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Definitions of Poverty

1.0 Why do we need a paper?

In order to design a poverty reduction interventiam implementing agency needs to be clear
about their definition of poverty, and the way ihiah the rate of poverty is to be measured.
Development work is becoming increasingly ‘eviderased’ (for example, the British
government’s Department for International Developméoverty and Social Impact
Analyses areex-antestudies examining the likely social and povertyatedl impacts of a
particular policy change), and there is a growinglyof work that estimates distributional
affects of intervention's,alongside growing emphasis on humanitarian waikdpbased on
sound empirical groundsAn important aspect of this iw we define and measure poverty
has important implications for targeting and policyror example, anonetary approach
(see below) implies increasing money incomes ofividdals and families, whereas a
capability approach requires concentrating efforts on ensuring indiaig’ access to public
services. Poverty levels in a country — and immmunity — will differ according to how it
is measured. For example, in India, 38% of adarésin monetary poverty, whereas 52% of
adults are in capability poverty.

Nonetheless, there is often a great deal of comfusihen governments, donor agencies and
non-governmental organisation’s (NGOs) speak apowuerty alleviation. What exactly do
we mean? Do we want to lessen the suffering ofpih@r, or radically reduce poverty in
society? Whatype of poverty do we wish to alleviate? Without a cleaderstanding of
what poverty is, and how it is measured, any negerientions will lack the focus on helping
those in the most need. In view of our mandateiaritle interests of accountability to our
mission, our donors, and our beneficiaries, thisoisacceptable

2.0 Introduction

Development is aimed at improving the well-being tbé person. So how an agency
understands the notion of well-being is clearly amtgnt. What is a human life, lived well?
What is involved in improving a person’s welfaredstvering these questions define the
fundamental priorities that lead our thinking oromeaemic and social development. Indeed,
answering these questions is essentiaeteelop a conception of poverty. However, there is
considerable disagreement about how to define tb@seepts: does a good life mean simply
fulfilling material needs such as nutritional ingalor should it cover the broader social and
political context? How far below this ideal meamnsiredividual(s) is in poverty?

Notwithstanding these problems, poverty — at thabal, national or community level — is
now widely considered to be a multidimensional peob New perspectives on poverty
have challenged the focus on income and consumpisothe defining condition of poor
people; poverty is a complex set of deprivatidnsThis paper will discuss a number of
different ways of defining poverty below.

2.1 Poverty Type 1: Monetary/Income

The most commonly used definition of poverty nsonetary. It is an “operational”
measurement, adopted by the World Bank in 199@, mieasure of US$ 370 per year per



person at 1985 prices, the “dollar a day” poveme I(it has recently been modified to
US$1.08 at 1993 purchasing power parity prices.is the estimated minimum amount of
money necessary to afford basic necessities andisimiman lif€. Because of problems in
measuring income, it tends to be measured throagbhumption, and poverty is defined as a
shortfall in consumptioh.

The World Bank researchers chose it to make romghraady international comparisons. It
became popular because of its simplicity; althotigihould be recognised that every society
has its own views on what constitutes a minimumdsdad of living and even differences in
calorie intake (see below for details on measurémef number of academics have strong
reservations about the use of this measure of povéfowever, i is part of the development
lexicon; in a world of competing definitions, it ise closest thing we have to a universally
used measure of poverty and it is useful in deteimgiin general terms the percentage of the
population falling under the poverty life.

Conceptually, the approach of measuring povertpraiag to income levels is inspired by a
basicneedsunderstanding of poverty; that humans requirertaicelevel of physical needs —
principally calorie intake — to survive, anythingltw which constitutes poverty. It assumes,
naturally enough, that lack of these requiremenidasely tied to income levels, which can
act as a proxy measurement. Rather than attempainfulfil aspirations of political
freedoms, spiritual fulfilment, social relationsngloyment conditions, our first priority as
humanitarians should be to fulbasicphysicalneedgo sustain human life.

What doestaking this approach mean?
An agency that takes a monetary understanding wémp will retain a strong belief that
economic growth — at the community or national leveis the goal of development
intervention. Programmatically, it means providiogportunities for individuals to raise
their incomes; through direct monetary assistanme, more typically, microfinance
programmes, vocational training, etc.

Data

Decisions on interventions can be made based easila combination of a) levels of

monetary poverty (those living under the povertye)i within a country, and b) refined

through household survey data which break downageetincomes into regional figures.

Interventions are chosen on the basis of areashwduéfer from the highest incidence of

poverty. (This is a pure distributional approach:course in reality an equally pressing

concern is whether an agency has the skills, répataand trust, to be able to reach those
people. That, however, is another matter.)

2.2 Poverty Type 2: Capabilities

The capabilities approach, pioneered conceptually by the Nobel Prize winréegnomist
Amartya Sel!' is based on the contention that poverty is noerdeihed by the lack or
deficiency of money income, but rather by the falwf individuals to realise their full
human potential or live valued lives, defined pmararly through ill health and lack of
education. This approach argues that rather treasuaring income or consumption, poverty
should be measured using indicators of freedorivéod valued life.



This approach emerged in the late 1990s, through UWited Nations Development
Programme’s 199G{uman Development Repprihich defined human development as “a
process of enlarging people’s choices”. The cdipalpoverty measure was based on a
combination of income and non-income measures;utiiroreal GDP per person, adult
literacy, and life expectancy, stating that “unlikeome, capabilities are ends, and they are
reflected not in inputs, but in human outcomes—hi@ guality of people’s livesThis was
indexed in the well-knowrHuman Development Indg¥dDI). This index was meant to
denote “command over resources needed for a dixdeqt .

Closely following the HDI was thelumanPovertylndex(HPI), which measures poverty as
the following: i) the capability to surviVe; (ii) the ability to be knowledgeallleand (iii)
have access to private income as well as publicigioming’ - similar, but negative, criteria
as theHuman Development Report

What does taking this approach mean?

Taking a capabilities approach towards poverty, maelmoking to overcome poverty by
building human capabilities and enlarging humanoopmities. Such human development
models rely on certain core strategies for the iaktion of poverty — in particular basic
education for all, land reforms, credit for the pasguitable growth, women’s empowerment
and good governance.

