
MeasuringPoverty:

Poverty isa stateorconditioninwhichanindividual lacksthefinancial

resourcesandessentialsfor abasic standardofliving. Povertycanhave

diverse environmental, legal, social, economic,and political causesand

effect.Whenevaluatingpoverty instatisticsoreconomicstherearetwo

mainmeasures: whichcomparesincomeagainst the

amountneededtomeet basicpersonalneeds, suchas food, clothing,

and shelter;secondly, measureswhena personcannotmeet

aminimumlevelof livingstandards, compared to othersinthesametime

andplace. Thedefinitionof variesfromonecountryto

another,orfromone society toanother.

Thereareseveraldefinitionsofpovertydependingonthecontext of

thesituationit isplacedin. It usually referencesa stateorconditioninwhicha

personorcommunitylacksthefinancialresourcesandessentialsfora

basic standardofliving.

UnitedNations: Povertyisa denialofchoicesandopportunities, aviolation

ofhumandignity. Itmeanslackofbasiccapacitytoparticipateeffectivelyin

society. It meansnothaving enoughtofeedandclothea family,nothavinga

schoolorclinictogoto, not havingthelandonwhichtogrowone'sfoodor a

jobtoearnone'sliving,nothavingaccesstocredit. It meansinsecurity,

powerlessnessandexclusionofindividuals,householdsandcommunities.

It meanssusceptibilitytoviolence,and it oftenimplieslivinginmarginalor

fragileenvironments,withoutaccesstocleanwaterorsanitation.

WorldBank:Poverty ispronounceddeprivationinwell-being, andcomprises

many dimensions. It includeslowincomesandtheinabilitytoacquirethe

basicgoodsandservicesnecessaryfor survival withdignity.Poverty also

encompasseslowlevelsofhealthandeducation,poor accesstocleanwater

andsanitation,inadequatephysicalsecurity, lackofvoice,andinsufficient

capacityandopportunitytobetterone'slife.



EuropeanUnion (EU):Povertyismeasuredinrelationtothedistributionof

incomeineachmembercountryusingrelativeincomepovertylines.

Causesofpoverty:

Povertyiscausedbyacomplex,interlocking setoffactorsincluding lackof

accesstoquality education, healthcare, andfinancialservices,alongside

systemicissueslikeinequality,corruption,conflict,andclimate-induced

disasters. It ismaintainedbylowwages, highunemployment, and

inadequateinfrastructure,oftencreatinga cyclewherehunger and

malnutritiondiminishproductivity.

Herearetheprimarycausesofpoverty:

1. EconomicFactors:

 LowWagesandUnemployment: Insufficientincomefrom

employment or alackofjobopportunitieskeepsfamiliesinpoverty.

 Inequality: Unequaldistributionofincomeandresources, wherea

smallpercentageofthepopulationcontrolsthemajorityofwealth,

limitsopportunitiesforthepoor.

 Lack ofInfrastructure: Poorpublicworks,suchasinadequate

transportation,sanitation,andcommunicationsystems,limit

economicgrowth.

 Inflation: Risingpricesforbasicnecessities,suchasfoodandfuel,can

makethemunaffordableforlow-incomehouseholds.

2. SocialandStructuralBarriers

 Lack ofEducation/Illiteracy: Limitedaccesstoqualityeducation

restrictsjobopportunitiesandkeepsindividualsinlow-payingwork.

 PoorHealthcareSystems: Lackofaccesstomedicalcareandhigh

medicalexpensescanexhaustsavingsandleadtodebt.



 DiscriminationandSocialExclusion: Marginalizationbasedoncaste,

gender,orsocialstatusrestrictsaccesstoresources, education, and

employment.

 PopulationGrowth: Rapidpopulationgrowth,particularlyin

developingregions,canstrainresourcesandinfrastructure.

3. EnvironmentalandGeopoliticalFactors

 ClimateChangeandNatural Disasters: Floods, droughts,andother

disastersdestroyhomes,crops, andlivelihoods,particularlyaffecting

thoserelyingonagriculture.

 Conflict andInstability: War andviolencedestroy infrastructure,

displacepopulations,andhalteconomicactivity.

 Corruption: Weakgovernanceandcorruptionhinder theeffective

implementationofpoverty alleviationprograms.

ThePovertyCycle:

 HungerandMalnutrition: Poor nutritionleadstopoorhealth,which

reducestheabilitytowork or attendschool, perpetuatingthecycle.

 Lack ofAssets: Alackofsavings,land,orotherassetsmeanspeople

cannotrecoverfromeconomicshocksor disasters.

