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Executive Summary

This study is a profile of poverty, unique in that its estimates of poverty include a wider
geographical coverage than many previous studies, and in that it uses a range of poverty lines
rather than a single poverty line. It also provides information on the association between
poverty and some characteristics for which evidence was not previously available.

This study is one of few recent studies to analyse poverty in the Northern and Eastern provinces
of Sri Lanka, drawing as it does on household consumption information collected in the Consumer
Finance Survey of 2003/04. It uses several poverty lines that provide a wide ranging picture of
poverty, from the situation of the very poor who face absolute deprivation to the vulnerable
non-poor who are in relative poverty.

The poverty profile includes poverty measures by locational characteristics such as sector and
province, and by demographic, human capital and labour market characteristics, such as gender,
educational attainment, employment status, industry, occupation, ethnicity and disability, and
household assets such as land ownership.

The profile of poverty is presented in terms of these characteristics, not only as they relate to
the household head, but also as they relate to the entire population. In some instances, three
parallel definitions are presented, e.g. poverty by level of education of the general population,
of the household head, and of the principal income earner.

The study finds that 13-28% of the population of Sri Lanka is poor depending on the poverty
line used. Poverty measures based on the official poverty line indicated that poverty in 2004
was most likely lower than in 2002.

The study indicated that a large percentage of the population was clustered around the poverty
line. A 1% increase in the poverty line led to a 3-4% increase in the incidence of poverty
depending on the series used. In general, the average poor person's consumption lay at a
distance of 19-24% below the poverty line.

The urban sector had the lowest poverty and the estate sector the highest, regardless of the
poverty line or measure used. Estimates based on the official poverty line indicated that absolute
poverty incidence in the rural sector was more than double that in the urban sector, and
incidence in the estate sector was more than double that in the rural sector. The largest share
of the poor population, at 85%, was in the rural sector.

Poverty was highest in the Uva province, and lowest in the Western and North Western provinces.
According to the CFS-based poverty line, the Central and Northern provinces had the second
highest incidence of poverty, followed by Sabaragamuwa and Eastern provinces. Official-based
poverty lines indicated a higher incidence of poverty in Sabaragamuwa than in the Central
province. The Southern province had less poverty than any of these provinces, while the North
Central province had lower poverty than the Southern but higher poverty than the North
Western and Western provinces.

Estimates of the shares of the poor population in Sri Lanka differ by poverty line series.
According to the official-based series, the highest share of the poor was in the Central province
while the next highest contribution was made by Sabaragamuwa province. The North Central
and North Western provinces had the least poor population shares, while the percentage of
the poor in the least poor Western province and the poorest Uva province were comparable.
According to the CFS-based series, the highest shares of the poor population were in the
relatively populous Western and Central provinces, followed by the Southern and Sabaragamuwa
provinces. The share of poor population in the Eastern province was similar to that of Uva.



The study finds that females in Sri Lanka are not poorer than males unless they are breadwinners,
or in households where a large percentage of wage earnings are earned by females.

Poverty among children under age 14 was higher than average, but these figures may be an
overestimate resulting from the use of per capita consumption unadjusted for the relative
needs of individuals of different ages. The presence of elderly in the household or being elderly
was not associated with higher poverty. While all households with an elderly member had
lower than average poverty, households with elderly members in their 70s and 80s were poorer
than households with elders in a lower age category. Households with a pension-receiving
older person tend to be less poor than others.

Poverty is markedly higher among the disabled and in households with a disabled member,
regardless of poverty line or measure. The consumption levels of the disabled were also well
below %4 of the poverty line.

There were clear differences in poverty by ethnicity. Poverty among the Sinhala population was
clearly below average, while poverty among Tamils and Moors was clearly above average,
regardless of poverty line or poverty measure. Sri Lankan Tamils living outside the Northern
and Eastern provinces had deeper poverty than other groups, as measured by the relative,
official-based poverty line.

Education has a strong and inverse relationship with poverty, regardless of poverty line or
poverty measure. A clear ‘jump' in poverty rates is observed among individuals who have
completed the lower secondary level of education, and among households where head or
primary income earner had completed the lower secondary level of education. Households
with an illiterate member were also significantly poorer than average.

Land ownership is associated with poverty. Around one third to half of the population in landless
households was poor, double the incidence of poverty among those who owned land.

While poverty rates do not differ greatly between the employed and the unemployed, households
with over two unemployed individuals had considerably higher poverty rates than the average.
Similarly, households with at least one member engaged in informal sector employment had
higher than average poverty rates. Poverty was highest among households with casual
employees, unpaid family workers and the self-employed, with the strongest association with
poverty being with casual work. Households with members engaged in paddy or vegetable
farming, tea, rubber or cinnamon growing, fishing, beedi manufacturing, brick manufacturing,
carpenters or construction workers, had a high incidence, depth and severity of poverty, while
those in the retail trade, transport, education and health sectors, and household service provideR
had a much weaker association with poverty.

Households that received private transfers (remittances) had lower poverty rates than average
while households that received public transfers (government payments) had much higher poverty
rates than average. Households receiving remittance from abroad, roughly one tenth of the
population, had the lowest poverty, i.e. one household in ten was poor. One third to one
quarter of the population lived in households receiving remittances from within the country,
with poverty rates very close to the national average. By contrast, households receiving Samurdhi
or Janasaviya, or any other form of transfer from the government were much poorer, by any
measure of poverty. Nevertheless, only 40% of those who receive a Samurdhi or Janasaviya
transfer were below the official poverty line. Only half of Samurdhi or Janasaviya recipients
consume below 75% of median consumption. This indicates considerable leakage of income
transfer benefits.
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1. Introduction

The Consumer Finance Survey (CFS) of 2003/04 is unique among recent household survey
datasets in its geographical coverage. The survey was conducted during the ceasefire between
the Government and the LTTE which came into effect in February 2002 and used the sampling
frame provided by the Census of 2001. As a result, it covered all districts in Sri Lanka except
Killinochchi, Mannar and Mullaitivu.? This enables us to analyse poverty in the Northern and
Eastern provinces, and provide a picture of poverty for Sri Lanka that is more comprehensive
in coverage than ever before.?

While this alone is a sufficiently compelling reason to use the CFS 2003/04 to update the
existing body of information on poverty in Sri Lanka for the early 2000s, the CFS has the
additionally attractive feature of containing information on characteristics potentially
correlated with poverty (e.g. disability) that are not available in other datasets.