The HDI and the HPI encompass only three basic extésnof human well-being and still
leave out many important measures of life. For glamthey do not include political
freedom, security and transparency. These indicescaticised for being conceptually
powerful, but practically problematic. They prowsdeery little guidance on what should
constitute the minimally essential capabilitiesaradrom merely citing good nourishment
and ability to avoid preventable morbidity

Data

To measure the incidence of capabilities povertgnwvHeciding on an intervention can be
problematic; although would most easily done usinganalysis of the HPI & HDIAgain,
this can be refined through household survey datd,in particular, qualitative research.

2.3 Poverty Type 3: Social Exclusion / Poverty of P ower

Closely tied to the capabilities approach, the ephaf social exclusion was originally
coined in the developed world to describe the mees of marginalisation and deprivation in
poor inner city neighbourhoods.

It is used to describe a process through whichviddals or groups are excluded from full
participation in the activities of the society irhh they live. This represents a form of
deprivation — referred to aBoverty of power -and is seen as sustaining other types of
poverty. It is a measure of ‘voicelessness’ andigrtessness, which leads to little or no
possibility of the poor receiving entittements; angsing themselves; making demands and
getting a fair response; or receiving support feveloping their own initiativés This type

of exclusion means people experience discriminadimh stigma, and are forced to engage in
economic activities and social relations that kim poor.



Social exclusion is a dynamic notion which explamsat povertyis, not how many poor
peoplethereare, and how it relates to the larger social, econcanid political situation of an
area. Social exclusion is concerned with the ‘psses’ which actually create poverty. It
encapsulates the more subjective, less tangibleyrostances that we associate with being
poor, like low morale or social status, isolatisani social networks or cultural resources,
and depression.

What doestaking this approach mean?

Understanding poverty as an issue of social examtusieans working to restructure social
relations. It means taking empowerment seriowstigiressing the difficult political process
of challenging the layers of discrimination thaegepeople trapped in poverty.

Understanding poverty as social exclusion can aisan a focus of interventions in low-
potential rural areas, politically-marginalisediceg and areas that are not well connected to
markets, ports or urban centres, and as a resullypically overlooked. Additionally, there
are also concentrations of chronically poor peaplearticular slum areas in towns and cities
as well as the millions of homeless people sleepingtreets, stations, parks and burial
grounds.

Data

There is no agreed way through which data on sesielusion can be generated. However,
some advocates point out that many other formsegéldpment data can act as proxies for
social exclusion; for example low levels of liteyaare closely correlated with social
exclusion.

2.4 Poverty Type 4: Participatory Approach

A participatory approach to poverty aims to get people themselves to ppdie in
decisions about what it means to be poor — it m@amsuing an understanding of poverty
from those that we are trying to assisthis is typically measured though participatory
poverty assessments. It is argued that intervenpimgrammes based on participatory
poverty assessments have a greater chance of siddrébe root causes of poverty and
meeting people’s perceived needs.

This approach recognises that drawing on the I¥pegences of people provides an
opportunity to capture the different dimensionspaiverty. Evidence from a number of
participatory poverty assessments reveals thapdor people, there amany poverties or
deprivations; which had not been picked up by othmeterstandings of poverty and many of
which would be practically impossible to measuBmensions of poverty included income-
poverty and material want, but also: poverty ofejrfiving and working in bad places; bad
social, especially gender, relations; aspects sgaarity, worry and anxiety; and pervasively
powerlessness.

Research demonstrates that many factors convergemake poverty a complex,
multidimensional phenomenon. For poor people thérasepoverty is routinely defined as
the lack of what is necessary for material wellAigei— especially food but also housing,
land, and other assets. But more than that, pooples definitions reveal important
psychological aspects of poverty; leaving them gtdble to rudeness, humiliation, and
inhumane treatment. Their inability to fully parpate in community life leads to a



breakdown of social relations. In addition, pooojle focus on assets rather than income
and link their lack of physical, human, social, @amvironmental assets to their vulnerability
and exposure to risk.

What doestaking this approach mean?

Participatory approaches will direct us to lookittgthe poor themselves to identify our
priorities. Often, this might yield surprising us; such as the importance of maintaining
cultural identity — “the sharing of common histooy common culture” — as helping to

stabilise communities and ease the psychologicedsts of poverty.

Data

Using various methods, often of an anthropologitature, analysts involve the class of
people being assessed in defining poverty and pttéondraw up a scale of measurement,
which is locally determined and reflective of tloedl context.

Decisions related to interventions under a paripy method of understanding poverty
will, however, be far more subjective given tha¢rthis no set definition or standards of
measurement, and country to country comparisonxtsemely difficult. A number of
advocates suggest it is a useful complement ta,ath@re standardised, measures.

2.5 Poverty of Assets

Understanding poverty aspoverty of assetsis to recognise that poor people have a diverse
set of assets, physical, human, social, and envieomal. Assets can be tangible/potential,
material/social, that individuals, households, aachmunities draw from in times of need or
crisis.

Physical capitalincludes land and material belongindagman capitalincludes health,
education, training, and labour powencial capitalincludes to the extent and nature of
social networks such as kin, neighbours, and assocs; andcenvironmental assetiaclude
trees, forests, water, and non-timber products.

It is a lack of assets required to live a full humide to the full which indicates that an
individual is in poverty. However, it needs todraphasised here that the assets approach to
poverty is more useful as a means to understanairag type of problems poor people face
(see below).

What does taking this approach mean?

An assets approach is useful as a means to undénstaat poverty is, rather than a simple
way through which it can be measured. It is momamonly used as a means to understand
the challenges and strategies poor people lenes an intervention has been decidedlan
other words, it is a way to determine the type afmunity specific interventions, rather
than to identify poor people at a macro scale.

Data

There is no standardised way to measure a pooorgsrassets. What constitutes an asset;
how to measure it; and how to compare across desrivhere important assets differ from
place to place) are all problematic issues. Howepélrsical assets — such as farming
materials, household possessions, income generqimgment — are frequently measured in



household surveys, and so can be reliably estadlisitHowever, it will inevitably involve
large amounts of in-depth participatory and cominyureésearch, particularly to understand
the nature of social capital.

