with inarease in
awareness of the extent of poverty has pushedithdil countries as
well as the international community to develop ¢egl programmes
for the alleviation of poverty. In Pakistan, givdre institutional and
financial constraints, the social protection siggtdo reduction of
poverty has included programmes like public wotksgeted financial
assistance, and programme that involved the useintdrmal
community based social security, such as the support programme
and microcredit schemes.

2. Rural Works Programmes

The political and economic environment for undertgkpoverty
alleviation measures in the early 1990s calledrforeased reliance on
market forces and the building and strengtheningoaial safety nets
largely with the involvement of NGOs. Both the domaand the
government found it expedient to undertake poveatieviation
programmes through the involvement of local comries rather
than through bureaucratic mechanisms, as in tis¢, paen though
some of the state-funded programmes such as thiag®iAID
Programme of the 1950s and 1960s, had made coakldampact in
involving local community in development.

Although not conceived purely as poverty alleviatio
programme the Village-Aid programme which lasteddweer a decade
was aimed at gaining grass root support for congnsive rural
development and reducing the political power oflawning classes.
The programme was centered largely around buildingal
infrastructure such as roads, bridges, canals m®ans of spreading
modernisation in the rural areas. It was fundeddlr by the United
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States and was an integral part of the First FiearYPlan. With a
checkered history, rural works programmes were igoatl by both

Ayub Khan and Bhutto regimes as Rural Works Prognan{1962—

1972) and as Peoples Works Programme (1972-1988)ough both

programmes had political motivations, they contihue be run by
bureaucrats although they were also used by todawarcontact of
local level person. It is significant that both uky Khan and Z. A.
Bhutto carried out significant land reforms, atskean paper, neither
the rural development programme nor the land reddneiped much to
alleviate poverty.

In an interesting debate in the PSDE on the relalip between
rural development and rural poverty, John Mellord awilliam
Thiesenhusen, contrasted the role of state and &Qrammes of
rural development [see Mellor (1991); Mellor andnBde (2006);
Thiesenhusen (1991) and Naseem (2001)]. Howeveile veh large
number of poverty alleviation projects were laurdchéy the
government since the 1990s, such as the Rural Supwogramme,
Microcredit programme, Women Empowerment programanaed at
alleviation of poverty, there is no comprehensitigdg evaluating the
overall impact on the reduction in the incidencepoferty. Much of
the explanations on the activities of these prognasiare hidden in the
Annual Reports of the NGOs involved in them butdssaics and
researchers have not paid adequate attentiontm the

In the 1990s, with the steady withdrawal of theéesfeom social
sectors, poverty alleviation strategies were dagdiowards building
and strengthening social safety nets, largely Wighinvolvement of the
NGOs. For a detailed review, see Zaidi (1999), Has€2001), and
Khan, et al.(2003).

The political and economic environment for undertgkpoverty
alleviation measures changed once again afterntieota decade long
democratic civilian rule in the wake of militaryk& over by Gen.
Musharraf in 1999. In his first two years of Géfusharraf's regime,
the NGO sector received a big boost with the indactof three
prominent NGO activists in his Cabinet including tate Omar Asghar
Khan who headed a renowned NGO on Environment aowerB
Alleviation, called SUNGI. However, the regime sogat involved in
the war on terror following the 9/11 attack and Hitite time for any
serious programme of poverty alleviation.
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3. Role of PRGF and PRSP

Concurrently, there was a change in the dispensatigpoverty
alleviation funds by the international financiasiitutions and the IMF
renamed the economic and structural adjustmeniitfaESAF) under
which Pakistan had earlier negotiated a loan, asPibverty Reduction
and Economic Growth Strategy (PRGS) which provittedMusharraf
government a new vehicle for accessing aid for pgvalleviation,
although its purpose was primarily to carry on cmal adjustment
and stabilisation policies under the IMF auspidésge government was
also enabled to pursue its pet programme of deaésation and
devolution through the formation of National Redoustion Bureau.

As a result, Pakistan concluded an agreement WwahiMF on
the Poverty Reduction and Growth Facilitation (PR@GF$1.3 billion
in early 2002. The signing of the PRGF was followby the
rescheduling of $12.5 billion of Pakistan’s officidebt to the Paris
Club. These measures created the fiscal spacesaegd® accelerate
growth which was used as the principal means oéggweduction.