Another unique contribution of the current study to the considerable existing amount of
information on poverty in Sri Lanka in the same period (see DCS 2004a, DCS 2004b, DCS 2005a,
DCS 2005b, World Bank 2007, Gunewardena 2007) is the use of relative poverty lines and
relative poverty measures to supplement absolute poverty measures throughout the study.

The concepts and definitions of poverty measures and poverty lines used in the study are
outlined briefly below. Annex 1 provides technical details of the poverty measures and
derivations of the poverty lines.

1.1 Explaining poverty measurement: Poverty profiles and their uses

A poverty profile is a detailed description of poverty. Poverty profiles typically indicate
associations between poverty and its correlates. They provide descriptive information and do
not establish causal relationships. They provide answers to two main types of questions: (1)
What are the chances that a group of people in a particular category (e.g. rural) or with a
specific characteristic (e.g. they have no schooling) are likely to be poor? (2) What are the
chances that the poor belong to a particular category, or have a specific characteristic?

Poverty profiles are best used for poverty comparisons. While poverty profiles are used for
a variety of reasons, including knowing the ground situation regarding poverty in a country, and
identifying its correlates, the best use of poverty profiles are to make consistent comparisons
across time, space, or other categories. While some may consider it important to know with
certainty that X or Y region has a certain percentage of its population in poverty, we take the
view in this study that a more useful - and accurate - use of a poverty profile is to make poverty
comparisons. Thus, we assert that it is more helpful to be able to say, for example, that based
on a particular definition of poverty, X region has a higher incidence of poverty than Y region.

1.2 Explaining poverty measurement: Poverty lines

Poverty lines are thresholds for determining who is poor. Poverty lines are thresholds,
typically, though not necessarily, defined in monetary terms. Any person consuming below
this threshold is deemed to be poor. Thus poverty lines serve the purpose of identification,

1 These districts were not covered as the Census of 2001 could not be completed in them due to the security
situation prevailing at the time.

2 World Bank 2007 also makes use of CFS 2003/04 data for this purpose, but with a somewhat different
approach.



i.e. they enable us to identify who is poor. The location of this threshold depends on how we
view or define poverty, and the data and methodology we use to define the poverty line.

Poverty lines can be defined in any dimension or space. Poverty lines, as thresholds, may
be located in any dimension, or a combination of several poverty lines in several dimensions
may be used for a multidimensional analysis of poverty. When the poverty line is defined in
Rupees and cents it is by definition using the monetary approach, but this does not preclude
it incorporating several dimensions.® The poverty lines used in this study are monetary poverty
lines, located in the space of per capita household consumption expenditure which is a
standard indicator used in poverty measurement (Deaton 1997).

The concept of poverty that a society adopts may be absolute or relative. An absolute
definition of poverty is based on the idea that

“there is an irreducible core of absolute deprivation... which translates reports of
starvation, malnutrition and visible hardship into a diagnosis of poverty, without
having to ascertain first the relative picture” (Sen 1981:17)

Absolute poverty exists when one or more persons fall short of a level of well-being deemed
to constitute a reasonable minimum, in some absolute sense (Lipton and Ravallion 1995). In
countries like Sri Lanka, where there is no doubt that absolute poverty exists, poverty
measurement is based on the concept of absolute poverty. An absolute poverty line is then
society’s best attempt at defining this ‘reasonable minimum’ for the individuals who live and
participate in it. We use the official poverty line derived by the Department of Census and
Statistics as our primary official poverty line in this study (DCS 2004a).

Relative views of poverty may be either fully relative or primarily relative (Sen 1983). In a
fully relative view of poverty, the poor are considered to be those in the bottom 10 or 20% of
society. A problem with viewing poverty in this way is that it will never be completely
eradicated. Similarly, if the standard of living in the entire society falls, with no change in the
distribution, according to this approach, poverty would not have increased, although some
people may even be starving.

In a primarily relative view of poverty, poverty is defined in terms of the living standards of
the specific society to which it relates, but, can, in theory, be zero. Relative poverty lines are
typically some fraction of a measure of central tendency. For example, the European
Commission defines the poor as

“persons, families or groups of persons whose resources (material, cultural and
social) are so limited as to exclude them from the minimum acceptable way of life
in the Member State in which they live” (Hagenaars et al. 1994:2).

It translates this definition into a relative poverty line of 60% of the median income, which
replaced the previous threshold of half the mean income of the society. The nhumber below
this poverty threshold can, in theory at least, be zero.

The case for using the concept of relative poverty to measure poverty in a country where
absolute poverty is prevalent is not very strong. On the other hand, a relative poverty concept
could be used to supplement the concept of absolute poverty. The argument for doing so is
typically based on the perception that there may be a considerable body of people whose
consumption is above the absolute minimum, but is (a) close enough to the poverty line to
risk falling into poverty in the event of a shock to their consumption (i.e. they are vulnerable),

3 See Gunewardena (2004) for a description of the different approaches to poverty and the possibilities for
incorporating multiple dimensions in a measure of poverty.



and (b) who may not be able to fully participate in the society they live in at the levels of
consumption at which they are. In this study we use a relative poverty line that is 75% of the
median.

This study uses both absolute and relative concepts of poverty in two parallel series. The first
series, the official based series is based on the DCS derived official poverty line. The second,
which we term CFS-based, derives poverty lines using a similar method to the DCS, from unit
values from the consumption schedule in CFS 2003/04. The derivation of these different series
are discussed briefly below, and in greater detail in Annex 1.

1.3 Explaining poverty measurement: Poverty measures

Poverty measures deal with the issue of aggregation. That is, once we identify the poor,
using a poverty line, we are left with the problem of how to summarise all the information we
have about their (consumption) poverty into a few simple and intuitive indicators. Poverty
measures attempt to do this.

The headcount index provides a measure of the magnitude of poverty. A poverty profile
typically answers the question “If an individual exhibits a particular characteristic (e.g. of
educational achievement) or lives in a particular area (sector, province, district) what is the
likelihood of this individual being poor?” In other words, what proportion of individuals (e.g.)
with no schooling, or living in the rural sector, are poor? This measure is known as the
headcount index and it is a measure of the magnitude of poverty, i.e. it provides an estimate
to answer the question, how much poverty is there?

In addition to the incidence of poverty, which is what the headcount index measures, it is
often useful to know the numbers of people in poverty. A high incidence of poverty in a group
that is a relatively small proportion of the poverty could translate into a small number of poor
people, while a low incidence of poverty in a group that has a large population share could
translate into a large number of poor people. We use the concept of contribution to poverty,
alternatively termed share of poor population, to measure this. This measure gives an idea
of the proportion of (all) poor people who fall into a particular category and answers the
question, “What proportion of the poor have no schooling, or live in a rural area?”

