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The Human Development in South Asia Report for 2006 contains a useful analysis of poverty in all its aspects – its scale, characteristics and manifestations – as well as the policies and programmes of South Asian governments to address this challenge. This report is a welcome departure from the usual debate on poverty in our region. I would therefore like to commend the authors for the quality of their analysis and the soundness of their findings. The report rightly suns up and I agree that “The deprivation of a huge number of people has created the potential for social turmoil which, if not addressed, could cause severe damage to the integrity of the region”.


The popular discussion and discourse on poverty has unfortunately become bogged down in what I call the tyranny of measurement. Governments proudly proclaim that the incidence of poverty has gone down because of their successful policies and interventions. Yet they lose the elections and the electorates throw them out of office. Scholars who have made their careers on poverty throughout their professional lives find themselves under threat and verge of extinction if they accept the proposition that poverty has in fact been reduced. They therefore spend days and nights poking holes in the numbers generated by the Governments. Minor problems in sampling methodologies, methods of deflation, the choice of the base year, the representativeness and comparability of surveys, the construction of poverty lines are exaggerated and proclaimed loudly to prove the governments wrong. Official bilateral and multilateral donors whose only raisond’etre for existence is thriving on the mission of poverty reduction find the ground slipping from their feet if the numbers show a remarkable progress.  Their funding sources from the parliaments become jeopardized and the continued expansion of their programs and staff face the risk of curtailment. The NGOs who play on the guilt complex of the well-to-do segments of the population for their sustenance are unwilling to admit that any sustainable improvement can ever take place. The think tanks who derive their support from well meaning individuals or organizations interested in poverty reduction can see their funding source dry up sooner than later if messages of their reports are favourable or positive. The doom and gloom day scenarios and the negatives therefore occupy the preeminent space. 
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The media in their newly found role of a watch dog try to raise doubts about the credibility of the governments in power by playing up the differences in the estimates of poverty headcount prepared according to different methods.

So we have innumerable reports, studies, papers, seminars, media events emanating from these stakeholders proving or disproving, defending or attacking, responding or asserting, denouncing or celebrating their respective view points. The debate switches back and forth from absolute poverty to relative poverty, from international definition of $ 1/ day to the national poverty lines, from consumption expenditures to income, from consumer price surveys to GDP deflators, from the choice of base year that was idiosyncratic to the terminal year that was exceptional, from the caloric base to the basic needs, from income poverty to multifaceted poverty. Some of those engaged in the debate use the increase in the absolute numbers of poor as the evidence of the rise in poverty while others use the decline in the proportion of the poor to rebut these findings. Yet in other cases, individual vs household welfare measures, rural vs urban poverty differences, gender disparities in poverty reduction, the rate at which poverty in rising or declining, the chronic and extreme poverty constructs, the depth of poverty, the vulnerability of the poor to transitory shocks, the distance from the poverty lines are deployed to substantiate or debunk the arguments on either side of the debate.

In several of our countries the discrepancies between poverty estimates based on the national income accounts and those derived from the income and household surveys are the bone of contention, the urban and poverty consumption baskets of the poor are challenged, the inadequacies of conversion of local currencies to purchasing power parity dollars are pointed out, the arbitrariness in the construction of poverty lines is exposed and the proxy indicators that are at variance with the results of the poverty measures are used to demonstrate the hollowness of the positive claims. The Government’s spin masters keep arousing the sentiments of their detractors by propagating even modest gains as big achievements of their own actions. When the Government officials disclose that the incidence of poverty has fallen in a country the detractors bounce back by pointing to rising income inequalities and regional disparities. They tell you that seven Indian States with 55 percent of poorest population enjoy only one half of per-capita incomes earned by the richest seven states having 33 percent of population. Consequently poverty in the Southern States is only 18 percent compared to the poorest Northern States where it is twice as much – 35 percent. But the ideologues among those who believe that growth does not help poverty reduction are at the same time shy to admit that the growth rate in the Southern States has averaged about 5 percent a year compared to 2 percent in the poorest Northern States. This selectivity in the presentation of facts is not considered anything wrong by scholars whose fortunes will wane if they depict the whole picture. Straw men are built and demolished constantly.

