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INTRODUCTION

Poverty reduction is one of the most important sustainable development goals set by the UN in 2015.
According to this goal, Pakistan must reduce its poverty level to half by 2030 from 24.3 percent to 12 percent.
Pakistan is making hard efforts to achieve this target although the COVID-19 pandemic has made it difficult to
achieve this goal due to severe macroeconomic imbalances in the economy.

This brief provides the consistent data series of poverty in Pakistan from 1998 to 2019 using the CBN
estimation method. If we look at the historical data, it suggests that poverty has declined to some extent in
Pakistan at the national as well as provincial level. Sustained economic growth is considered as the important
driver of poverty reduction and in Pakistan, there is a need to maintain an economic growth of around 6 percent
to 7 percent to alleviate about 30 percent of the population living under poverty. It is evident from the statistics
that the early 2000s were a period of high economic growth and this growth translated into low poverty rates.
Whereas after 2006 GDP grew at a decreasing rate as compared to preceding years resulting in low poverty
decline and subsequently resulting in a greater number of potential poor in the country. Therefore, this
knowledge brief aims to discuss different groups of poor people present in the country by categorising these at
different poverty levels. This categorisation will help us to get a deep insight into the state of poverty across the
country from 1998 to 2019 and will help policymakers to formulate more specific and relevant policies
concerning these different poverty groups.

PIDE’S CONTRIBUTION IN MEASURING & EVALUATING POVERTY
PIDE has a vast history of measuring poverty and its characteristics by conducting various surveys for
reaching the exact figures to help policymakers better understand the phenomena and formulate the right
policies. In reference to this, PIDE conducted surveys in three different rounds (first in 2001, second in 2004
and third in 2010) under a program of Pakistan Panel Household Survey (PPHS).
The various studies have been analysed covering the following aspects of poverty; its characteristics
causes of intergenerational poverty and evaluating the impact of poverty alleviation program.

» By using the data of PPHS Arif and Farooq (2014) analysed the dynamics of rural poverty, its
characteristics, and determinants.

» Another study was conducted to examine the trends in child malnutrition during the last decade
(2000 —2010) using two rounds of PPHS, and to find the correlation between poverty and child



malnutrition. The study reveals that a high level of malnutrition exists among children, but there is
no significant association between poverty and child malnourishment or between perceived food
shortages and child malnutrition. The results rather suggest that exposure to disease is the major
cause of poor child growth, and the latter cannot necessarily be solely attributed to poverty (Arif et
al. 2014).

* The single cross-section data can be misleading to analyse the poverty trap. Therefore, PPHS provides a
better picture of intergenerational poverty. The study of Javed and Mohammad (2014) concluded that a
father’s socioeconomic status remains the most crucial determinant of the economic position of the son.
A plausible explanation can be the lower investment in education does not enable the poor children to
come out of poverty.

- The study on Shocks and Vulnerability of Poor by Haqg (2012) analyses the factors of vulnerability,
defined as households’ exposure to shocks and their limited ability to mitigate the impact of these
shocks by using data of PPHS-2010. The findings suggest that approximately one-fourth of the sampled
households experienced an adverse shock during 2006-2010 in the form of natural/ agricultural shocks
(51.1 per cent), or economic shocks (3.3 per cent), or social shocks (9.8 per cent) or health shocks (35.8
per cent).

* The study by Arif et al. (2012) analysed the impact of government interventions through the Lady Health
Workers Program (LHWP) for improving the health and welfare of the poor in Pakistan.

« The knowledge brief by Igbal (2020) indicates that Pakistan headcount index has consistently declined in

the last two decades from 50.4 percent in 2005-06 to 22.5 percent in 2018-19. However, estimates show

that poverty has declined in all provinces except KPK where it increased from 18.1 percent in 2015-16

to 27 percent in 2018-19 (an increase of 8.9 percentage point). It reflects a significant downward

movement of vulnerable in KPK.

The study of Nayab and Farooq (2014) suggested that Benazir Income Support Program (BISP) did not

have an impact on household socio-economic wellbeing across and over time. It has been observed that

there is a need to give space to the poor to grow as mere money handouts would not do so. A cash
transfer cannot be a substitute for opportunity and exclusion from opportunity is the biggest reason for
people staying poor.

Finally, PIDE took out a whole issue of its Policy and Research (P&R) magazine (2021) on issues related
to poverty. This includes measuring poverty by different methods to evaluate the impact of different models on
poverty alleviation like the Social Action Program (SAP) in the 1990s and the different micro-financing
schemes.