The poverty gap index and the income gap ratio provide measures of the depth of poverty.
Often, in addition to knowing how much poverty there is, we would like to know the degree of
poverty, or answer the question, how deep is this poverty? Or equivalently, how poor are the
poor? The income gap ratio gives the answer in terms of the average consumption of the
poor, presented in terms of the distance from the poverty line. Thus, if the average
consumption of all poor people is a rupee equivalent of 75% of the rupee poverty line, the
income gap ratio is 25%. The advantage of this measure is that it is a concept that is
intuitively easy to grasp. The disadvantage of this measure as a stand-alone measure is that
it does not reflect the magnitude of poverty.

The poverty gap index combines both the concepts of magnitude and depth of poverty. It is
the multiple of the headcount index and the income gap ratio (and conversely, the income
gap ratio is the poverty gap divided by the headcount index). Conceptually, it is the average
distance from the poverty line for the entire (poor and non-poor) group that is being examined
(e.g. rural) where the distance of the non-poor is considered to be zero. Thus, the larger the
proportion of non-poor people in this category (or the smaller the proportion of poor people)
the smaller will be the poverty gap index, whereas the income gap ratio will remain
unaffected.



The squared poverty gap pays attention to inequality among the poor and provides a measure
of the severity of poverty. Consider two groups of poor people (A and B) with the same
average consumption level. Half of the first group (A) consists of people who are very, very
poor, while the other half consists of people who are just below the poverty line. The second
group (B) is quite homogenous with all its members’ consumption very close to the average.
Which group has a greater problem of poverty? If one agrees with the Rawlsian criteria that a
society is better off if the situation of its poorest member is improved, then the second group
(B) is an improvement on the first, although some of its less poor people are poorer than the
less poor people in the first group (A). Thus, the squared poverty gap focuses more attention
on the very poor, but it too combines the idea of magnitude with the idea of severity.

1.4 Official and CFS-based poverty lines

The official poverty line was derived by the DCS using consumption data from the Household
Income and Expenditure Survey (HIES) 2002. A detailed description of this derivation is given
in DCS 2004a and Annex 1 of this study. This poverty line is actually a series of 17 poverty
lines for each of 17 districts for which the original analysis was conducted by the DCS. The
DCS updates these poverty lines regularly using the Sri Lanka Consumer Price Index (SLCPI)
and this information is available on the DCS website (DCS 2007). We use a (national) poverty
line of Rs.1599.25 that is a weighted average of the two poverty lines reported by DCS for
2003 and 2004 where the weights of 0.25 for 2003 and 0.75 for 2004 reflect the proportions
of the CFS survey that were conducted in these two years (See Annex 1 for more details). We
use the ratio of district to national poverty lines as a spatial price index with which to deflate
consumption. This is equivalent to comparing each household’s nominal consumption with
the poverty line of the district in which it is located.

The official based relative poverty line used in this study was calculated simply as 75% of
median per capita consumption where the consumption estimate used was spatially deflated
using the district to national poverty line ratios. The official based relative poverty line is
Rs.1870.58

The CFS-based poverty line was derived by us using unit values from the consumption
schedule of the CFS 2003/04 data (Refer to Annex 1 for details of this derivation). The reason
we needed to derive a poverty line from the CFS data was because the DCS official poverty
line series (being based on HIES 2002) did not contain poverty lines for the Northern and
Eastern provinces. One alternative available to us was to use the national poverty line. This
would be equivalent to assuming that prices in the Northern and Eastern provinces in 2003/
04 were similar to the national average of prices in those years. The evidence is unlikely to
support this assumption, so we rejected this alternative.

Given that we had a rich source of data on prices in the CFS consumption schedule, we
undertook the laborious but rewarding task of generating poverty lines for the Northern and
Eastern provinces using unit values from the CFS data. It was necessary that we generated
poverty lines for all the provinces in order to have a consistent series that could be compared
across all provinces. Details of our methodology are found in Annex 1. A brief summary of
our method and explanation of differences between our results and the DCS results is given
below.

Although we term this poverty line CFS-based, it is anchored in the food poverty line derived
by the DCS from HIES 2002 (DCS 2004a). This was Rs.973 in 2002. We then updated it using
the same method used for updating the official poverty line. This resulted in a food poverty



line of Rs.1093.52 for 2003/04. We then converted this into 22 district food poverty lines by
multiplying it by a food price index for each of these districts. These district level food price
indices were obtained by using the district median value of food prices (unit values) for 39
categories of food and fuel items for a reference population of the lowest 40% of the
population, ranked by per capita (nominal) consumption. The weights (budget shares) were
derived from a basket common to the entire country.

We then use a regression-based method to derive the average non-food consumption of
households whose consumption was at the food poverty line, controlling for household size
and number of children less than 10 years of age. This was done separately for the 22
districts. We then added this non-food consumption to the food poverty line to obtain a lower-
bound estimate of the absolute poverty line of Rs.1399.18

The CFS-based relative poverty line was derived as 75% of the median consumption, where
per capita consumption figures were deflated by district to national poverty line ratios, using
the CFS generated district poverty lines (see Annex 1). The CFS based national relative
poverty line is Rs.1767.21

The CFS-based poverty lines are generally lower than the official-based poverty lines. The
CFS based absolute poverty line of Rs.1399.18 is a lower bound estimate of poverty, while the
DCS official poverty line is the average of upper and lower bound estimates of poverty (DCS
2004a). Thus, one should compare the CFS based poverty line not with the HIES poverty line
in 2002 of Rs.1423, but with the lower bound DCS estimate of poverty in 2002 which was
Rs.1267 (DCS 2004a).

Spatial price indices derived from the CFS-based district poverty lines differ from the
official district poverty lines. The main difference is that the relatively urban districts of
Colombo, Gampaha and Kalutara had higher poverty lines, relative to the national poverty
line, than in the HIES derived official district poverty lines. These reflect estimates of higher
prices (unit values) derived from CFS consumption data of households in these districts.

The reference population for the CFS-based poverty line is the bottom 40% of the population,
whereas for the official poverty line it is the 2" to 4™ deciles (DCS 2004a). Different
expenditure patterns of households may also reflect differences in prices which result in
differences in spatial price indices between the two regions.