2.6 Human Rights/ Rights Poverty

Poverty as a breach of human rights is often unaieds not as a form of poverty per se, but
as a strategy through which poverty alleviation t@nbased on international law. It is
important to include in this paper because Unitedtidths bodies (and some other
international non-governmental organisations suelCare International have formulated
strategies based on this approach. This is alewknof course, as a Rights-Based Approach
(RBA).

RBAs hold that a person for whom a number of humigints remain unfulfilled; such as the
right to food, health, education, information, ip@or person. Poverty is thasorethan a
lack of resources — it is the manifestation of egidn and powerlessness. As such, realising
human rights is not distinct from alleviating poyer

While RBAs are no panacea for the intractable gobbf poverty, advocates argue that
when human rights are guaranteed by law, poor pg@pld agencies) can use legal means to
secure their rights to: housing, employment, juagey free association, public health care,
education, no discrimination on the basis of etiyicolour, religion, class, gender etc.,
equal treatment before the courts, political rigltsedom of expression, freedom of religion
etc. Its value lies in providing a legal framewdok poverty reduction strategies. A number
of international development agencies have impleatkehis approach, where poverty is
described in terms ofsociety's obligations to respond to the inalienable rights of
individuals™.

What doestaking this approach mean?

Fundamentally, a rights-based approach differs fpmwerty reduction/human development
approaches to development by claiming that othave lduties to facilitate the fulfilment of

people's rights and fundamental freedoms whichethenecessitates action. This claim is
backed by international law that specifies obligasi that are legally binding under
international law"

Table 1 illustrates differences between the comgnapplied needs based approach to
poverty reduction and human development, and gig¢sibased approach.



Table 1: lllustration of the Differences betweeN@eds Approach and a Rights Approach
(After Collins, Pearson & Delany, 2002)

Needs Approach Human Rights Approach
Works toward outcome goals Work towards outcomepandess goals
Recognises needs as valid claims Recognises tfms lways implies

obligations of the state

Empowerment is not necessary to meet allRecognises that rights can only be realised

needs with empowerment

Accepts charity as the driving motivation fdRegards charity as an insufficient motivation

meeting needs for meeting needs

Focuses on manifestations of problems anBocuses on structural causes of problems, as

immediate causes of problems well as manifestations and immediate causes
of problems

Focuses on the social context with little  Focuses on social, economic, cultural, civ
emphasis on policy and political context and is policy-oriented

The RBAdoescontain many elements in common with other apprescurrently used by
development practitioners: for example, aid intatias that aim at providing social safety
nets and other traditional public services fulfietright to a reasonable standard of well-
being, food, shelter, health, education and/orad@gcurity.

Data

Advocates suggest that the multi-faceted approddiuman rights analyses allow a more
complete analysis of a country's development sdoatvhich potentially captures social and
political processes, can be achieved. The prolaeatysis takes departure in whose rights
and what rights areot being realised. This crucially requires disaggtew data according
to gender, citizenship, social status, ethnicittg,. én order indicate the extent to which
different categories of people are/are not enjoyiveyyr human rights.

This requires studying how people's claims are ggsed by authorities in the different
arenas of negotiation (e.g. customary law, religitaw, statutory law, constitutional law).
Because under international law, all human rightsirdivisible, any meaningful measure of
poverty through this system would be practicallpassible.

2.7 Other forms of poverty



There are three other poverty definitions, which aften dichotomized, and are helpful in
understanding the varying nature of poverty andidentifying different priorities for
different groups of people in poverty.

Chronicv Transitory:

Poverty has a time dimension. Some poverty isrigiezhronic’; other forms are
‘transitory’; where the poor at any particular timave a high probability of improving their
position. To deal with the latter, policies shofddus more on social safety nets that help
people avoid descending into chronic poverty, swash limited term unemployment
allowances, microcredit and skills acquisition pesgmes. When dealing with the
chronically poor however, then more ‘orthodox’ or holistic padis to redistribute assets,
improve basic physical infrastructure, maintainltrelevels, and so on are requir&d.

Potential v Actual

Actual poverty has been discussed throughout thgerpa However, some people not
currently in poverty are vulnerable to it. The vulnerabilityndinsion of well-being is
defined as “the probability or risk today of beimgpoverty at some point in the future”.
Vulnerability to poverty is not only an importargsue to deal with programmatically; it is
also considered a key dimension of well-being, bseadt affects individuals’ behaviour (in
terms of investment, production patterns, and appinategies) and their perception of their
own situation”!

Relative v Absolute

In development work, absolute poverty is unders@a®@eople living below a bare minimum
(of material need, literacy, whatever). Howevenns argue that theelative position of
individuals or households in society is an impadr@spect of welfare tod" In addition, the
overall level of inequality in a country, regiom, mpulation group, in terms of monetary and
non monetary dimensions, is in itself also an ingodr summary indicator of the level of
welfare in that group. Islamic ethics tackles tisisue and relies on individual and private
action to reduce poverty. Policies that promoteitafjle growth — therefore with regard to
implications of increasing relative policy — aretpaf the overall Islamic Bill of Rights and
Obligations.

2.8 Islamic Relief Comment

Clearly, many of the elements of poverty overlapor example, those who asscially
excluded will tend to have fewer opportunities ¢alise their capabilities, as will those with
lower monetary income. It is also important toogruise that many of the above definitions,
are interesting conceptually, and provide usefsigints into understanding the dynamics of
poverty. But they are often difficult to actuaftyeasure in a meaningful way, and so cannot
be used to make meaningful intervention decisidoisea

In addition, it is not incumbent on an implementegent to identify one form of poverty,
while ignoring other elements. For example, micrafce programmes can both increase
monetary income, and provide beneficiaries withintre, resources, confidence, and
economic clout to demand inclusion.