The official poverty rates have been estimated using the HIES surveys conducted by Pakistan Bureau
of Statistics (PBS). Different approaches are used for estimating poverty that include Food energy intake
method, Multidimensional poverty index and Cost of basic needs method. Government of Pakistan for the
first time calculated its official estimates of poverty using CBN methodology in 2013-14, reason being
CBN method is considered more efficient as it covers the moderate poverty and uses the criteria of
minimum income required to remain non poor. So, we are using the Cost of Basic Needs Method (CBN) for
ten Household Integrated Economic Survey (HIES) from 1998-99 to 2019-19 for estimating poverty. As the
HIES was not conducted with regular intervals of time so there were some missing values for certain years.



These missing values in the data set have been generated using the interpolation techniques by linear
interpolation methods. This method applies a distinct linear polynomial between each pair of data points for
curves, or within the sets of three points for surfaces. These Poverty lines are adjusted for inflation based
on consumer price Index (CPI). These adjusted poverty lines were then used to estimate poverty levels in
four provinces at rural and urban level.

POVERTY LINE

The cost of Basic Need (CBN) Method has been adopted to calculate the poverty line for various HIES starting
from 1998-99 to 2018-19. The CBN Method uses food as well as non-food expenditures (clothing, shelter,
education etc.) that are necessary for households for calculating the poverty line, focusing on households who
can fully meet the Food Poverty Line at their current level of food expenditures. The estimated poverty line for
1998-99 was calculated at Rs 930 per adult equivalent per month. The poverty line for each year has been
deflated by CPI inflation. The updated poverty line showing the increasing trend due to an increase in inflation,
therefore for the year 2018-19 the poverty line per adult equivalent per month is reached RS 3776. The CBN
poverty lines for various survey years are reported in table 1.

Table 1
Poverty Line Estimates Using CBN Method Adjusted for CPI Inflation from 1998-99 to 2018-19
Years Poverty Line (Rs Per Adult Equivalent Per Month)
1998-99 930
2001-02 1041
2004-05 1227
2005-06 1324
2007-08 1598
2010-11 2341
2011-12 2598
2013-14 3030
2015-16 3250
2018-19 3776

Author’s calculation of poverty line overtime in Pakistan using HIES surveys from 1998-99 to 2018-19.

POVERTY RATES OVER TIME

Poverty rates have been calculated using the HIES surveys and the missing values in the data set have
been generated using the interpolation techniques by linear interpolation methods. This method applies a
distinct linear polynomial between each pair of data points for curves, or within the sets of three points for
surfaces. It is an effort by PIDE to generate consistent series of poverty rates that can further be available for
research purpose.

The below figure shows the poverty trend in Pakistan from 1998- 99 to 2018-19. It can be inferred from
data that poverty estimates showed some mixed trend during the initial years of 2000 and the declining trend of
poverty estimates started from 2005-06 and continued till 2018-19.

‘



Fig. 1. Poverty rates over time from 1998 to 2019
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Author’s calculation of Poverty Line overtime in Pakistan using HIES surveys from 1998-2018.

Table 2
Poverty Rate from 1998-99 to 2018-19
Years Poverty Rate Years Poverty Rate
1998 61.6 2008 44.2
1999 63.2 2009 40.8
2000 64.9 2010 375
2001 66.5 2011 36.4
2002 61.9 2012 33.0
2003 57.3 2013 29.7
2004 52.7 2014 27.0
2005 54.3 2015 24.3
2006 50.9 2016 23.4
2007 47.6 2017 22.4

2018 21.5

Author’s calculation of Poverty Line overtime in Pakistan using HIES surveys from 1998-2018.
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POVERTY ESTIMATES FROM 1998-99 TO 2018-19

When we have a look at rural/urban categorisation of poverty estimates we see that rural poverty is
significantly higher than urban poverty. The reason for these higher poverty figures against rural areas could be
a greater percentage of people especially poor concentration in rural areas where they usually do not have
access to health, education, and employment opportunities. According to Todaro (2000), around 80 to 90
percent of poor individuals in Africa and Asia live in rural areas.