1.5 How to use this study

There are many different measures and poverty lines presented in this study, which should
you use? This poverty profile presents poverty estimates for three (sometimes four) poverty
measures for each of the four poverty lines (two series and two concepts). Which estimate
the reader uses depends on their requirement.

We have highlighted the official-based absolute poverty line as our choice of the poverty series
one would refer to if one wanted simply one series of estimates of poverty in 2003/04, that is
also the most consistent with other estimates of poverty derived for Sri Lanka around the
same time. This series does not include data from households in the Northern and Eastern
provinces.

On the other hand, if the reader wanted to use a series that incorporates data from the North
and East, the CFS-based series is the one to follow. It should be kept in mind, however, that
absolute poverty measures in this series provides a lower bound estimate of poverty. Thus, if



one wanted a series of poverty estimates that give an idea of core poverty, or poverty among
the very poor, this would be the series to use.

Relative poverty measures are the ones to use if the reader is interested in those who are just
above the poverty line, as well as those who are absolutely poor.

While poverty estimates within a series can be compared with each other, and each series
could be compared with the other series as a whole, it is not possible to compare one estimate
from one series with another estimate from another series (e.g. urban poverty estimates
based on the ‘official absolute’ series with rural poverty based on ‘CFS official absolute’
series).

The study is organised as follows. In Section 2, a spatial-sectoral profile of poverty for 2003/
04 is constructed. Section 3 presents a poverty profile by demographic characteristics of
individuals and households, Section 4 examines poverty by asset ownership, focusing on
human capital and land while Section 5 examines the association between poverty and labour
market characteristics. Section 6 looks at poverty and transfers.* Section 7 briefly summarises
and draws out some policy applications.

2. Poverty Profile: A Regional Description

2.1 National trends in poverty

Overall poverty in Sri Lanka according to our analysis of data from the Consumer Finance
Survey of 2003/04 ranged from 13-28% of the population depending on the poverty line used.
The headcount index based on the official poverty line indicated that 19% of the population
was absolutely poor in 2003/04. While this is a reduction of 17% from the incidence of poverty
of 23% reported from the HIES 2002 (DCS 2004a, Gunewardena 2007, World Bank 2007),
the two figures are not strictly comparable.> One can nevertheless surmise that poverty is
unlikely to have risen, and most likely fell, between 2002 and 2004.

The estimate of poverty incidence using the CFS-based absolute definition, at 13.4, is about
29% lower than that using the official-based absolute poverty line. The CFS-based poverty
gap is similarly one third lower, and the squared poverty gap 50% lower than the official-
based counterpart. This is mainly because the CFS-based poverty line (which is about 13%
lower than the official poverty line) is a lower-bound estimate of poverty. Thus, to some
extent, the measures derived from the CFS-based series could be interpreted as referring to
core poverty, or the very poor.

Relative poverty figures, by any definition, were considerably higher than absolute poverty
figures. The results indicate that for the official based series, a 17% increase in the poverty
line (from an absolute poverty line of Rs.1599 to a relative poverty line of Rs.1871) resulted
in a 50% increase in the Headcount Index (HCI) and a corresponding 72% increase in the
Poverty Gap (PG) and a 92% increase in the Squared Poverty Gap (SPG). For the CFS based
series, the parallel increase in the poverty line (from Rs.1399.18 to Rs.1761) was 26% and
this led to a 100% increase in the HCI and 138% and 163% increases in the PG and SPG
respectively. This indicates that there are a considerable number of people clustered around
the poverty line.

4 Stata version 9 was used to conduct the data analysis. SPSS was used for data management.
> This is because the poverty measures are based on consumption estimates drawn from different question-
naires.



The income gap ratio (IGR), which is a measure of the average consumption of the poor,
presented as the distance from the poverty line, ranges from 19-24%, depending on the
definition used, indicating that the average poor person’s consumption lies between 3/4 and
4/5 of the poverty line.

Figure 2.1: National poverty 2003/04, based on absolute and relative poverty, with official
poverty line and CFS-based poverty line
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Table 2.1: National poverty 2003/04, based on absolute and relative poverty, with official
poverty line and CFS-based poverty line

Poverty Measure Absolute Relative

CFS-based Official-based CFS-based Official-based

Headcount Index 13.4 18.8 27.2 28.4
Poverty gap 2.6 3.9 6.2 6.7
Squared poverty gap 0.8 1.2 2.1 2.3
Income gap ratio 19 21 23 24
Average per capita consumption 3039.417 3315.847 3039.417 3315.847
Sample size 50373 44761 50373 44761

Source: Authors’ calculations from CFS data

2.2 Sectoral trends in poverty

According to the official poverty line, 8% from the urban sector fell into absolute poverty,
which was similar to the poverty levels measured by the CFS-based poverty line. The gap and
the severity of absolute poverty in the urban sector did not differ much between the two
poverty lines. 19 people out of 100 in the rural sector were below the official poverty line
while 38 people out of 100 in the estate sector were below the official poverty line.



Poverty in the urban sector was the lowest and estate sector poverty highest, regardless of
the poverty line used. Official-based poverty lines indicated that poverty incidence in the rural
sector was more than twice that of the urban sector while poverty incidence in the estate
sector was more than double that of the rural sector. Sectoral differences are somewhat
smaller according to the CFS-based series, but the ranking remains the same.

Relative poverty according to the CFS-based poverty line was close to double or more than
double that of the absolute for all three sectors, and all three measures. This indicates that a
large percentage of the population was clustered above the poverty line. A 1% increase in the
poverty line led to a 3-4% increase in the incidence of poverty depending on the series used.

Sectoral disparities are evident in the poverty gap and squared poverty gap measures of
poverty. However, these are largely driven by the difference in the Headcount Index which is
one component of these indices. The Income Gap Ratio (IGR) measures the average
consumption of the poor measured as the distance below the poverty line without weighting
it by the number of poor, and thus eliminates the influence of the Headcount Index on the
poverty measure. According to this measure, the average consumption of the poor ranges
from 18% to 24% of the poverty line. Interestingly, the IGR is lowest in the estate sector at
lower poverty lines indicating that the estate population, which is quite homogenous in terms
of consumption, has an average consumption closer to the poverty line than in the other two
sectors where consumption is more dispersed.