Ladies and gentlemen, I find this whole discourse and debate focusing on the measurement, point scoring, claims and counter claims not only sterile but extremely unhelpful. We all know in our hearts that the data collection, construction of poverty lines, definitions of who is poor and who is not poor, the approaches in methodologies all suffer from serious limitations. We are all aware of these limitations and fully recognize them. While we should certainly keep on sharpening the measurement tools, refining the definitions and poverty lines, improving the methodological techniques we should not lose sight of the forest by wasting our energies and efforts on counting trees all the time and incessantly quibbling about the numbers and the ratios. We have to look at the larger and bigger challenge as to how we can work on reducing the incidence of poverty from our countries whether the starting point is 30 percent or 25 percent. These translate into numbers ranging any where between 500 million to 375 million poor in South Asia – these are still huge numbers.


Measurement is important and I don’t for a moment wish to de-emphasize its importance. But in my view the measurement is only the beginning of a long drawn process in which we explore the mechanisms through which growth and poverty might be related to each other. As T.N Srinivasan points out

“An association between aggregate growth and reduction in poverty does not imply a one-way casual relation between growth and poverty. Further, it could take several years before an acceleration in growth results in poverty reduction and also only sustained increases in growth and not any temporary and reversible increases could bring about a reduction in poverty”

Empirically it has been found that many developing countries have generated rapid growth while at the same time reduced poverty and inequality. Growth elasticities of poverty, however, have differed across countries and across periods. Ravallion estimates that a one percent rate of growth in average household income or consumption will bring anything from a modest drop in the poverty rate of 0.6% to a more dramatic 3.5% annual decline. His results also suggest that the main proximate cause of the low overall rate of poverty reduction in the 1990s was not rising inequality but too little growth. Other countries have promoted growth but poverty has worsened and inequality has improved. There are many cases of rising inequality during spells of growth while poverty is reduced. Some countries have also reduced poverty and/ or inequality at the cost of slower growth.  In South Asia, given the heterogeneity in ethnicity, religion, language, culture, increasing inequality can exacerbate social tensions and generate conflicts. According to the World Bank South Asia has the World’s largest conflict-affected population – about 71 million people and Sri Lanka could grow 2-3 percentage point faster without the civil conflict. Conflict diverts scarce financial resources of the governments from development expenditures to military expenditures. Private investors also keep away from conflict ridden regions and areas. 

Policies aimed at poverty reduction will therefore have to be accompanied by better distribution of income across classes, regions, ethnic groups, castes, gender etc. Are there policies and interventions that can tackle underlying disparities and promote growth at the same time or with some lags? Or are any tradeoffs involved in sustaining high rates of aggregate growth and pursuing a more shared distribution of gains in the specific context of countries in this region?  With the poor human resource endowments, tough physical terrain, strong cultural and religious beliefs and traditions can the people living in the tribal and remote border areas be assimilated in the mainstream economy without sacrificing substantial growth for the economy as a whole? We do not have hard, rigorous evidence to address these and other questions.  We have to therefore move beyond the simple correlations between growth and poverty at cross-country levels to in-depth country analysis. We have to understand the correlates and determinants of poverty and income inequality, the responsiveness of the poor to different policy instruments, the effectiveness of various targeted interventions and social protection measures, the impact of removing micro-economic distortions upon the lives of the poor, the capacity of sound institutions and good governance in delivering public goods and services to the poor. Why are the human development indicators in South Asia so low despite high growth and improved resource allocation towards social sectors? Even where these indicators are impressive such as Sri Lanka why is that two-thirds of primary school graduates lack basic language and mathematics skills? These are major substantive, analytical and empirical issues that need to be grappled and researched. It does not matter to me whether the Government of Pakistan is right when it claims that the incidence of poverty is 24 percent or the World Bank puts the figures at 29 percent. We still have anywhere between 38 to 46 million people living under miserable and sub-human conditions. What difference does it make whether the right number is 8 million higher or lower than claimed by either side. The fact remains that 80 percent of the poor live in the rural areas, poor families in the urban areas live in squatters, katchi-abadies, shanty towns, jhuggies. The poor do not have access to toilets, basic sanitation or drinking water. The environment around their abodes is filthy with open sewage flowing in their unpaved gallies, piles of garbage and toxic wastes surround their houses and the goats, chicken and cows compete for the limited open space in their neighborhoods.