Under their flagship poverty assistance prograntime,Poverty
Reduction and Growth Facility (PRGF), the IMF ahd tVorld Bank,
made poverty reduction and growth the lynchpintefilending to low-
income countries for almost a decade since Septerhb89.To make
its support more flexible and tailored to countryeds—qiving it a
“home-grown” character, the IMF later replaced RRGF with the
Extended Credit Facility (EFF), which will make sync with the
objectives of a country’s own poverty reductiorastgy.

After the introduction of the Poverty ReductiondaGrowth
Facility (PRGF) by the IMF and the World Bank, anmther of steps
were undertaken by the government of Pakistan ndwct the research
on poverty reduction through the establishment fed Centre for
Research on Poverty Reduction and Income Distobu(CRPID) in
the Planning Commission.

The GoP’s Poverty Reduction Strategy Paper (PR&P]
(2003b)] is the principal official framework andaegy for this task
and is operationally linked to Pakistan’s committsemunder the
Millennium Development Goals (MDGs). The four pifaof the
PRSP? are: (i) Accelerating economic growth while mainiag

ZPRSPs are prepared by governments with the actwticipation of civil
society and other development partners. PRSPshare donsidered by the Executive
Boards of the IMF and World Bank as the basis fancessional lending from each
institution http://www.imf.org/external/np/exr/faprsp.htm
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macroeconomic stability; (i) Improving governandgi) Investing in
human capital; (iv) Targeting the poor and the euéble.

Under the PRSP, the existing social safety netrnarages were
strengthened and streamlined. The main programha¢existed under
social assistance were Zakat, or cash transfereflificom a religious
levy, Baitul Maal (BM), tax funded cash transferawlana Pakistan
(TP), or healthy Pakistan—a school feeding programfor girl
students, and a non-targeted wheat price subsidydet) social
insurance, the main programmes were the Employégt\@e Benefit
(EOBI), the Workers’ Welfare Fund (WWF), and the [Hayees’
Social Security Institution (ESSI), all of which keefunded using
payroll levies on employers. The PRSP includedrg wde range of
supposedly public expenditures as poverty-reducexpenditure
without any analysis of the impact of those expemds on diverse
sectors such as infrastructure construction, edugaincluding higher
education, and law and order—which largely benefiiee non-poor
and affluent classes. The PRSP met its targetkaiggoverty-focused
expenditure to above 4 percent of gross domestdymt (GDP) by
2005-06, but much of this increase occurred inasscivhere the poor
or the vulnerable were not direct beneficiariesudlly important was
the share of non-targeted food subsidies—which,inaganded to
favour the non-poor relatively more than the pawotwithstanding
some efforts to increase the outreach of Utilityor& and other
subsidised public distribution outlets.

Apart from its primary function of providing finaiad support to
those who become indigent during period of econoramession, or
due to certain disabilities, any impairment of theatural fatalities or
prolonged sickness, the social security systembwen modified in
recent years as an instrument for alleviating piyveaused by lack of
opportunity due to uneven development.

4. Towardsa New Social Protection Architecture

With the increasing focus on poverty alleviationdasocial
protection embedded in the PRSP, there was a tepdeninflate the
expenditure on safety nets as a response to theligpodemands for
increase in pro-poor public expenditures needesbften the impact of
recession and structural adjustment. In 2007-G&aa before the new
democratic government was installed; the experglitur safety nets
was shown as having increased 24 times, largelg assult of the
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inclusion of a large range of non-targeted consuraebsidies,
including law and order and microfinance. To ovemneo such
anomalies and to define the parameters of sociateption, the
Planning Commission set up a task force in 200&kisubmitted its
report in June 2007.

The national social protection strategy (NSPS) 200ds
formally adopted by the government but there wile lor no progress
towards its implementation until 2008 [Gazdar (201The NSPS set
out three broad goals of social protection politje first of these,
which to some extent was already embedded in #madwork of the
existing social protection policies, was the mitiga of risks and
uncertainties faced by poor households to risk &ird secure. The
second goal was to introduce the direct role ofegoment in reducing
social inequity through income transfers and otbgal interventions.
The final and the most radical goal of the NSPS72@@s to counter
social exclusion and marginalisation by promotingial mobilisation
for the poor.