It is important to recognise therefore, that thisr@o consensus — rather many definitions.
However, there is broad agreement that any forpookrty which understands the poor as



simply those lacking monetary income is simplistiberefore, poverty should be viewed as
a multidimensional phenomenon, best understoodemmd of capability deprivation,
encompassing not only material deprivation (meagurg income or consumption) but also
other forms of deprivation, such as unemploymértealth, lack of education, vulnerability,
powerlessness, and social exclusith.

3.0 An Islamic Perspective

Is there a distinct Islamic understanding of poy&iYes there is; and it differs little from a
multi-dimensional understanding of poverty.

There are essentially five groups of activities #mdgs which make up the human needs in
Islam. These are: (a) Religion, (b) Physical qelf,Intellect or Knowledge, (d) Offspring &
Family, and (e) Wealth. The fulfilment of these d®és considered one of the basic goals of
IslamX™

This clearly is important in terms of how we undansl poverty; because the inability of
people to realise these human needs means we gsaideothose people as in poverty. It has
been suggested that: necessities therefore shmlidle the ability to perform the five pillars
of Islam (Belief, Prayer, Fastingakat and Pilgrimage) and calling to the way of God;
protection of life (we might include here accesshéalth services); securing food, clothing
and shelter, education, the right to earn a livingset up a family, etc.

These needs define the foundations for good indalicind social life, are classified into
three levels, or hierarchy, namely (1) necess(tisruriyya); (2) convenienceh@jiat); and

(3) refinementskamalia). Necessities consist of all activities and thitigst are essential to
preserve these five needs discussed above at tast lmainimum for an acceptable level of
living. It is to be understood that at this lewahe has enough to live but not necessarily to be
in some comfort.

Much like other definitions, this implies that dhe five foundations or needs must be
fulfilled; there is not a priority of one need owamother, and if only one of the needs is not
fulfilled, then one is still considered pooHowever, Islam defines two categories of poor:
the poor and needy or destitute. The former arsetlwtho do not possess the “necessities”,
whilst the latter implies those whose level of restiges do not reach half of that of the poor.
It is the destitute or the so-called hard-core patro should receive more attention.
Interestingly, this too seems to mirror the intéioreal development lexicon, which
distinguished between those living on less than U&%lay, and those living on less than
US$2, both of which are in poverty — the formemigaixtreme

It is worth noting that there are different views lmow to define the poor. The Hanafi juristic
school for example defines the poor as those wihve hess than thaisaly although this is
not the majority view\

3.1 Islamic Relief Comment



It is important to recognise that there is no ‘tighhay to define poverty. However, the
above Islamic perspective sits comfortably withie toroader consensus of opinion about
poverty as a multi-dimensional issue; as it is das@ human needs that cannot be reflected
in monetary terms alone. In particular, in asdaroperational measurement is concerned;
the last four types of basic activities and thitiggt make up basic human needs in Islam are
similar to the indicators in the Human Developmielices, which stress the importance of
income, education, and health. Although freedomebgion is indeed an aspect of this well-
being, it is a difficult freedom to measure (thegiiia index is the sole example) and would
be extremely contentious in countries where religireedom (to practice any religion — not
just Islam) is restricted in spite of relative wibal However, yen this concurrence in the
other four aspects of well-being, Islamic Relieh aperationalise an Islamic understanding
of poverty as a means to measure poverty at tlmess in order to inform intervention
choices. In might, in fact, be possible to cordtran Islamic index of poverty, based on
similar data to those used in producing the HumawmeRy Index, although this would
require considerable time and statistical expertidenetheless, this option is explored in
some detail in Annex 1.

4.0 Implications for Programmatic Implementation

Many of the suggestions made above are valuablefanss they lend context to the
discussion about poverty, but they do not necdgsafier clear guidance as to the way
various definitions of poverty can be implementedntprove Islamic Relief's performance.
Therefore, it is suggested that Islamic Relief aséhree-layered approach to measuring
poverty. Creating one measure of poverty, such as an Islaguvalent of the Human
Development Report, might not be practical in tewhsmproving our targeting, instead,
Islamic Relief could create a “rough and ready”geiss to measure poverty at three “levels”:

a) atthe country level
b) at the programme level
c) at the beneficiary level

4.1 Country Level

Islamic Relief can use ex-ante data to create plsimmeasure for the “minimum level of
poverty” that would legitimize an Islamic Reliefwdry programme. Any country falling

below this level would be “eligible” for Islamic Ref assistance. It is not a way of
classifying countries in competition, but ratherway to ensure that we are selecting
countries from amongst the most needy. Many caoesitnould qualify, though some of the
countries in which Islamic Relief currently has grammes in might not.

One simple way to do this is to take the five Istaaspects of well-being, and measure them
by using proxy data:



Groups Aspect of well-
being

Religion Ability to know
about and practice
one’s religion

Physical Ability to buy the
salf basic necessities
Health

Knowledge Ability to be
knowledgeable

Family Set up a family
Wealth Ability to earn a
living

Indicator and sour ce Threshold

Not commonly part of the No quantifiable
development and relief threshold.
‘package’, and Islamic Relief's

willingness to consider

religious deprivation and its

measurement warrant

discussion. Note that Muslim

countries tend to be less free

than non-Muslim countries (see

Virginia indeX).

Percentage living under $1 a 30 Percent of

day (World Bank). population.

Life expectancy index. Bottom 50 percent of
countries.

Education index. Bottom 50 percent of
countries.

All indicators combined into Bottom 50 percent of
the overall Human countries.

Development Index.

GDP index, combined with Bottom 40 percent of

Gini coefficient (measuring countries and/or a Gini

inequalities within a country). coefficient that is
higher than 0.45
(indicating extreme
income inequality).

Countries that fulfil each of the criteria are, jpminciple, eligible for IRW activities.
Countries that fulfil one of more of the criteriaayn in principle, be eligible for sectoral

activities.

4.1.2 Using Data & Deciding Thresholds

Two ingredients in particular are required in comnpyia poverty measure.

a) the relevant dimension and indicator of well-being;
b) selection of a poverty line, (that is, a threshmétbw which a given household or
individual will be classified as poor).