Poverty line:

Povertyisprimarilymeasuredbydefininga "poverty line".

Thepovertyline representstheminimumincomeorconsumption

levelrequiredtomeetbasicneedslikefood, clothing,shelter, health,

andeducation.

It varies by country and time, with India traditionally using
nutrition-based, per-capita expenditure thresholds (e.g.,
Tendulkar/Rangarajan committees), while the World Bank uses an
international standard of $3/day for extreme poverty.



Measurement: Povertymeasurement iscriticalfortargetingaidand

evaluatingpolicies,butitcanvarysignificantlyacrossdifferenttimesand

countries.

Acommonmethodusedtoestimate poverty inIndiaisbased onthe income

orconsumption levelsandiftheincomeorconsumptionfallsbelowa given

minimumlevel, thenthehouseholdissaidtobe BelowthePovertyLine

(BPL).

PovertyEstimationinIndia:

 Accordingtorecentreports, morethanaquarterofthepopulation

livinginruralareasofIndiaisbelowthepovertyline.Out ofthetotal

populationlivingintheruralpartsofIndia, 25.7% islivingbelowthe

poverty linewhereasintheurbanareas,thesituationisabitbetter

with 13.7% ofthepopulationlivingbelowthepovertyline.

In India, the Planning Commission (now NITI Aayog) previously
used NSSO consumption data to set poverty lines. Current discussions
often reference Tendulkar (₹816/month rural, ₹1,000/month urban,
2011-12) or higher Rangarajan estimates.

Theinternationalpoverty line,whichisusedtomeasureextremepoverty in

low-incomeeconomies, isset todayat$3.00perpersonper day. According

tothelatest data,around1in10peoplegloballyareestimatedtobelivingin

extremepoverty,a significantshareofwhomareinSub-SaharanAfrica or

fragileandconflict-affectedsituations.

AbsolutePoverty

o AbsolutePoverty: Accordingto UnitedNationsWorldSummit

forEconomicDevelopment, absolutepovertyisa condition

characterizedby severedeprivation of basichumanneeds,

includingfood, safedrinkingwater,sanitationfacilities,health,

shelter,educationandinformation.



Absolutepoverty, oftensynonymouswith 'extremepoverty'or 'abject

poverty',referstoasetstandardwhichisconsistentovertimeand

betweencountries. Thissetstandardusuallyrefersto"a condition

characterizedby severedeprivationofbasichumanneeds,including

food,safedrinkingwater, sanitationfacilities,health,shelter,

educationandinformation.Itdependsnotonly onincomebutalsoon

accesstoservices." Havinganincomebelowthe povertyline,whichis

definedasanincomeneededtopurchasebasicneeds,isalsoreferred

toas .

 It dependsnotonlyonincomebutalsoonaccesstosocial

services.

o PovertyThreshold: Thepovertythresholdinabsolute

measurementofpoverty isset using the monetaryvalue ofthe

basket of essentialproducts(requiredforbasicneeds) and

everyhouseholdwhoseincomeislessthanthisvaluewillbe

classifiedaspoor.

o LimitedScope: Absolutemeasurementsofpoverty, usedby the

WorldBankanddevelopingcountrieslike India, relyona poverty

linewhichremainsconstantacrossgeographiesandovertime.

RelativePoverty

o RelativePoverty: It ispresent whenahouseholdincomeislower

thanthe medianincome ina particularcountry andisused

mainlybythe developedcountries.



Relativepovertyviewspovertyassociallydefined anddependent

on socialcontext. It isarguedthattheneedsconsideredfundamental

isnotanobjectivemeasureand couldchangewiththecustomof

society. Forexample,a personwhocannot afford housingbetterthan

asmall tentinanopenfieldwouldbesaidtoliveinrelativepovertyif

almosteveryoneelseinthatarealivesinmodernbrick homes, but notif

everyoneelsealsolivesinsmall tentsinopenfields(forexample,in

a nomadictribe).Sincerichernationswouldhavelowerlevelsof

absolutepoverty, relativepovertyisconsideredthe"mostuseful

measureforascertainingpovertyratesinwealthydeveloped

nations" andisthe"most prominentandmost-quotedoftheEUsocial

inclusionindicators".

Usually, relativepovertyismeasuredasthepercentageofthe

populationwithincomelessthansomefixedproportionofmedian

income.

 Thosewhofall intothecategoryofrelativepovertyarenot

necessarily deprivedofallbasicneeds,but maynot

experiencethesamestandardofliving asthemajorityof

society or inother words,theyare relativelydeprived.

o PovertyThreshold: Inthismethodcertainpercentage

of economicallybottompopulation isalwaysconsideredbelow

thepoverty line.