Their sources of income are highly unstable, transitory and outside their own control. The land mafias who have settled them and their families in the cities on the illegal state land are constantly extorting and blackmailing them. The police and municipal authorities collect their bhattas from them regularly whether they have earned that week or not. Their children cannot go to school because they do not have the right sifarish or the bribes to pay. In rural schools the teachers do not turn up for duty. When the head of the poor household falls sick it means starvation and hunger for the entire family. When their families fall ill they have no other option but to go to quacks because even the so called free government clinics will either charge them informal fees or the doctor won’t be there to see them. Even if the doctor is there they can’t get the medicines. In case they have any problem with a government department they have to find an intermediary to approach that official for getting their rightful work done. If God forbid they are involved in any litigation they have to go to the courts every few weeks as the cases are adjourned and they have to forego earning their livelihoods for those days while incurring expenses. Their eligible daughters cannot get married because they do not have any dowry to offer. Their young sons are lured away by the religious extremist groups who offer them full stipends and free boarding and lodging facilities at madrassahs and recruitment to their jihadist groups. Alternatively, as the fascinating book Maximum City by Suketu Mehta about Bombay documents (based on his personal experience) these unemployed youth become the fertile targets for the gangsters and criminal groups for induction in their ranks. Innocent lives of the poor are lost in the struggles for establishing the ascendancy or supremacy of particular gangs within the particular territories. Police are active accomplices in prostitution, gambling, illegal arms, crimes of all kinds and collect their regular payments from these gangster groups. Honour Killings of Women, Social Ostracization by extended families of young girls who get employment in garment factories, harassment and unnecessary character assassination of the working women, forced marriages by feudals and rich old men from within and outside the country, reluctance of in-laws to allow qualified women doctors to practice their professions are the issues that exist in our South Asian societies whether the number of poor is X or Y or Z.

This may be a broad sweeping generalization but let us concede that with few exceptions, the poor in our region are disadvantaged in sharing this growth due to the behavior of other individuals, the functioning of markets and the institutions of the state. The legal system in South Asia is costly for the poor and far from being impartial or efficient in enforcing contracts and redressing wrongs committed by other individuals against them. Markets in which the poor sell their goods and labour are not competitive and the dice is loaded against them. Prices of Agriculture goods on which most of the poor depend are notoriously distorted by public policies and market structure. Credit constraints do not allow them to take advantage of production technologies that can raise their income or smooth their consumption.

In addition to these market failures and the weak enforcement of legal rights the main cause of poverty in South Asia, in my view, is unequal access to public goods and services. As the poor are not well endowed with assets and the returns they receive on these assets including labor are sub optimal they are unable to generate private incomes that can lift them out of poverty trap. It is the public income that should accrue disproportionately to the poor from the goods and services provided by the government that can augment their private incomes. But if the conduit through which these goods and services to the poor are to be distributed i.e the institutions of governance, are either clogged or leaking or are dysfunctional or captured by the elite the intended benefits do not reach the poor despite the best policy framework and best intentions of the governments. Access to public goods and services in South Asia is rationed by contacts, influence and connections. The poor segments of the population possess neither of these attributes. They are therefore disadvantaged in the allocation of these goods and services which are income augmenting and hence remain submerged in the lower end of the strata. This crisis of governance rather than preoccupation with different measures of poverty and the precise numbers of the poor should engage all of us – the government, private sector, civil society academia, think tanks etc. in our endeavours.