Table 2.2: Poverty by sector 2003704, based on absolute and relative poverty, with official
poverty line and CFS-based poverty line

Sector Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

Headcount Index 7.3 8 15.8 13.1

Urban Poverty gap 1.6 1.7 3.6 2.9
Squared poverty gap 0.5 0.6 1.3 1

Income gap ratio 22 21 23 22

Share of poor population 7 5 7 5

Population share 13 12 13 12

Sample size 1477 1229 1477 1229

Headcount Index 13.7 18.9 27.5 28.7

Rural Poverty gap 2.6 3.9 6.3 6.8
Squared poverty gap 0.8 1.2 2.1 2.3

Income gap ratio 19 21 23 24

Share of poor population 84 83 83 83

Population share 82 82 82 82

Sample size 9650 8691 9650 8691

Headcount Index 23.3 38.4 49.4 54.8

Estate Poverty gap 4.3 7.6 111 13.2
Squared poverty gap 1.3 2.3 3.6 4.5

Income gap ratio 18 20 23 24

Share of poor population 9 12 10 12

Population share 5 6 5 6

Sample size 595 595 595 595

Source: Authors’ calculations from CFS data



Figure 2.2: Poverty by sector 2003/04, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line
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Although poverty in the estate sector is the highest amongst all three sectors in Sri Lanka the
biggest contribution to poverty comes from the rural sector. The other two sectors contribute
around 17% to poverty, whereas 85% of the poor come from the rural sector reflecting its
higher population share. Thus, while the probability of being poor is highest in the estate
sector, the probability is highest that a poor person in Sri Lanka will be located in the rural
sector.

Figure 2.3: Contribution to poverty by sector 2003704, based on absolute and relative
poverty, with official poverty line and CFS-based poverty line
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2.3 Provincial trends in poverty

Disaggregated measures of poverty by province show that poverty in the Uva Province is the
highest among all the provinces in Sri Lanka. The Central Province and Sabaragamuwa
Province take second and third place, while the rankings differ among poverty lines. Poverty is
lowest in the Western and North Western provinces (rankings depend on the poverty line).
The Southern and North Central provinces rank below (have lower poverty than) the provinces



in the centre of the country, but above the relatively industrialised Western and North Western
provinces.

The CFS-based poverty line helped to develop poverty figures for Northern and Eastern
provinces where the official poverty line did not facilitate the spatial analysis. The Northern
Province reported slightly higher poverty than the Eastern province. While absolute poverty in
the Northern province was similar to that in the Central province, poverty incidence in the
Eastern province was close to that of Sabaragamuwa. In terms of relative poverty they ranked
closer to the Central province than to Sabaragamuwa. In all the provinces except Uva, the
incidence of relative poverty is double that of absolute poverty according to the CFS-based
series, while relative poverty is 50% higher than absolute poverty according to the official-
based series.

The CFS based absolute poverty measures can be considered an indicator of the very poor
and ranking differences between the two CFS measures give an idea about where the poor
are in terms of their consumption. Sabaragamuwa has lower poverty than Northern and
Central provinces according to the absolute poverty line, but higher poverty than both these
when the relative poverty line is used. This indicates that many of the poor in Sabaragamuwa
are closer to the relative poverty line than those in the Northern and Central provinces.

Poverty gap figures give a more detailed intuition into the location of the poor. Income gap
ratios derived from the poverty gap and headcount indices indicate three distinct clusters of
poverty. Uva province forms a distinct group by itself, where the consumption of the poor is
on average 3/4 of the poverty line (their gap is 1/4). When the poverty line rises, the gap
widens to 28%, i.e. their consumption falls to 72% of the poverty line.

The Northern and Eastern provinces are the next with the average poor person consuming 4/
5 of the poverty line. When the poverty line is raised this falls to 3/4. The Central, Western
and Southern provinces are close behind, while the poverty gap is considerably smaller for
the North Western and North Central provinces.

Table 2.3: Poverty trends by province 2003/04, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line

Province Poverty Measure Absolute Relative

CFS-based Official- CFS-based Official-

based based

Western Headcount Index 8.3 8.2 17.3 13.4
Poverty gap 1.6 1.6 3.9 2.9

Squared poverty gap 0.5 0.5 1.3 1

Income gap ratio 19 19 23 22

Share of poor population 17 13 17 14

Population share 27 30 27 30

Sample size 3215 3215 3215 3215

Central Headcount Index 18.4 28 35.2 39.3
Poverty gap 3.4 5.7 8.4 9.8

Squared poverty gap 1 1.8 2.8 3.4

Income gap ratio 18 20 24 25

Share of poor population 18 22 17 21

Population share 13 15 13 15

Sample size 1532 1532 1532 1532
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Figure 2.4: Poverty measures by province 2003704, based on absolute and relative
poverty, with official poverty line and CFS-based poverty line.

Absolute Poverty Line

Uva

Central

Morthern

Sabaragamuwa

CFS-based Eastam
Southern

N Central

Westem

N Western

Liva

Sabaragamuwa

Central

Official-based Southern
N Cantral

N Westem

Westerm

Relalive Poverty Line

Uva

Sabaragamuwa

Central

Morthern

CFS-based Eastern
Southermn

N Central

Wesfern

N Wastem

Liva

Sabaragamuwa

Cantral

Official-based N Central
Southern

N Weasterm

Westermn

Q 20 40 G0 B0
Percentage

B Headcount index PN Poverty Gap
B squared Poverty Gap

Source: Authors’ calculations from CFS data

12



Severity is highest in the Uva province while Central, Northern, Eastern and Sabaragamuwa
provinces recorded the same had levels of severity similar to each other. North Central and
North Western provinces have the lowest severity compared to all other provinces.

Where do most poor people in Sri Lanka live? The largest share of the poor population in Sri
Lanka is in the Central Province while the next highest contribution is made by Sabaragamuwa
Province according to the official poverty line. The North Central and North Western provinces
have the least shares of the poor population, while the percentage share of the poor located
in the least poor Western province and the most poor Uva province are comparable.

Poverty figures derived from the CFS-based poverty line showed a different picture than that
reported by the figures calculated based on the official poverty line. Northern and North
Central provinces had the least contributions while the contribution of the Eastern province
(9%) was close to that of the Uva province. Sabaragamuwa and Southern provinces had
higher contributions reflecting their higher population shares.

Figure 2.5: Headcount index by province 2003/04, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line
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3. Poverty Profile: By Demographic Characteristics

3.1 Gender

It is now accepted wisdom that poverty among females tends to be higher than among males.
Poverty profiles, which typically calculate poverty measures by gender of household head,
however, do not capture this feature (World Bank 2007, Gunewardena 2007). This may be
because female heads who are impoverished owing to widowhood or desertion by their
spouses, often return to their parents’ home. Thus, the newly impoverished young family with
its young female head is nested in the parental household, which could be headed by a male.
Another explanation is that female headship may occur as a result of the male head migrating
for employment; in this case if he remits earnings, the family is less likely to be poor.