In the above table, indicators and sources of @egaised which provide data that could
guantify the level of poverty according to an Isiamnderstanding of well-being. Threshold
levels have been selected fairly arbitrarily, basedgeneralconsensus of what might
constitute poverty — although this deserves furthsrussion. Certain issues are clear,
consuming less than the minimum medically requicesustain life, for example. How this
scales up at the level of deciding whether an emtétion is in poverty is more difficult, and
as such a relative scale is suggested. This isighsd further in Annex 2.

The primary source, for ease and cost, is from ithéepth indicators that are used to
generate th&Vorld DevelopmenReportsandHuman Development IndekDl) & Human
Poverty Index KIP1). They offer a wealth of data that can be usedinotir purposes. The
HDI of course, offers an indexing of countries lwhsm three measures — and the HPI
similarly, with score indicating the level of potewithin a country. The HDI provides the
following key data:

* Adult literacy rate (% age 15 and above);

* Primary, secondary, and tertiary school enrolmatibs; (taken together these three
indicators form an education index)

» Life expectancy;

» GDP per head

4.2 Programme Level

The prevalence of poverty is only one of many adasitions that play a role when Islamic
Relief determines where to work and what to focas Bhis policy focuses on poverty-
related criteria only, and does not address caitetich as organisational expertise; Islamic
Relief networks; existing NGO activities; the atyiland willingness of the government to
assume responsibilities given to governments aglakarers; and funding opportunities.

Geographical focus

Countries vary widely in terms of the geographmahcentration of poverty, and in terms of
types of interventions that are required to addtkeem (the most obvious is the difference
between rural and urban povertyf the different targeting strategies, geograpaigeting

is attractive due to its simplicity. Existing aggage indicators (for example, infant mortality
or school enrolment rates) can be used to deterpringty regions; and administrative costs
can be kept lowTo ensure that Islamic Relief focuses on relatividprived areas, a visit to
the national bureau of statistics (or a similattitnton) is part of the office establishment
process. If no data are available nationally, IstaRelief can utilise the World Bank’s living
standards indicators which provide data on reldgvels of deprivation within countries.

Islamic Relief can also draw on ‘raw’ and variedadésuch as household assets), which are
available from household surveys; which also permnbre detailed intra-country
comparison; and can be useful where other forndatd are lacking. Multi-topic household

! Islamic Relief does not discriminate on the basieeligion, but its identity as a faith-based arigation may,
in certain communities, benefit or be a disadvaaffag the effectiveness of its programmes. Theyike
effectiveness of programmes, too, may be a coretiderin the selection of programme areas.



surveys are the primary source of macro-level exddeon poverty that are used to support
poverty reduction policies at national and localels. It is generally felt that household
surveys are the most appropriate form of povertasueement, combined with qualitative
studies. Data are generally collected at a natjologkl, household or individual level.
Household surveys tend to concentrate on quangtatata, producing measurable outputs
which can be aggregated at a national level. Famge, both health and education are
typically measured in household surveys in moraitétan the indexes mentioned above.
These data should enable Islamic Relief to conduepid socio-economic appraisal of the
country.

Sectoral focus

Once geographical areas of intervention have bdentified, determining programmatic
priorities is a process that involves a great d#fakconsultation. A rough idea can be
ascertained fronthe HPI, combined with the in-depth analyses predidy theWorld
DevelopmentReports which offer additional, useful data with a numbefr in-depth
indicators such as the following for example:

e Commitment to education: public spending

» Commitment to health: access, services and reseurce
* Health crises and challenges

» Survival: progress and setbacks

» Literacy and enrolment

It is in this stage that Islamic Relief turns tpaxticipatory approach to poverty, and seeks to
encourage people themselves to participate in idesisrelated to the most appropriate
Islamic Relief programme focus. Participatory methgrovide active involvement in
decision-making for those with a stake in a projpcbgramme, or strategy and generate a
sense of ownership in the projects. They are usedls to learn about local conditions and
local people’s perspectives and priorities to desigore responsive and sustainable
interventions; in addition, they have the advantaigexamining relevant issues by involving
key players in the design process, and establighgyahips and local ownership of projects.
The following are the most commons forms of pgoadory methods to define programmatic
priorities:
o Stakeholder analysis. The starting point of most participatory work andcial
assessments. It is used to develop an understaatithg various people involved in
a project and who should participate
» Participatory rural appraisal. Enables development managers to work with local
people to assess and plan appropriate interventionsften involving visual
techniques so non-literate people can participate.
* Beneficiary assessment. Involves systematic consultation with project Hemaries
and other stakeholders to identify priorities anelsign development initiatives
(similar to PRA, but more intensive)

All the usual concerns related to listening to Yo&celess and reaching the invisible apply,
and relevant manuals are available upon request.



4.3 Beneficiary Level

Programmes are typically “targeted” or “universalinder universalism, the entire
population is the beneficiary of social benefitdiath are provided as a basic right. Under
targeting, eligibility to social benefits involve®me kind of means-testing to determine the
“truly deserving”. Since the 1990s (due primatibythe political environment and concern
with efficiency) there has been an increased emglogistargeting as the best way to provide
social services. However, there are a number oflesfges and dangers to conducting
targeting efficiently.

« Targeting has NOT been shown to allocate resowaicasower cost'

* In targeted interventions analysed by UNRISD, uB@8o of intended beneficiaries
are missed by targeting

* It is soundly demonstrated that policies that hédnegreatest impact on poverty are
not necessarily the most narrowly pro-poor, targetees.

» Targeting involves some mechanism that discrimsattween the poor and the non-
poor. As such it always runs the danger of comngtteither type | errors (when
someone who deserves the benefits is denied tlentype 1l errors (when benefits
are paid to someone who does not deserve them).

* Given the growing attention now being paid to sepect and empowerment, the
danger of stigmatisation inherent in targetingrismaportant policy issue.

The ability to measure poverty and identify the pooessential for designing any targeted
transfer programme, and targeting is usually fae@d formidable administrative hurdles.
(Most notably, poor people have an obvious incentty underestimate the sources of their
income etc.) There are four potential ways ofrooming these difficulties:

» use other (less demanding) covariates of povertputih categorical targeting
(geographic alone, demographic, gender, househaddsa on). In-depth study can
reveal which groups are the most deprived and wahg,then selected universalism of
that particular group can be employed. Using lacgtfor example, as a proxy for
poverty-level criteria means taking into accountrialsles such as levels of
marginality, quality of public services, geograpldispersion, rates of illiteracy,
infant mortality, and life expectancies.

