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ACCORDING to a study conducted by the Centre for Research on Poverty and Income Distribution (CRPID), 63 per cent of the poor in Pakistan are now in the category of ‘transitory poor’. The State Bank of Pakistan (SBP) mentions in its annual reports that the standard definition of ‘transitory poor’ includes those households that are below the poverty line for most of the time but not always during a defined period.

The rest of 32 per cent and 5 per cent of the population that subsist below the poverty line are ‘chronic’ and ‘extremely poor’, respectively. They are those households that are always below the poverty line, all the time during a defined period. Similarly, on the other side, 13 per cent and 21 per cent of total non-poor (above the poverty line) were classified as ‘transitory vulnerable’ and ‘transitory non-poor’, respectively.

This is an alarming situation as more and more people are moving from transitory category to chronic category, courtesy inequitable distribution of income and wealth, monopoly over assets and regressive tax policies. Rulers in Pakistan have never shown any commitment for economic and social justice as their prime political goal. One wonders if the new government, badly trapped by the forces that matter on issues such as restoration of deposed judges, is cognizant of this state of affairs and devising some practical ways to overcome it.

Unfortunately, nobody during the last five years has conducted a comprehensive research to determine various dimensions of great rich-poor divide in Pakistan. Different studies (notably that of late A. R. Kamal and Talat Anwar) provide estimates of various inequality indices in Pakistan wherein the Lorenz Curve and Gini Coefficients have been most commonly used. According to A.R. Kamal, studies on income inequality in Pakistan show different estimates arising due to the following five important factors.

Firstly, different studies use different data sets, some based on Household Income and Expenditure Surveys, others that make use of income tax data, and some other studies splice the two sets of data. Second, while some studies consider inequalities in income, others consider inequalities in the consumption expenditures. Third, while some studies are done for Pakistan as a whole, others examine income inequalities in both the rural and urban areas. Fourth, some studies report income inequalities across households; others report inequalities across population or earners. Fifth, some researchers classify data by deciles prior to estimation of Gini-coefficient; others employ the income intervals that are not uniform.

All studies, however, confirm that income inequality in 2000-2007 had been the maximum compared to any time period in the history of Pakistan. The poorest 30 per cent lost their share while the richest 20 per cent gained in both the urban and rural areas during Musharraf era.

Pakistan’s latest position vis-à-vis some selected nations is illustrated in the following Table.

According to UN Official report, during 1987-99 period the Gini Coefficient for Pakistan was in the range of 0.33 to 0.43, which deteriorated to 0.68 in 2006, yet Musharraf and his “technocrat team” (sic) claim wonderful ‘economic turnaround” during the PML-Q regime. It is a national shame and disgrace; for their insensitivity, indifference and apathy towards the poor masses of Pakistan for which, history will never forgive them.

Inequalities in income in Pakistan, as elsewhere, largely reflect inequalities in the distribution of assets. Since the poor have virtually no assets and the lower middle class own a few assets, income distribution is skewed. Distribution of state land; offer of plots and houses to the common man at affordable prices and instalments; the sale of shares of public enterprises in smaller lots; human resource development; and credit to the micro, small and medium enterprises are some of the ways that might help the poor in acquiring assets. However, the role of official bodies set up by federal and provincial governments in this respect (what happened to the much-publicised Khushal Fund!) is hopeless.

The income inequalities have increased sharply during the last eight years and the trend continues unabated despite tall claims of poverty reduction. The main factors that govern personal income distribution include distribution of assets; functional income distribution; transfers from other households, government and rest of the world; and tax and expenditure structure of the government. The single most devastating factor for increased income and wealth inequalities remains the regressive tax system.

Incidence of tax on the poor during the last 10 years has increased substantively (35 per cent) while the rich are paying no tax on their colossal income and wealth. Study of Pakistan from this political economy perspective is very crucial as our society is fast assuming dehumanising characteristics, unfettered and unchallenged. We are facing economic disparities, starvations, scarcity of eatables, and lack of essential services. The Great Divide in today’s Pakistan between the rich and the poor is assuming alarming proportions and may eventually lead to a civil conflict, if curative measures are not taken immediately.

The writers are visiting professors of Lahore University of Management Sciences (LUMS).