MethodsofMeasuringPoverty:

 AbsolutePoverty Line: Usesa fixedstandard,suchastheWorld

Bank’ sinternationalpoverty line,tomeasuretheabilitytomeet basic

survivalneeds.

 RelativePoverty Line: Measurespovertyrelativetotheliving

standardsofthemajorityinasociety(e.g., incomebelow60%ofthe

median).



 MultidimensionalPovertyIndex(MPI) : Evaluatesdeprivations

acrosshealth, education, andstandardofliving,ratherthanjust

income.

 Consumption-BasedMeasure: Focusesonwhata householdactually

consumesrather thanearns,oftenusedtodeterminethepovertyline.

MethodstoMeasurePoverty:

1.Headcountratio (HCR):

Theheadcount ratio(HCR)measurestheproportionofapopulationliving

belowthepovertyline. It iscalculatedbydividingthenumberofpoor

individuals(H)bythetotalpopulation(N),oftenexpressedasa percentage:

Formula: HCR=(H/N) x100

FormulaComponents:

 (NumberofPoor): Thetotalcountofpeopleorhouseholdswhose

incomeorconsumptionisbelowthedefinedpoverty threshold.

 (TotalPopulation): Thetotalnumberofpeopleor householdsinthe

area



2.Povertygapratio (PGR):

The povertygapratio (PGR)measuresthedepthofpoverty

by calculatingtheaverageshortfallofthepoorfromthepovertyline,

expressedasa ratioofthepoverty line.Itrepresentsthetotal resources

requiredtobringallpoorindividualsuptothepovertyline.

Formula: PGR=1/N x∑ (Z– Yi/Z)

KeyVariables:

 N:Totalpopulation(includingpoorandnon-poor).

 Z:Poverty linethreshold.

 Yi:Income(orconsumption)ofthe i-thpoorindividual.

 (Z-Yi):Thepovertygapforanindividual.

Interpretation:

Theratioisgenerallybetween0and1. Ahigher ratioindicatesthat,on

average, thepoorarefurther belowthepovertyline. It isoften

expressedasa percentage,indicatingwhatpercentageofthepoverty

linewouldhavetobetransferredtothepoortoeliminatepoverty.

3.TheMultidimensionalPoverty Index(MPI):

TheMultidimensionalPoverty Index(MPI) is aninternational

measureofacutepoverty developedbytheUNDPthatcapturessevere

deprivationsinhealth,education,andstandardofliving. Unlike

income-basedpoverty,it identifies,ata householdlevel, individuals

whoaresimultaneouslydeprivedinatleastone-thirdof10-12

weightedindicators.



KeyAspectsoftheMPI:

 Dimensions&Indicators: Theindexconsistsofthreemain

dimensions— Health,Education,andLivingStandards— brokendown

intoindicatorslikenutrition, schooling, sanitation,electricity,and

housing.

 Methodology: It utilizesthe AlkireandFoster(AF)method, which

allowsfortrackingtheproportionofpoor people(incidence)andthe

intensityoftheir deprivation.

 Globalvs.National: TheGlobalMPI coversover100 developing

countries,whileIndia'sNationalMPI, producedby NITI Aayog,

includes12indicatorstailoredtonationaldevelopmentalgoals.

 Purpose: Itactsasapolicytooltoidentifyspecificareasofdeprivation,

helpinggovernmentstargetresourcestothepoorest households.

 Interpretation: AhigherMPI valueindicatesgreaterpoverty. For

instance, in2023, IndiahadanMPI valueof0.069,withroughly42%

intensityofdeprivation.

ComponentsoftheNationalMPI(India):

1. Health: Nutrition, child/adolescentmortality, maternal health.

2. Education: Yearsofschooling,schoolattendance.

3. LivingStandards: Cookingfuel,sanitation,drinkingwater,electricity,

housing, assets, bankaccounts.

Accordingtothe GlobalMultidimensionalPoverty Index2025,

approximately1.1billionpeopleliveinacutemultidimensionalpoverty

across109countries.



EffectsofPoverty:

Povertyhasdevastating, multi-dimensionaleffects,including chronic

hunger,malnutrition, poorhealth,andhighinfantmortality. It severely limits

accesstoquality educationandeconomicopportunities,causing

intergenerationalcyclesof,and contributestosocialexclusion, gender

inequality,andhigher crimerates.

