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Povertyreductionisthe mainobjective ofthe globalagendaforsustainable development. Theidentification
of the poor and the evaluation of the extent of poverty has received considerable attention in the design of
cost-effective poverty reduction programs and safety nets. The degree of poverty should be estimated to
assess the budgetary needs, and to evaluate the social safety net programs. Poverty is one of the indicators
used to determine the respective share of each province in the divisible pool of federal transfers to the
provinces through the National Finance Commission (NFC) Award. Thus, the measurement of poverty has
important policy implications.

Pakistan haswitnessed a persistentdeclinein poverty both at nationaland provincial levels. The government
of Pakistan adopted the cost of basic need (CBN) methodology in 2013-14 to estimate poverty. According
to the CBN approach, poverty declined from 50.4% in 2005-06 to 24.3% in 2015-16 (GoP, 2018). Poverty in
both rural and urban areas has also been on the decline with poverty headcount of 12.5% in urban and
30.7% in rural areas in 2015-16. The decline in poverty is more pronounced in urban areas than rural areas.

After the release of Household Integrated Income and Expenditure Survey (HIES) 2018-19, it is important
to revisit the poverty estimates at both national and provincial levels. This note aims to estimate poverty
at the national and provincial levels based on HIES 2018-19 micro-data using the recently adopted CBN
method.

B Methodology

The official poverty estimates are based on the recent HIES conducted by the Pakistan Bureau of Statistics
(PBS). The sample size of the HIES 2018-19 consists of 24809 households; 15936 households from rural areas
and 8873 householdsfromurbanareasofthe country[l]. The government of Pakistan hasadopted the cost of
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basic need (CBN) methodology in 2013-14 to estimate poverty[2]. The estimated poverty line for 2013-14
was calculated at Rs. 3030 per adult equivalent per month. The same poverty line was adjusted for 2015-16
using Consumer Price Index (CPI) based inflation. The updated poverty line for 2015-16 was Rs. 3250 per
adult equivalent per month. Using CPI based inflation, the updated poverty line for 2018-19 is Rs. 3776 per
adult equivalent per month[3].

The updated poverty line was applied on the aggregate consumption expenditure obtained from the HIES
2018-19 micro-data to estimate poverty levels. The consumption aggregate has three main components:

® aggregate nominal consumption expenditure: which includes all food and non-food expenditures
of the household converted into the same time unit, for instance annual, monthly or weekly
expenditures.

@ spatial price index: to adjust for the cost of living differences across space or regions.

@ equivalence scale: to adjust for differences in household size and age composition across
households.

The consumption aggregate includes all food and non-food expenditures that are incurred on a recurrent
basis. Expenditures on durable goods are not included in the consumption aggregate. For the spatial price
index, we use Passche formula and is estimated at the level of a primary sampling unit (PSU). Pakistan uses
a basic adult equivalence scale which assigns a weight of 0.8 to each individual below the age of 18, and a
weight of 1to each individual age 18 and above. The final welfare aggregate used for poverty measurement
in Pakistan is the spatially adjusted monthly per-adult equivalent consumption expenditure.

B Poverty Estimates: Magnitude and Trends

Table 1 presents poverty estimates at the national level as well as for the rural and urban areas for the
2018-19 period based on the CBN method. For comparison, the corresponding estimates for the previous
survey year 2015-16 are also given in this table. The estimates show that around 21.5% of people live below
poverty line in 2018-19 in Pakistan. Around 10.7% population live below the poverty line in urban and over
27.6% in the rural areas in 2018-19. Overall poverty declined by 2.8% from 24.3% in 2015-16 to 21.5% in 2018-19.
The decline in poverty in urban areas is 1.8% while that in the rural areas is 3.1% (Table 1).