The provincial estimates somehow give a clear picture of poverty across Pakistan at the regional level. In
1998-99, poverty was observed to be highest in the province of KPK at 71 percent and lowest in Balochistan at
55.9 percent but this trend is reversed in 2018-19 as the lowest percentage of poverty which is 16.3 percent was
recorded in the province of Punjab and highest in Balochistan at 40.7percent. Many factors contribute towards
such alarmingly high figure of poverty in Baluchistan of which majors could be high levels of income
inequality and low employment opportunities.

Table 3
Poverty Trends at Provincial Level in Pakistan from 1998-99 to 2018-19

1998-99 61.6 67.5 47.4 61.8 57.0 71.0 55.9
2001-02 66.5 71.9 53.3 63.2 68.2 74.3 74.3
2004-05 52.7 59.4 38.3 515 47.5 64.8 59.8
2005-06 54.3 61.8 39.5 49.4 54.4 64.2 79.6
2007-08 47.6 53.6 35.2 42.7 51.2 515 77.9
2010-11 375 42.8 26.7 35.0 38.1 42.4 47.9
2011-12 36.4 43.2 22.8 32.9 38.6 40.9 56.7
2013-14 29.7 35.8 18.4 25.6 345 27.5 56.6
2015-16 24.3 30.7 12.5 20.8 32.2 18.1 42.2
2018-19 21.5 27.6 10.7 16.3 24.6 27.0 40.7

Author’s calculation of National and Provincial Poverty overtime in Pakistan using HIES surveys from 1998-99-2018-19.
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POVERTY SLABS IN PAKISTAN FROM 1998 TO 2019

The headcount index measures the proportion of the population that is poor, but it does not indicate
how poor the poor are. Therefore, the poverty situation defined through different poverty slabs has very
serious policy implications as grouping people into different poverty slabs help in targeted policy initiatives
for these groups. The five different levels of the poor defined for this research are Ultra poor people which
are 50 percent below the poverty line, Poor-which are between 50 percent to 75 percent of the poverty line,
Vulnerable poor group which are between 100 and 125 percent of the poverty line, Quasi poor- people
which are greater than 125 percent and less than 200 percent of the poverty line and finally Non-Poor
which are people above 200 percent of the poverty line. The graph shows that percentage of ultra-poor has
decreased significantly starting from 27 percent in 2005-06 to 5.5 percent in 2018-19. It is a good sign that
extremely poor people have decreased over time. Those defined as the vulnerable poor show a mixed trend
with the highest percentage at 22.1 percent in 2010-11 and lowest at 14.3 percent in 2001-02. Similarly, it
has been observed for the non-poor as the non-poor percentage have increased from 8.5 percent in 2005-06
to 21.4 percent in 2018-19 which means that non-poor people have almost more than doubled from 2005-06
till 2018-19.

Table 4
Poverty Slabs Overtime in Pakistan from 1998-99 to 2018-2019
1998- 2001- 2004- 2005- 2007- 2010- 2011- 2013- 2015- 2018-

99 02 05 06 08 11 12 14 16 19
Bands / Years

Ultra-Poor (>50 % and <75%) 346 395 259 270 210 127 124 9.7 6.4 5.5

Poor (> 75% and < 100% of
Poverty Line) 271 271 268 273 266 248 240 201 179 16.0

Vulnerable (> 100% and <
125% of Poverty Line) 159 143 174 176 192 221 210 205 199 200

Quasi Non-Poor (> 125% and <
200% of Poverty Line) 157 141 210 196 229 290 29.7 336 348 37.2

Non-Poor (> 200% of Poverty
Line) 6.7 51 8.9 85 103 115 129 162 21.0 214

Source: Authors Calculation based on HIES surveys from 1998-99 to 2018-19.



Fig. 2. Poverty Slabs in Pakistan
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CONCLUSIONS

The poverty rate in Pakistan has declined significantly from 1998 to 2019 and also by region urban and
rural. The number of non-poor people has increased from 6.7 percent to 21.4 percent. It means that the overall
poverty level has reduced, and more people have got access to basic facilities like food, health, education, and
employment. So, from the above analysis and literature, we can conclude that poverty levels have declined
across Pakistan due to the following reasons.

(1) Periods of high economic growth translated into poverty reduction.
(2) Successful implementation of traditional and modern programs for alleviating poverty. These
programs include the social safety net programs including the Ehsaas Strategy BISP, WWF and Zakat.

In the end, we would like to suggest that government must set some proper monitoring strategy that
poorest of the poor people are getting benefits from the social safety net programs and these programs are acting
as employment generation opportunities as it will help reduce poverty levels significantly
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