Mainimpactsofpovertyinclude:

 PoorHealth: Lackofresourcescausesmalnutrition, stuntingin

children, andlimitedaccesstohealthcare,leadingtohigher disease

rates(e.g., malaria,tuberculosis).It increaseschronicstressandpoor

mentalhealthoutcomes.

 LowEducationalachievement: Childreninpovertyfaceeducational

barriers,including,butnotlimitedto,malnutrition,poorhousing,and

lack ofsupplies,leadingtoloweracademicachievementandhigher

dropoutrates.

Over 25% of children in India do not attend school, according to

UNICEF. Boys are less likely than girls to get kicked out of school.

Despite the fact that women and men must be treated equally under

Indian law, particularly those from lower social strata, women are

nevertheless seen as less than men. Due to their lack of education,

their chances of earning a respectable income in India are slim.

 RestrictsEconomicandSocialmobility: Poverty restrictssocial

mobility, oftentrappingfamiliesina cycleofpoverty forgenerations.It

contributestohousinginstability,includinghomelessness.

 RiskofSafetyandEnvironment: Impoverishedareasoftensufferfrom

lack of,ordegraded, infrastructure(cleanwater,sanitation)andhigher

crimerates,leadingtoincreasedriskofviolenceandexploitation.

 High Infant Mortality Rate: Over 1.4 million children in India die

before turning five every year, making it one of the countries with the

highest child mortality rates in the world. The primary causes of



death are pneumonia, malaria, diarrheal diseases, and chronic

malnutrition.

 Malnutrition: India is the country with the highest rate of malnutrition

with more than 200 million people suffering from it, including 61

million children.

 Child Labour: Government statistics indicate that 12.5 million

children between the ages of 5 and 14 are working in India, despite

the fact that child labour for those under the age of 14 is illegal. In

addition, 65 million children between the ages of 6 and 14 do not

attend school and work instead in private homes, businesses,

quarries, farms, and even prostitution.

 Child Marriage: Although it is against the law for children to marry, it

is still practiced in a few Indian communities. Young women give

birth to children while still in their early years. Many people die before

reaching the age of adulthood. Many parents push their children to

marry young in the hopes of leading better lives because of their

poverty

 Low Purchasing Power: In a country in which the per capita income

and purchasing power of a poor country or household fall below a

specified minimum standard, there is a shortage of medical facilities,

low productivity, and there is illiteracy. In society, this led to

epidemics and diseases.

 Increased Criminal Activity to meet Fundamental Needs: Poor people

will indulge in socially inappropriate behaviours, including drug

addiction, crime, position, violence, and terrorism to survive. These

factors weaken social norms, moral principles, and human self-worth,

and as a result, more and more members of the community exhibit

intolerance and disrespectful behaviour towards one another on a

regular basis.

 Exploitation of People: The living conditions of the poor are terrible,

and some family members of these people pass away from famine or

hunger. When government institutions fail to defend the rights of the

poor, it leads to parents selling their children into slavery because

they cannot afford to feed or care for them. This is a danger to the

social structure.



Povertyisa significantdriverofgender inequality, withwomenandgirls

disproportionatelyaffected,oftenwithlessaccesstoeducationand

employment.

Poverty,nutrition,andeconomicdevelopment:

Poverty,nutrition,andeconomicdevelopmentaredeeplyinterconnectedin

a viciouscycle,where poornutritionhinderseconomicgrowthand

perpetuatespoverty,whilelowincomelimitsaccesstonutritiousfood.

Malnutritionreduceslabourproductivityandcognitiveability,withevery $1

investedinnutritionyieldingupto$23-$138ineconomicreturns,essential

for breakingthepovertytrap.

TheViciousCycle:PovertyandNutrition

 PovertyDrivers: Low wages,unemployment,andeconomicinequality

directlycausepoornutrition.

 ImpactonHealth: Povertyrestrictsaccesstonutritiousfood, leading

tostunting,wasting, susceptibilitytoillness, andcompromised

cognitivedevelopment.

 EconomicImpact: Malnutritionreducestheintellectualandphysical

capacityoftheworkforce, limitingthepotential to earnandhindering

economicgrowth.

NutritionasEconomicDevelopment

 HighROI: Investinginnutritionisnot charitybuta high-return

economicpolicy.School mealprograms,forexample,generate

US$4– $11inreturnsfor everydollar spent.

 ProductivityGains: Better nutritionraisescognitiveskillsandphysical

capacity,leadingtobetterschoolperformanceandstrongereconomic

growth.