This crisis of governance is further exacerbated by the widening gap between expectations from the governments and their capacity to deliver. It is becoming quite rare to find an incumbent government win the elections in any South Asia state. At the recent elections of the State Legislature in Uttar Pradesh – the most populous state of India with 180 million people – the ruling party of Mulayam Singh Yadev lost while Mayawati the previous Chief Minister thrown out of office in the last elections is back to power. The Congress Party ruling at the centre could win only 21 seats in a house of 406 members. Despite the fact that most of South Asia economies have performed relatively well in the recent years the electorates have consistently voted the sitting governments out of office. The Information – Communication – Technology revolution has brought awareness and whetted the appetite of the poorest among the poor for the material goods they had not seen before. When they are unable to meet these demands they put the blame for their helplessness on the government of the day. They exercise the only right they seem to possess – the power to vote after every five years. The poor demonstrate their wrath and anger by voting against the party in power even if they had voted them into power five years ago. Indian political analyst Yogendra Yadav points out “India is perhaps the only large democracy in the world today where the turnout of the lower orders is well above that of the most privileged groups”

The thrust of the argument I am making is that we should desist from indulging in this sterile debate about how many people are actually living below the poverty line but focus on greater evidence – based solutions and policy actions that can lift as many of the poor as possible out of poverty. There are governments who are doing their utmost to improve the lot of the poor. Social Protection schemes and conditional cash transfers in Bangladesh seem to be working well. There are NGOs and Civil Society organizations whom I have visited in India, Bangladesh, Sri Lanka and Pakistan doing commendable job within their own modest resources and capacity with or without partnerships with the Government. There are academics and research scholars who are carrying out extremely useful empirical studies to help us enhance our understanding and to suggest suitable policy actions. There are private sector companies who are helping the poor through corporate social responsibility initiatives and more broadly by generating employment opportunities. There are individual philanthropists and charitable organizations providing health services, ambulances, shelter homes, educational facilities, scholarships to the poor and the vulnerable groups. There are microfinance institutions spreading their net throughout South Asia empowering women and the down trodden. We have to learn from these success stories that have made the difference in the lives of the poor, draw generalized lessons from them and replicate these successes elsewhere within and across the countries.  A decade ago if somebody had mentioned to me that by 2007 we would have reached 100 million families accessing microfinance I would have laughed at him. But this is a reality today. We have all learnt from one successful experiment started only three decades ago in Bangladesh that the poor women are good borrowers and can be trusted with credit. Removing this constraint has proved to be a powerful means for augmenting incomes and alleviating poverty. Improving governance by devolving authority, decentralizing functions, de-concentrating resources, delegating powers to the lower tiers and holding them accountable for the results and outcomes rather than for inputs are some of the doable propositions that have been tested, tried and proved successful. Why is it that despite this learning we are unable to replicate these lessons into widespread practices in our region. To me, this is the real challenge for all of us.

I would also like to add my voice to those who are careful in distinguishing between poverty and income inequality. These two terms are used too loosely and interchangeably while analytically they are two different concepts. Poverty is viewed in absolute terms e.g the proportion of the population living below a defined or chosen threshold while inequality is viewed in relative terms e.g the shares of national income accruing to the top 20 percent and the bottom 20 percent of population and the ratio between the two or measures such as Gini Coefficient. In China, the incidence of poverty has dramatically fallen to about 9.9 percent but the increase in the incomes of the bottom 10 percent during the last decade has been only 42 percent compared to 168 percent in the incomes of the top 10 percent of the population. Consequently, the Gini Coefficient in China is much higher today than what it was in the 1990s but is also higher relative to South Asian countries. At the same time China’s record in reducing poverty is unparalleled, unprecedented and highly spectacular. South Asia is a laggard with two and half times more poor living in the region compared to China.


To conclude, the message I wish to convey today is that the Human Development Report 2006 has presented us with a huge body of evidence and a rich analysis which can be used to design successful policies, targeted interventions and social safety nets that can help the poor. Governments in South Asia should not become complacent and pat themselves on the back for achieving high growth rates and making some dent in poverty. The challenges ahead are more daunting as we have anywhere between one third to one fourth of the population still living in miserable human conditions and facing worst levels of human deprivation. We should stop quibbling about the numbers and the methodological nuances, put an end to spinning the numbers and get on with the huge task ahead of all of us – whether we are in the government, civil society, private sector, households and families. All hands on the deck approach will make South Asia prosperous and dynamic region free of extreme poverty. Let us all get on with this job and make our best efforts to achieve this goal within one generation.
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