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The debate on poverty estimates has been reignited in the wake of some recent statements made by deputy chairman of the Planning Commission. Since the economic team of the government has lived outside the country for decades and as such is oblivious to the many developments that have taken place in the country since 2000, I would like to put together all the developments since then in chronological order.

Pakistan did not have any official poverty estimates until 2000-01. Estimation of poverty was considered an academic exercise with many researchers using their own methods, to estimate the incidence of poverty. Accordingly, a large number of estimates were available which created more confusion. 

The Brettonwoods Institutions (the World Bank and IMF) launched the Poverty Reduction Strategy Initiative in 1999 to help developing member countries alleviate poverty through their resources. Pakistan entered into an IMF programme and sought resources under the Poverty Reduction and Growth Facility (PRGF) in October 2001. The World Bank also started negotiation with Pakistani authorities for Poverty Reduction Credit (PRC).

Pakistan needed an official poverty estimate to serve as a benchmark. In order to have a clear methodology for estimating poverty, the government invited all the leading economists of Pakistan who had interest in poverty measurement. The conference was held under the title “National Debate on Poverty Reduction Programme” on March 29, 2001 at the Planning Commission auditorium in Islamabad.

After extensive deliberations, the experts agreed on a methodology whose salient features included, “ i) Using consumption expenditure instead of income as welfare indicators; ii) Using CPI-based inflation to adjust poverty line; iii) Using 2350 calories per adult equivalent per day for estimating poverty line for the whole country”. This methodology was adopted by the government. 

On the basis of the agreed methodology, the Planning Commission estimated the incidence of poverty in Pakistan for the years 1998-99 and 2000-01. They found that poverty increased from 30.6 percent in 1998-99 to 32.1 percent in 2000-01. Using the Household Income and Expenditure Survey (HIES) for the year 2004-05, the Centre for Poverty Reduction and Social Policy Development (CPRSPD) – hereinafter the centre, estimated poverty for the year 2004-05 on the basis of agreed methodology. (The centre was assigned the task of measuring poverty and conducting analysis through PC – I document of the Planning Commission, dated 2005.)

The centre not only estimated poverty for the year 2004-05 but also reestimated poverty for 2000-01. They found that the percentage of population living below the poverty line declined from 34.46 percent in 2000-01 (the earlier estimated number was 32.1 percent to 23.9 percent in 2004-05) with both urban and rural poverty registering declines.

The government constituted a committee headed by the secretary planning division and comprising representatives from the development partners, namely, the World Bank, UNDP and DFID (UK) to validate poverty numbers estimated by the centre. These development partners validated the poverty numbers. The UNDP hired the services of world renowned poverty expert Professor Nanak Kakwani to independently look at the estimates of the centre. He also authenticated the poverty estimates for both the years (2000-01 and 2004-05). Using the HIES for the year 2005-06, the centre, as per its mandate, estimated the poverty numbers for the year 2005-06. They found that the number of people living below the poverty declined marginally to 22.3 percent from 23.9 percent in 2004-05. The World Bank was again invited by the government to validate the estimates. After going through all the details the World Bank wrote in its validation report (May 30, 2008), “The World Bank team endorses the CPRSPD/Planning Commission’s estimates for 2005-06. The team found that CPRSPD/Planning Commission’s poverty estimates for 2005-06 followed the official methodology accurately...”.

The ministry of finance wanted to print the poverty estimates for 2005-06 in its economic survey for the year 2007-08. The Planning Commission was totally against releasing these numbers on the ground that “it will be politically explosive to project these figures in a government document”. After several rounds of discussion, it was agreed to print these numbers in the Pakistan Economic Survey 2007-08.

As per the mandate, the centre estimated poverty for 2007-08 using the HIES of 2007-08. They found that the number of people living below the poverty line declined from 22.3 percent in 2005-06 to 17.2 percent in 2007-08. Both urban and rural poverty also registered declines.

The Planning Commission requested the World Bank to send their experts to validate the estimates of the centre. Both the centre and the World Bank experts presented their findings to the Planning Commission on May 29, 2009. The World Bank experts wrote, “No mistake/error is detected, replicated the results from raw data of PSLM 2007/08 and obtained exactly the same poverty rate (17.15 percent for national; 10.10 percent for urban; 20.60 percent for rural).

To this date, the Planning Commission has not released the numbers. The World Bank, on the other hand, has printed these numbers in their official documents, namely the “Country Partnership Strategy”, dated July 30, 2010 and “Social Safety Nets In Pakistan...”, May 2011.

Why is the government so reluctant in releasing the poverty numbers? To answer this question, I will have to remind the readers that immediately after taking charge of the state of affairs, the present government had formed a panel of economists headed by Dr Hafiz Pasha in April 2008. The panel found that 35-40 percent of the population was living below the poverty line in 2007-08 – up from 22.3 percent in 2005-06.

It is important to note that when the panel was working on poverty estimates, the PSLM survey data for 2007-08 were not available. They estimated the number using methodology which was never revealed by them. It is now exceedingly clear that the estimates were based on flawed methodology.
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