For these reasons, we do not estimate poverty by gender of household head, but rather we
calculate poverty estimates by gender for the entire population. This is done using the gender
composition of the household, where each individual in the household is assigned the per
capita consumption of the household. Admittedly, this measure does not capture intra-
household inequality in consumption (which may take a variety of forms, an extreme example
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of which is when an alcoholic father or drug-addict son has a disproportionate share of
household consumption), but it will reflect if a higher proportion of females within the
household has a depressing effect on consumption. However, the results, given below,
indicate that the incidence, gap and the severity between male and female in Sri Lanka did
not differ much from one another.

We also examined if poverty by age and marital status (discussed below) were affected by
gender (see Annex 2 for all results). While we found no significant difference in the estimates
of gender by age, nor by marital status, the sample of separated individuals (which had higher
than average poverty) had a disproportionate share of females (see below). Thus, it appeared
that gender per se was not a factor associated with poverty in Sri Lanka in 2003-04, but there
iS some evidence to support the idea that separated females experienced higher poverty
(along with separated males).

Table 3.1: Poverty by gender 2003704, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line

Gender Poverty Measure Absolute Relative

CFS-based Official- CFS-based Official-

based based

All females Headcount Index 13.1 18.4 27 28.1
Poverty gap 2.5 3.8 6.2 6.6

Squared poverty gap 0.8 1.2 2.1 2.3

Sample size 26503 23482 26503 23482

Separated Headcount Index 22.4 25.1 38.3 40.3
females Poverty gap 4.8 5.7 9.9 9.6
Squared poverty gap 15 1.9 3.7 3.4

Sample size 303 263 303 263

All males Headcount Index 13.6 19 27.1 28.5
Poverty gap 2.6 3.9 6.3 6.8

Squared poverty gap 0.8 1.2 2.1 2.3

Sample size 24042 21451 24042 21451

All individuals Headcount Index 13.4 18.8 27.2 28.4
Poverty gap 2.6 3.9 6.2 6.7

Squared poverty gap 0.8 1.2 2.1 2.3

All separated Headcount Index 21.3 24 35.7 37.4
individuals Poverty gap 4.6 5.6 9.4 9.2
Squared poverty gap 1.4 1.9 3.5 3.4

Sample size 403 358 403 358

Source: Authors’ calculations from CFS data

We then used the concept of breadwinner, rather than headship, to further examine the
association between poverty and gender. The breadwinner was defined as the principal
income earner, using two definitions of income: (1) all sources, and (2) income from wage
employment. We also expanded both these definitions to construct a category of households
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where more than 50% of income was earned by females.® The results indicated that
households with a high proportion of female wage earners, or with female breadwinners who
were wage earners, tended to experience marginally higher poverty than average.

Table 3.2: Poverty and female contribution to household earnings 2003704, based on
absolute and relative poverty, with official poverty line and CFS-based poverty line

Gender and income Poverty Measure Absolute Relative

CFS-based  Official- CFS-based  Official-

based based

Breadwinner (principal Headcount Index 15.4 20.8 29.7 30.2
income earner) is female  Poverty gap 3 4.3 7 7.4
(Wage/Cash) Squared poverty gap 0.9 1.4 2.4 2.6
Sample size 1825 1705 1825 1705

Proportion of income from Headcount Index 15 20.2 29.3 29.8
females in household Poverty gap 2.9 4.2 6.9 7.2
> 50% (Wage/Cash) Squared poverty gap 0.9 1.3 2.4 2.5
Sample size 1831 1710 1831 1710

Source: Authors’ calculations from CFS data

3.2 Age

Disaggregation by age gives an indication of poverty among children, youth, adults and the
elderly. The results appear to indicate that child poverty is higher than average. Poverty
among youth (15-24 years) and younger adults (25-44) was close to the national average,
while poverty among those over 45 was relatively low. Poverty among the elderly (over 65
years) was higher than among the middle-aged, but nevertheless was lower than the national
average.

Disaggregation of poverty measures by age and gender (see Annex 2) indicate that there was
no significant difference between overall poverty rates and female poverty rates by age.

6 See Annex 2 for all results
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Table 3.3: Poverty by age 2003/04, based on absolute and relative poverty, with official
poverty line and CFS-based poverty line

Age Poverty Measure Absolute Relative

CFS-based  Official- CFS-based  Official-

based based

Below 5 Headcount Index 17.4 22.8 32.5 33.1
Poverty gap 3.7 5.3 8.2 8.6

Squared poverty gap 1.2 1.9 3 3.2

5-14 Headcount Index 19.6 26.8 36.9 38.2
Poverty gap 4 5.8 9 9.7

Squared poverty gap 1.2 1.9 3.2 3.5

15-24 Headcount Index 12.5 18.2 26.6 28.2
Poverty gap 2.2 3.5 5.8 6.3

Squared poverty gap 0.6 1.1 1.9 2.1

25-44 Headcount Index 12.7 17.6 25.6 26.9
Poverty gap 2.4 3.6 5.8 6.3

Squared poverty gap 0.7 11 1.9 2.1

45-54 Headcount Index 8.8 13.6 20.5 22.3
Poverty gap 1.5 2.5 4.2 4.8

Squared poverty gap 0.4 0.8 1.3 1.5

55-64 Headcount Index 8.2 12 18.3 19.4
Poverty gap 1.5 2.3 3.9 4.3

Squared poverty gap 0.4 0.7 1.2 1.4

65-74 Headcount Index 12 16.5 24.3 25.1
Poverty gap 2.2 3.2 5.4 5.7

Squared poverty gap 0.7 1 1.8 1.9

75-84 Headcount Index 11.7 16.9 24.2 26.6
Poverty gap 1.9 3.2 5.2 5.8

Squared poverty gap 0.6 1 1.7 1.9

85 and above Headcount Index 10.3 15.9 25.1 24.9
Poverty gap 2.4 3.5 5.6 5.8

Squared poverty gap 0.9 1.3 2.1 2.2

Source: Authors’ calculations from CFS data

These results indicate that households with small children may experience higher poverty.
While this may be true, it also may be a result of our methodology. We use per capita
consumption throughout this study, with no adjustments for the composition of households.
If children’s consumption is on average lower (in terms of expenditure) than that of adults,
the unadjusted per capita consumption of these households will be an underestimate of the
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true consumption of individuals in those households, and their poverty levels will be
consequently overestimated.’®

These results do not indicate that poverty among the elderly is disproportionately high. Once
more, this may be because no adjustment is made for any differential consumption of the
elderly - their consumption of health services, for example, may be higher than that of other
household members. In order to examine this further we estimated poverty measures for
several age groups, differentiated by whether they were working, had a pension, were (not)
living with their children. Results are given in Table 3.4.