 Intergenerational Impact: Improvingnutritionforchildrennotonly

stopstheimmediatecycleofpovertybutalsoincreasestheirfuture

economicpotential,fosteringlong-termeconomicdevelopment.

 DoubleBurden: Whileundernutritionremainsa primary concern, many

countriesarefacingtheriseofovernutrition(obesity)alongside

poverty.

 PolicyShift: Tacklingmalnutritionrequirestacklingpovertythrough

jobcreationandfoodsecurity,aswellasdirectnutritional

interventionstoimproveproductivity.

Povertyandeconomicdevelopment:

Povertyandeconomicdevelopmenthaveacomplex,bidirectional

relationship, where economicgrowthgenerallyreducespovertybycreating

jobsandraisingincomes,whilehighpoverty levelshinder developmentby

restrictinghumancapital, education, andinvestment. Sustainable, inclusive

growthisvital,ashighinequalitycandiminishthepoverty-reducingeffectsof

economicdevelopment.

Economicdevelopment isthemostpowerfultoolforreducingpoverty,

asit createsjobs, increasesincomes, andimprovesqualityoflife. Sustained

economicgrowthfacilitatesinvestmentinhealthandeducation,enabling

peopletoescapepoverty, whilepovertyitselfhindersdevelopmentby

limitinghumancapitaland productivity. Effectivepovertyreductionrequires

inclusivegrowth, socialprotection,andtargetedstructuralchanges.

MainConnectionsBetweenDevelopmentandPoverty



 JobCreation: Economicgrowthcreatesemploymentopportunities,

whicharetheprimarywaypeoplemoveoutofpoverty.

 VirtuousCircle: Increasedincomeallowshouseholdstoinvestin

health,education,andskills, whichinturnboostsproductivityandfuels

further economicgrowth.

 ImpactofGrowth: Researchindicatesthata 10%increaseina

country’ saverageincomereducesthepovertyrateby 20– 30%.

 StructuralTransformation: Shiftingfromagrariantoindustrialized,

service-orientedeconomiesoftenleadtohigherwagesandimproved

livingstandards.

 ImpactofGrowthonPoverty(Trickle-DownEffect): Economic

growthisaprimarydriverofpoverty reduction. AsGDPincreases,

opportunitiesfor employmentandincomegrowthusuallyrise,

reducingbothmonetaryandmulti-dimensionalpoverty.

 ImpactofPovertyonDevelopment: Povertyposesa significant

barriertoeconomicdevelopment.Itcreatesacyclewherelowincome

leadstolowsavings,lowinvestmentsineducationandhealth,reduced

labor productivity,andoveralleconomicstagnation.

 TheRoleofInequality: Growthdoesnot alwaysguaranteepoverty

reductionifthereishighincomeinequality,whichcancause

developmentbenefitstoskipthepoorest populations.

 BidirectionalLinkages: Povertyreductionisakeygoal of

development,but inturn,liftingpeopleoutofpoverty enhancesoverall

marketdemand, boostsproductivity, anddrivesfurthereconomic

growth.

FactorsInfluencingtheRelationship:

 Employment: Highunemploymentratesarestrongly associatedwith

increasedpoverty,oftennegatingthebenefitsofeconomicgrowth.



 Social Investment: Investingineducation, healthcare,and

infrastructure(humancapital) iscrucialfortranslatingeconomic

growthintosustainablepovertyreduction.

 StructuralBarriers: Political instability,weak institutions,and

discriminationcantrappopulationsinpovertydespiteoverall

economicgrowth.

ChallengesinReducingPoverty

 Inequality: Ifeconomicbenefitsarenot widelyshared,growthmight

noteffectivelyreducepoverty.

 ViciousCycle: Povertyrestrictsaccesstoeducationandhealthcare,

leadingtolowproductivitythat hinderseconomicgrowth.

 ExternalShocks: EventsliketheCOVID-19pandemiccaneraseyears

ofprogressinreducingextremepoverty.

 EmploymentQuality: Simply increasingthenumberofjobsisnot

enough;thequalityofemployment(fairwages, safety) iscrucialfor

improvingwelfare.

StrategiesforSuccess

 InclusiveGrowth: Policiesshouldfocusonjobcreationthatengages

thepoorandvulnerablepopulations.

 SocialProtection: Implementingmeasureslikesocialsafety netscan

helpprotectvulnerablepopulationsfrompoverty.

 HumanCapital Investment: Improvingaccesstohealthcareand

educationisessentialfor long-termdevelopment.

 SustainableDevelopment: Integratingeconomic,social,and

environmental goalshelpsensurelastingreductionsinpoverty.