* community-based targeting mechanisms are a usefyltavovercoming the problem
of targeting This allows communities to rank thelwse according to their own
perceptions of poverty. Detailed discussions ale Wwéh a large number of people in
each community to define poverty, and to rank tbewmunity according to their
criteria. These methods have been based on patociprural mapping and wealth
ranking. One of the most attractive aspects of dpigroach is the opportunity that it
gives for the people themselves to define their oamcepts of poverty and wealth.

e using a rural participatory appraisal, the commuiiself determines who is in
poverty and what there needs are. However this @so contains local political
demands, gender bias, patronage, clientelism, @od s

 Theda Skocpol has referred as “targeting withinversalism”; in which extra
benefits are directed to low-income groups withie tontext of a universal policy
design and involves the fine-tuning of what aredfamentally universalist policies.



Theability to measure poverty and to identify the pmoessential for designing any targeted
transfer programme. Even if the measurement andtifd@ation does not pose insur-

mountable problems, efficient targeting is chaliaggparticularly because of issues related
to administrative costs, the risk of leaving des®gvbeneficiaries unsupported and
compounding stigma and discrimination. Of cour$e poorer the country (and thus the
more likely Islamic Relief is to work in it) theds justification there is for targeting — for

example, if 80% of the people in a country livedvethe poverty line then targeting does not
make sense.

4 .4 Islamic Relief Comment

Islamic Relief programmes will, where possibleg#drthe population at large. This principle
applies to the provision of public goods such ascatonal facilities, water and health care,
as public goods should, in Islam, be publicly asi®@e. Within this universal approach, there
may be particular attention dedicated to ensurivag the most deprived are actually able to
access the provided services, something which mqyine ‘targeting within universalism’.
In principle, Islamic Relief activities are targeteonly when service delivery is
individualistic by nature, such as in the case afratredit, orphans’ support, or Qurbani
distribution. Even then, care is taken that targpts not disproportionately exclusive and, as
a consequence, expensive and likely to cause nmggiv

Where targeting is considered appropriate, rapigraapal can be used. Rapid appraisal
methods are quick, low-cost ways to gather the siand feedback of beneficiaries and other
stakeholders. They provide rapid information fomagement decision-making, especially at
the project or programme level. Rapid Appraisahtggues can be employed to provide a
cheap basis for making decisions about who shoseldabgeted and how. They consist,
typically, of the following:

* Key informant interviews. A series of open-ended questions posed to indivsdual
selected for their knowledge and experience inmctof interest. Interviews are
qualitative, in-depth, and semi-structured

* Focus group discussion. A facilitated discussion among perhaps 8-12 cdseful
selected participants with similar backgrounds

» Community group interviews. Questions and facilitated discussion in a meetpgno
to all community members

» Direct observation. This involves completing aobservation form to record what is
seen and heard at a potential/similar program site

* Mini-survey. A structured questionnaire with a limited numberctdsed questions
that is administered to perhaps 50-75 people

In addition to the above processes of determinirg vand how targeting should be

undertaken, efforts should be made to estimate likety administrative costs of this
additional targeting, and set in a cost-benefityamig framework against total universalism.

5.0Monitoring and evaluating Islamic Relief's pove  rty alleviation endeavours



In addition to Islamic Relief's regular monitorirand evaluation principles and dynamics,
the monitoring and evaluation of projects relatedpoverty alleviationconsiders four key
issues:

The extent to which any given programme is contiitg) or has contributed, to changes
in client well-being, measured against the indicafrovided above.

The extent to which the thinking behind programnesigh and choice stems from an
understanding of poverty and vulnerability.

The basis of the choice between targeting and tsalism, and how it reflects the

poverty orientation of the programme.

This can be achieved by including a poverty relatapbct evaluation in our monitoring and
evaluation programme that relates to these isskmgact evaluation is the systematic
identification of the effects — positive or negativintended or not — on individual
households, institutions, and the environment chbigea given development activity such as
a programme or project. Although they can be Varge and expensive, (involving large
scale control and target groups for example) thay also be more quickly and cheaply
carried outThere are 4 four typical types of evaluation metidich can be applied in this
context and integrated into our existing systerasdom pre-test and post-test evaluations,
guasi-experimental with before and after compassainproject and control populations, ex-
post comparisons of project and non-equivalentrobgroups, and rapid assessment ex-post
evaluations.

6.0 Conclusion

Poverty will remain a problematic term; and the atelrelating to exactly what poverty is,
how it is to be measured, and how it is to be &atkWill continue unabated. Our role as a
humanitarian organisation is to ensure that we rstaed the concepts, and use advances in
the understanding of poverty to improve our opereti

Most definitions of poverty admit the multidimensa nature of poverty; realising that
poverty is not simply about having a low income bhould include other factors such as
hunger, under nutrition, lack of access to safalpetwater, illiteracy, having no access to
health services, social isolation and exploitatidfe might add to this list people who are
discriminated against, stigmatised or ‘invisiblesocially-marginalised ethnic, religious,
indigenous, nomadic and caste groups; migrantdanded labourers; refugees and internal
displaced persons; disabled people or those Witiedlth (especially HIV/AIDS).