On the whole, poverty was not higher than average in households with an elderly person
present, regardless of the age of the individual.® Some interesting, though largely unsurprising
variations are evident. Households with elderly residents in their 70s and 80s appear to be
poorer than households with elderly residents in their 60s. Among households with
septuagenarians, the working elderly are poorer, while working octogenarians (a very small
number) and pensioners of all ages, are definitely less poor.

Table 3.4 : Poverty by 60-80 age group with selected characteistics 2003704, based on
absolute and relative poverty with official poverty line and CFS-based poverty line

Age and category Poverty Measure Absolute Relative
of elderly

CFS-based Official- CFS-based Official-

based based

60-69 Headcount Index 9.8 13.8 20.1 21.1
Poverty gap 1.8 2.7 4.5 4.8

Squared poverty gap 0.5 0.8 1.5 1.6

Sample size 3054 2782 3054 2782

60-69 with a pension Headcount Index 1.8 1.7 4.3 3.3
Poverty gap 0.2 0.3 0.8 0.6

Squared poverty gap 0 0.1 0.2 0.2

Sample size 400 361 400 361

60-69 working Headcount Index 8.7 13.6 19.8 21.6
Poverty gap 1.6 2.5 4.2 4.7

Squared poverty gap 0.4 0.7 1.3 1.5

Sample size 995 927 995 927

60-69 not living with Headcount Index 8.5 12.1 175 19.2
children Poverty gap 1.7 2.5 4 4.3
Squared poverty gap 0.5 0.8 1.4 1.5

Sample size 2189 1999 2189 1999

7 While children may consume less food (quantity) than adults, their non-food consumption which includes
schooling, health and clothing among other items, may be higher. Moreover, the food items they consume may
be more expensive (e.g. milk) than those consumed by adults.

8 The use of per capita measures also ignores economies of scale. As a result, our finding that larger households
are poorer (Annex 2) needs to be treated with caution. It may be that larger households have more economies
of scale, and per capita consumption estimates underestimate the actual consumption of individuals in these
households, as a result overestimating their poverty levels.

9 Households with working elderly who are in their 70s had poverty levels marginally above average, however,
the margin is so small that these results are unlikely to be statistically significant.
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3.3 Disability

Poverty is markedly higher among the disabled and in households with a disabled member,
for all three measures of poverty. Income gap ratios indicate that these households are well
below ¥4 of the poverty line.

Table 3.5 : Poverty by disability 2003704, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line

Disability Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

Disabled individuals Headcount Index 22.3 29.2 39.2 41.1
Poverty gap 4.8 6.9 10.2 11

Squared poverty gap 1.6 2.5 3.8 4.3

Income gap ratio 22 24 26 27

Sample size 1162 1049 1162 1049

Households with a Headcount Index 24.3 315 42 43
disabled member Poverty gap 5.5 7.8 11.3 12.1
Squared poverty gap 1.9 2.8 4.3 4.8

Income gap ratio 23 25 27 28

Sample size 1016 910 1016 910

Source: Authors’ calculations from CFS data

3.4 Marital Status

Poverty was above average among the group of people who are separated and single, but
lower than average among those currently married, widowed or divorced. These results were
evident for all measures, regardless of the poverty line used. Disaggregation by gender
revealed that overall poverty levels by marital status did not vary significantly from poverty
levels of females by marital status, although the number of separated females was more than
double the number of separated males in the sample (see discussion under Gender).
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Table 3.6: Poverty by marital status 2003704, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line

Marital status Poverty Measure Absolute Relative

CFS-based Official- CFS-based Official-

based based

Single Headcount Index 15.6 21.4 30.4 31.6
Poverty gap 3 4.5 7.2 7.7

Squared poverty gap 0.9 1.5 2.5 2.7

Married Headcount Index 11.2 16.2 23.7 25.3
Poverty gap 2 3.2 5.2 5.7

Squared poverty gap 0.6 1 1.7 1.9

Widowed Headcount Index 10.9 15.3 24.4 24.8
Poverty gap 2.1 3.1 5.3 5.5

Squared poverty gap 0.7 1 1.8 1.9

Separated Headcount Index 21.3 24 35.7 37.4
Poverty gap 4.6 5.6 9.4 9.2

Squared poverty gap 1.4 1.9 3.5 3.4

Divorced Headcount Index 5.6 15.2 26.8 28.8
Poverty gap 0.9 1.8 3.8 4.5

Squared poverty gap 0.2 0.4 0.9 1.1

Source: Authors’ calculations from CFS data

3.5 Ethnicity

Poverty among different ethnic groups showed a large variation. Poverty among the Sinhala
population was clearly below average, while poverty among Tamils and Moors was clearly
above average. While the ‘other’ category had the largest magnitude of poverty, the sample
size was relatively small, indicating that these results may not be statistically significant.

The depth of poverty, when not weighted by the incidence of poverty has a similar pattern,
except for Indian Tamils, who were on average less than one fifth below the poverty line. Sri
Lankan Tamils on the other hand had deeper poverty than other groups when the relative
official-based poverty line was used. This series of figures does not include households from
the Northern and Eastern provinces and thus the measures refer to Sri Lankan Tamils living in
the rest of the country. *

10 Of the 421 Sri Lankan Tamils living outside the Northern and Eastern provinces, 116 were located in the Central
province, and 173 in the Western province, with the rest dispersed among the other provinces. By contrast, of
the 443 Indian Tamils living outside the Northern and Eastern provinces, 244 were in the Central province, 85
in Uva and 77 in Sabaragamuwa, with only 27 in the Western province.
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Table 3.7: Poverty by ethnicity 2003704, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line