However, until 2008, the NSPS remained confinethéexisting
outlays and interventions under PRSP listed ea(eich as Zakat,
employees’ old-age benefit Institution (EOBI)). TINSPS called for
gradual implementation of reforms spanning oves fiears emphasising a
two-fold increase in total assistance from Rs 1liobito 36 billion. The
total number of beneficiaries from total assistapgramme was to rise
from 2.6 million households to over 6 million. Muof the expenditure
was to be directed towards public works employnsattemes and an
increase in conditional transfers. Although the §$®a well-intentioned
public document aimed at consolidating apparerifpatate schemes and
programmes into a coherent and comprehensive squatection
framework, its broader goals such as income réuliion and asset
transfer, for an active or proactive programme terimg social exclusion
and marginalisation were only peripherally dealthwiThe NSPS, like
PRSP, lacked—at least initially, domestic and lemahership that was
hardly debated in public fora or the Parliamente TRSPS 2007
recommendation for creating a new integrated nmjnigor social
protection was not taken seriously by either thesiwraf or the
succeeding PPP governments.

Serendipitously, the political and economic turmailPakistan
of early 2007 triggered by the dismissal of thegEhlustice of Supreme
Court, which culminated in election of the new gaowveent and the
ending of the General Musharraf's military rule,vgaa powerful
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stimulus to demand for social protection in Pakisfakistani politics
entered a new era of populism after the brief gedbpopulist policies
under Mr Bhutto in the 1970s associated with thenic slogan of
“Roti, Kapra aur Makan” (bread, clothing, and seelt Ironically, both
the PPP and the PML (N), the two parties which aded to power
after elections in 2008, in Centre and in Punjapeetively—the latter
had vehemently opposed the PPP earlier, were cargpefth each
other to support such populist policies.

In its very first budget presented to the Parliamasarly ten
weeks after the induction of the government, anwarhaf 34 billion
rupees was allocated for the Benazir Income Suppoogramme
(BISP) 2008. At around the same time, the Punjabvipcial
government announced its Food Support Programmé)(R®d a
subsidised bread (Sasti Roti) scheme with a tatdhy of 22 billion
rupees. There was a time of competitive populisking place in
Pakistan led by two major political parties, oneiakhsupports the
broad base of economically disadvantaged peoplesadhe country
and the other is based in Pakistan’s most poputaiiqce, the Punjab.

The context of this resurgence of populism was fola- Firstly,
the two parties had entered into an electoralnaiiato fight against the
incumbent pro-military regime, which was widely g@Erved as having
been responsible for increasing poverty and pramgoteconomic
inequalities and an elitist pattern of developm&gcondly, the world
financial crisis of 2008 with its three dimensioifaF) impact on food,
finance and fuel, created a vicious spiral of tidta which hit the poor the
hardest. These price increases eroded the budf¢fe goor families
much more sharply and pushed them towards the nsanfiexistence and
created civilian unrest, on top of the terroristettt that it had been
grappling with for over a decade. The Governmeut toalook after the
balancing of the poor woman’s budget, much more ttree Federal
budget, despite the pressure from the IMF and tlw@ldABank. The
increased funding and enlarged coverage of the-Bi&Rwithstanding all
the problems of targeting and leakages it faced—avassponse to this
pressure, which was increasingly making itself dvan street§®

3By 2009-10, fiscal allocations to the BISP reackédbillion rupees ($590
million). The programme was reported to have redcheme 1.8 million women
beneficiaries in 2008-09, and estimated to havkidea another million women in its
second year of operation. If the average benefidiad four dependants, the reach of the
programme would have extended to over a tenth efhtitional population, or about a
third of the population reported to be under tHeciafl poverty line.
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Although there seems to have been a welcome ghifthé
political perception about the need for well edsiidd and well
targeted social protection schemes to help allepaiverty, they have
in some cases degenerated into dole-out schemeslftical patronage
with an eye on the election cycle. Lap-top, yellmxi, Rozgar
programmes and Danish schools, the benefits of hwhéak out
principally to the non-poor, do not have legitimataim for inclusion
as social safety net programme.

It is too early to speculate whether the BISP atieerosocial
initiatives undertaken since 2008 will evolve froam apparently
become a precursor of a full-blown and universatiadoprotection
architecture with multiple dimensions including ddional support
programmes, emergency relief and health insurahoe.swings in the
policy pendulum between growth and equity and thHenging
international climate on such issues will determivteether the initial
steps taken in recent years will take firm rootd &y the basis for a
truly inclusive development paradigm. The four-adkr#ong discourse
on poverty will have hopefully contributed to sueh favourable
outcome.
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