It is apparent that Islamic Relief should considerdertaking long-term development
operations based on a firm empirical basis of pliegapoverty. Clearly, Islamic Relief
should work towards:

0 Agreeing upon a definition of poverty that is muimensional;

o Develop a uniqudslamic understanding of poverty which is empirically
sound and grounded in accessible data

o Work out the implications (by tackling the quessamised in this paper) of
creating a rough and ready poverty measuremergraysh three levels which
can be used to determine poverty interventions



ANNEX 1: Using Data to Create an Islamic Index of  Poverty

Monetary forms of poverty can be measured fairlguaately, through the various household
survey data, and national statistics (typicallyt oot exclusively, based on household
consumption rather than income). The current qoinfee world poverty is the number of
people who live in households whose daily consuomppier head is less than the purchasing
power parity (PPP) equivalent of $1.08 in 1993 atsll It is a practical measum@ughly
equating to the bare minimum amount of consumgtanis needed to maintain human life

There are a number of alternatives to the $1-apdaerty line. There is a tradition, followed
in both the United States and India, for exampleetting poverty lines with reference to the
nutritional requirements for good health (it shoble pointed out here that there can be
several poverty lines in any country; typically ogenerated by the World Bank; another
generated by the country’s own government and tb@nebe significant differences between
the two). The food energy intake (FEI) approachgfample, calculates the total income (or
expenditure) at which a typical individual's nuwital needs are met. This is used by
Pakistan’s Planning Commission to estimate its ggvees, which are based on a calorie
requirement of 2,550 calories per equivalent agetttday for both rural and urban aréas.

Another approach, broader than purely calorie mték called the cost of basic needs (CBN)
method of setting poverty line; the poverty linethe sum of food and non-food costs in a
basic consumption basket and so differs from plag#ace. Ravallion (1998) was influential
in this approach, suggesting that poverty linestnalso include basic non-food items in
addition to basic food items. To determine thisalgues that a poverty line should represent
the total expenditure (on food and non-food items) when avidual’'s food expenditure
meets exactly the bare minimum. The poverty lintnéssum of food and non-food costs in a
basic consumption basket.

4.2 Non Monetary forms of Poverty

The above ways to measure poverty are consideriee toe most objective, measurable, and
comparable. The theme of the paper has been, hovtaae poverty is far broader than this;
and is related to insufficient outcomes with respedtealth, nutrition, and literacy, and with
deficient social relations, insecurity, and lowfssdteem and powerlessness. The problem is
therefore, that the relationship between incomespggvand deprivation in basic capabilities
(or lowness of well-being) is still unclear, andnrany cases not straightforwartin other
words, while income obviously | S important as an indicator of well-being, it isfar from
being a perfect proxy measure.



The sources of data available can be used by msarto inform evidence-based policy
(the LSMS in particular is designed for this pugesand this enables institutions deate
their own composite indexeshich are empirically sound. Therefore, the d&bn of
Islamic poverty presented in section 3 can be neatchith data sources — both from
household data and HDI/HPI to create an index.hkdi¢he five aspects of Islamic poverty
and the appropriate data set is discussed belaweg(®b the suggested data will be used more
than once, merely to illustrate how the aspectifef ¢éan be measured — though in any
composite index would only be counted once).

Religion

Religion is considered as a basic need or fundaaterght of every individual. One should
be free to practice the religion of one’s choicéefle should not be any compulsion in
choosing one's religion, nor obstruction to praetit

It is extremely difficult to measure the right tcaptice religion — although there is one index
that attempts to do so. However, many countrieghvhre classified under the Virginia
Index as unfree are not, in the traditional develept paradigms, considered to be in deep
poverty. Freedom to practice religion is a prold@imissue; as we enter the realm of rights.
Nonetheless, it cannot be avoided. Data to meathiseare not typically contained in
household surveys). An index of religious freedem@vailable at:

http://religiousfreedom.lib.virginia.edu/pageindatxnl

There are other data relating to issues such asari@unt of free-time people have to
undertake, for example, available places of wors¥ithin any given village. However, this
is very patchy and in many places unavailable.

Physical Self
The physical self denotes the healthy body, winicludles basic items such as food, clothing,
shelter, transport, health etc.

There is a plethora of data available to measwretverty of the physical self; principally
from the in-depth HDI/HPI:

» Life expectancy at birth

» Child mortality rate

» Undernourished people (as a percentage of thepgofallation)
» People living with HIV/AIDS /Malaria

» births attended by skilled health personnel

» doctors/physicians/nurses per 100,000 of the ptipala

* percentage of the population that is immunised

But this index should not be health indicators alaime physical health includes access to
food, housing, clothing, and this requires furtetailed information from household survey
data:

» Calorie intake (compared to recommended figuresagf2,000 per day)



» level of food security ascertained through vulngitgbdata: landholdings, crop
production, fertilizer use, livestock, farming ass@grom household surveys)

* Household information: relating to housing qualifixed assets (from household
surveys)

» Expenditures on durable goods: food expenses, hpnoeluction, non food
expenditures, inventories of durable goods (fromsetold surveys)

» Population without sustainable access to an imgteveger source (from HPI)

Intellect or Knowledge

Islam classifies knowledge into two, the basic wrdamental which must be secured by
every individual and the specialised knowledge Wwisicould be secured by only a few in a
society. The basic or fundamental knowledge indualé that are useful in the course of

everyday life. It includes the religious rituals dwasic devotional acts and all other

knowledge of the sciences and the arts that ariLiselife.

This “basic knowledge” can be equated to simplesuess of educational attainment:

Adult literacy

Female literacy

School attendance and access to pre-school educatio
Primary, Secondary and Tertiary school enrolment

Offspring
Islam sees this as a need in itself as well asaef propagating the human race.

It would be extremely difficult to measure the @bilto practice sex (although some
discussion of FGM might be warranted) as a nedt.is suggested in this paper that the
ability to have and raise educated, healthy, childrenoiselier, more quantifiable, therefore
the following data from the HDI/HPI provide usefiubxies:

» Access to education facilities
* Pre and post natal care

* Levels of infant immunisation
* Infant mortality rates

» Children under weight for age

Wealth

Wealth is obviously a fundamental human need. Wéaite can be interpreted as a stock or
flow. In other words, one may talk about a pieceguperty that generates income or an
employment that brings remuneration.

We can move beyond income alone, although incoms i included as it does form part
of an individual’'s assets; and data can be providad both HPI/HDI and household survey
data:



* Income /Consumption per head of BOTH basic foodlsead basic non-foods (see
above for CBN).