Table 1: Poverty Incidence

National/rural-urban po) I [ 2018-19 Change in poverty
areas (%age point) (%age point) (%age point)

National

Rural

Urban

Source: Author’s own estimates based on HIECS 2015-16 and HIES 2018-19 micro data published by the PBS

Over the last decade Pakistan's poverty headcount has witnessed a persistent decline both at the national
and regional levels. Table 2 presents poverty estimates since 2005-06. Proportion of people living below
poverty line has declined from 50.4% in 2005-06 to 22.5% in 2018-19. Poverty in both rural and urban areas
show a declining trend.
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Table 2: Poverty trends, 2005-06 to 2018-19

Poverty Incidence (%age points)

Change in Poverty (%age points)

National Urban Rural National Urban Rural

2005-06 50.4 36.6 574 - § -
2007-08 44.] 32.7 497 6.3 39 7.7
2010-11 36.8 26.2 421 7.3 6.5 7.6
201112 363 22.8 43] 0.5 34 1.0
2013-14 295 18.2 356 6.8 4.6 7.5
2015-16 243 12.5 30.7 52 5.7 4.9
2018-19 215 10.7 27.6 2.8 1.8 31

Source: Author’s own estimates and GoP (2018).

The provincial estimates are given in Table 3. Punjab is the least poor province (16.3%) while Balochistan is
the poorest province (40.7%) in Pakistan. Poverty has declined in all provinces except KP where it increases
from 18.1% in 2015-16 to 27% in 2018-19 (an increase of 8.9 percentage point). It reflects a significant
downward movement of vulnerable in KPK.

Table 3: Poverty Incidence at Provincial level

Poverty Incidence (%age Poverty Incidence (%age Change in Poverty
points) 2018-19 points) 2015-16 (%age points)
All Urban Rural All Urban Rural All Urban Rural

Punjab 16.3 8.8 20.6 20.8 9.9 26.2 -4.6 -1 -55
Sindh 24.6 10.4 40.0 322 15.4 4911 -7.6 -5.0 -9.0
KpP* 27.0 16.8 29.0 18.1 10.0 19.9 +8.9 +6.8 +9.]
KP 26.2 16.5 28.2

Balochistan 40.7 247 46.7 422 26.4 482 -1.5 -1.7 -1.4
Pakistan* 215 10.7 276 24.3 125 30.7 -2.9 -1.9 -3.0
Pakistan 21.3 10.6 275

Source: Author’s own estimates based on HIECS 2015-16 and HIES 2018-19 micro data published by the PBS. KP* gives
poverty estimates after excluding the FATA. Similarly, Pakistan* estimates are calculated after excluding FATA.

B Bands of Poverty

The poverty profile in terms of poverty bands is very insightful for policy formulation as it groups the
population into different bands which need different policy initiatives. The poverty bands given in the
Table 4 below show that almost 5.5% of population falls in the category of extreme and ultra-poor. On the
other hand, 16% poor are the border line cases while almost 20% is vulnerably placed.
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Table 4: Poverty Bands at National and Regional Level in Pakistan

Poverty Band National Urban Rural Punjab Sindh KP Balochistan

Extreme Poor
(< 50% of Poverty Line) 0.3 0.1 0.4 02 0.4 02 0.5

UItraJ)oor
(> 50% and <.75% of 52 19 7.1 33 6.9 6.9 .4
Poverty Line)

Poor
(> 75% and < 100% of 16.0 8.7 20.2 12.8 17.3 19.9 28.8
Poverty Line)

Vulnerable
(> 100% and <125% of 20.0 14.3 232 18.2 19.8 22.8 283
Poverty Line)

%Jasi Non-poor
(> 125% and < 200% of 372 39.6 35.8 39.6 36.3 355 239
Poverty Line)

Non-poor
(> 200% of ngerty Line) 21.4 355 13.4 26.0 19.3 14.7 72

Source: Author’s own estimates based on HIES 2018-19
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] For further details on province wise sample size, see HIES 2018-19 report http:/www.pbs.gov.pk/sites/default/files//psIm/
publications/psim_hies_2018_19_provincial/key_findings_report_of_plsm_hies_2018_19.pdf

[2] For further details on cost of basic need (CBN) approach; see (GoP, 2018).

3] CPI based inflation figures for fiscal years 2015-16 to 2018-19 are taken from annual reports published by the State Bank of
Pakistan (SBP, 2019). http:/www.sbp.org.pk/reports/annual/arFY19/Stats/Eng/Chapter-1.pdf. Various studies have used CPI based
inflation estimates to readjust poverty line (GoP, 2018; Igbal & Awan, 2015). The reported inflation for FY15 is 4.5, FY16 is 2.86, FY17 is
415, FY18is 3.92 and FY19 is 7.34.
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