* Type of employment

* Fixed household assets

* Non-fixed household assets

* Household information: household roster, sourcdsselihood

» Activities: casual wage labour, long-term employmealaried employment,
business trade manufacturing

* Remittances and Transfers

» Employment and Migration: prevailing wages and @iigmn trends

Our second source, for more in-depth analysis, miae’ and varied data (such as
household assets) is from household surveys; wddgd permit more detailedtra-country
comparison; and can be useful where other fornagatf are lacking.

Multi-topic household surveys are the primary seuof macro-level evidence on poverty
and are used to support poverty reduction poliatasational and local levels. It is generally
felt that household surveys are the most apprapfa@am of poverty measurement, combined
with qualitative study. Data are generally collectat a national, local, household or
individual level. Household surveys tend to concaet on quantitative data, producing
measurable outputs which can be aggregated atamaklevel. For example, both health and
education are typically measured in household $isrven more detail than the indexes
mentioned above.

In the majority of countries, household surveyswsed to form Poverty Reduction Strategy
Papers, and collated by the World Bank’s Livingrsiaxds Measurement Study (LSMS).
http://www.worldbank.org/lsm3he LSMS was established in 1980 to improve tipe tgnd
quality of household data collected by statistaféices in developing countries. Its goal is to
foster increased use of household data as a leagslicy decision-making.

A typical household survey data set will contaiformation on:

* measures of poverty level based on household in@mexpenditure aggregates

* employment and unemployment by duration, genderaged

* health conditions measured by e.g. ill health ist plaree months (chronic and acute),
access to and use of health care facilities, aptmetric measurements (weight and
height), family planning;

* education and childcare—school attendance and ategse-school education; and

» housing conditions and water supply, access tdaiesil(electricity, gas), sanitation
and personal hygiene.

But beyond this, more complex and revealing conigaraata is available, which is not
usually included in the “public” indexes discussdxbve:

* Household infor mation: household roster, sources of livelihood

» Activities: casual wage labour, long-term employment, salaxraployment,
business trade manufacturing

* Education: child development formal schooling



* Health: illness and injuries; immunisation

* Marriage maternity history: pre and post natal care women'’s roles

» Expendituresand durable goods : food expenses, home production, non food
expenditures, inventories of durable goods

* Vulnerability: landholdings, crop production, fertilizer usegtock, farming assets

* Remittancesand transfers

* Village characteristics: composition, size, infrastructure

* Accessto facilities: access to facilities, education, health

* Agriculture: land and irrigation, forestry

* Employment and migration: prevailing wages and migration trends

However, there are well documented limitations au$ehold surveys. Household income
and expenditure surveys are good at collecting aetacash that passes through the
household, incomes and outlays. They are somevdsst good (but probably still good
enough) at collecting data on own production antsamption, However they do not attempt
to include in the consumption or income estimates lhenefits that people receive from
publicly provided goods of one kind or another.hligh it would be difficult to collect such
information, some relevant data are collectecha surveys (for example, visits to clinics,
school attendance, etc.) and perhaps more might be.

Our final source, used for determining prioritie® (Useful for further refinement and in-
depth consideration where other data might notJalable) is other qualitative research.
Household surveys do not always contain all datessary to build up a picture of poverty
in an area. Participatory Poverty Assessmentsquelly valuable as participatory tools and
as sources of knowledge necessary to identify aittteas development priorities at the
community level. Other qualitative studies elicibma subjective information on poverty; in
particular what priorities should bét is important that household surveys are suppieate
by local case studies; because they cannot captudata required in its entirety, such as
disparities in access to income and services betwesmbers of a single household; amount
of free-time; access to other resources (for exang@dmmunity).



ANNEX 2 - Drawing a Poverty Line

As mentioned in part 3, in Islam the basic needs @assified into three levels; (1)
necessities dharuriyyad; (2) convenience h@jiat); and (3) refinements kémalia).
Necessities consist of all activities and thingst tre essential to preserve these five needs
discussed above at the barest minimum for an aaiolepievel of living.

Clearly, then, one living below this ‘acceptablgdeof living’ is in poverty. The issue is
then to determine what level this acceptable lesye@r what resources are required for this to
be realised. This is an aspect which requires rdetailed inquiry and consideration within
the PRU.

However, some preliminary suggestions are made here

Religion
The ability to practice religiomepends upon the freedom, resources, and time tsodo
Therefore, it could be suggested that poverty exidtere:

- legal instruments exist which prevent individuatsnfi practising religion

- anindividual has less than, for example, 5 hoersyeek, free-time

- an individual has a consumption level equal or kass the minimum required to
maintain CBN (cost of basic needs)

- there are no places of worship within a certairadnat can be reached

Physical Self
If we assume that the physical self means nothimgenthan food, clothing, shelter and
health, we might suggest that poverty exists where:

- anindividual’s calorie intake is below the natitpaet minimum level

- income is below the non-food minimum (which indesthat a household does not
have the income required to buy essentials suatiodlsing, household repairs and
medication)

- the number of doctors/nurses/etc per thousandasvd&HO guidelines

- life expectancy/infant mortality is in the lowestlhof international standards (though
admittedly we should avoid relative measures ofepiywvhere possible)

- if a family/community does not have access to a,sscure water source



Intellect or Knowledge
If we accept that basic knowledge are those skéksded to survive in life; we might simply
equate those in poverty as those that:

- are llliterate
- have failed to achieved at least full primary ediaca

Offspring

If an individual cannot have and raise educatedlthy, children; then it is suggested here
that we consider them in poverty. In terms of oatad we might consider the following
individuals as in poverty:

- those that do not have access to pre and postazaital

- those whose infants do not receive immunisatiomnagiggaommon dangerous diseases

- those whose children are chronically underweight

- those whose income/consumption falls under thefaod-minimum (and as a result,
we assume, cannot provide sufficiently for thefspfing)

Wealth
An individual clearly lacks a sufficient level ofealth for an acceptable level of living — and
can be considered in poverty — when

- consumption/income falls below the non-food minimum

- when employment is fragile and wages are belowntt@nal minimum (if there is
one)

- where households rely overwhelmingly on remittgpagments

- when household assets are less than, say 50% ohdtienal median (again;
admitting that these relative values should bedaaiwhere possible)
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