Ethnicity Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

Sinhala Headcount Index 12.2 17.3 24.8 26.4
Poverty gap 2.3 3.5 5.6 6.2

Squared poverty gap 0.7 1.1 1.9 2.1

Income gap ratio 19 20 23 23

Share of poor population 71 79 71 79

Population share 78 86 78 86

Sample size 39236 38287 39236 38287

Sri Lankan Tamil Headcount Index 18.2 26.6 35.3 34.4
Poverty gap 3.7 5.8 8.6 9.3

Squared poverty gap 1.2 2 3 3.5

Income gap ratio 20 22 24 27

Share of poor population 13 5 12 5

Population share 9 4 9 4

Sample size 4768 1667 4768 1667

Indian Tamil Headcount Index 22.9 37.6 48.5 55.5
Poverty gap 3.8 7 10.5 12.7

Squared poverty gap 1 2 3.2 4.1

Income gap ratio 17 19 22 23

Share of poor population 7 9 7 8

Population share 4 4 4 4

Sample size 1950 1934 1950 1934

Moor Headcount Index 14.5 21.2 29.5 33.3
Poverty gap 3.2 4.9 7 8

Squared poverty gap 1 1.7 2.5 3

Income gap ratio 22 23 24 24

Share of poor population 9 7 9 7

Population share 8 6 8 6

Sample size 4278 2782 4278 2782

Malay Headcount Index 0.7 0.7 12.6 12.9
Poverty gap 0.1 0 2.4 0.9

Squared poverty gap 0 0 0.4 0.1

Income gap ratio 14 0 19 7

Share of poor population 0 0 0 0

Population share 0 0 0 0

Sample size 143 139 143 139
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Burgher Headcount Index 0 0 17.4 0
Poverty gap 0 0 1.9 0
Squared poverty gap 0 0 0.3 0
Income gap ratio - - 11 -
Share of poor population 0 0 0 0
Population share 0 0 0
Sample size 115 69 115 69

Other Headcount Index 40 40 50.9 50.9
Poverty gap 4.2 4 12.6 9.3
Squared poverty gap 0.7 0.6 3.6 2.3
Income gap ratio 11 10 25 19
Share of poor population 0 0 0 0
Population share
Sample size 55 55 55 55

Source: Authors’ calculations from CFS data

4. Poverty Profile: By Human Capital and Land

4.1 Education

In examining the relationship between education and poverty, we look at three sets of
variables, an individual’s own educational level, the education of his/her household head and
the education of the main income earner in his/her household.!!

All three variables indicate an inverse relationship between the level of education and poverty
in Sri Lanka. The poverty incidence was highest among individuals with no schooling, while
Individuals with post secondary level of education have the lowest level of poverty. A similar
pattern is observed with the other poverty measures..

What level of education might be adequate to escape poverty? While our methodology does
not strictly enable us to answer this question, it is quite clear that there is a ‘jump’ in poverty
rates in all three tables, between primary education and lower secondary level. Thus,
completing primary education appears to be insufficient to escape poverty in Sri Lanka, lower
secondary education is necessary. It is interesting that while passing the General Certificate
of Education (Ordinary Level) helps to reduce poverty further, it is not needed in order to take
one (or one’s household) above the average level of poverty in the country.

The association between education and poverty that is seen here is not necessarily causative.
While education can and should reduce poverty either by making its recipients more
productive, or by getting them into more secure better paying formal sector jobs, greater
poverty can lead households to take their children out of school earlier in the educational
cycle.

1 Note that the first category includes children who are currently schooling and this partly explains the consid-
erably lower poverty rates at lower levels of education when compared to the second and third categories.
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If indeed, being educated in Sri Lanka reduces one’s risk of being poor, there are several
implications from our finding that primary education is insufficient to rise above the average
level of poverty in the country. While Sri Lanka already has close to 100% enrolment at
primary level, and thus can be said to have met the relevant Millennium Development Goal,
this goal is clearly insufficient for Sri Lanka. Sri Lanka’s secondary school enrolment rates are
poor, especially among males who are more likely to participate in the labour force, and
generate incomes that will help to reduce poverty. llliteracy is also strongly associated with

poverty as indicated in the results in Table 4.4.

Table 4.1: Poverty by level of education 2003704, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line

Level of education Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

No schooling Headcount Index 20.7 28.3 38.5 40.6
Poverty gap 4.4 6.5 9.7 10.5

Squared poverty gap 1.4 2.3 3.5 3.9

Sample size 7661 6538 7661 6538

Sub primary Headcount Index 19.1 26.5 35.7 37.7
Poverty gap 3.8 5.6 8.7 9.5

Squared poverty gap 1.2 1.8 3.1 3.4

Sample size 7996 6931 7996 6931

Primary Headcount Index 16.4 23 33.1 34.5
Poverty gap 3.1 4.7 7.6 8.2

Squared poverty gap 0.9 1.5 2.5 2.8

Sample size 12505 11021 12505 11021

Lower secondary Headcount Index 9.8 14.5 22.3 23.8
Poverty gap 1.6 2.6 4.6 5

Squared poverty gap 0.4 0.7 1.4 1.6

Sample size 12518 11623 12518 11623

O/L but not A/L Headcount Index 5.3 8 13.1 13.6
Poverty gap 0.9 1.5 2.6 2.8

Squared poverty gap 0.3 0.4 0.8 0.9

Sample size 5281 4612 5281 4612

A/L Headcount Index 2 3.1 6.1 6.5
Poverty gap 0.2 0.4 1 1.1

Squared poverty gap 0 0.1 0.2 0.3

Sample size 3785 3478 3785 3478

Post-secondary Headcount Index 15 2.2 3.5 3.8
Poverty gap 0.2 0.4 0.7 0.8

Squared poverty gap 0 0.1 0.2 0.2

Sample size 799 730 799 730

Source: Authors’ calculations from CFS data

23



Table 4.2: Poverty by educational attainment of household head 2003704, based on
absolute and relative poverty, with official poverty line and CFS-based poverty line

Level of education Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

No schooling Headcount Index 32.6 45.3 54.5 61.2
Poverty gap 7.1 111 14.9 17.1

Squared poverty gap 2.3 4 5.6 6.7

Sample size 939 741 939 741

Sub-primary Headcount Index 21.3 31.2 40.6 44.7
Poverty gap 4.2 6.6 9.8 11.1

Squared poverty gap 1.3 2.2 3.4 4

Sample size 1658 1437 1658 1437

Primary Headcount Index 16.3 23.3 33.4 35.3
Poverty gap 3 4.6 7.5 8.1

Squared poverty gap 0.9 1.4 2.5 2.7

Sample size 3657 3295 3657 3295

Lower secondary Headcount Index 8.4 11.7 19.5 19.7
Poverty gap 1.5 2.2 4 4.2

Squared poverty gap 0.4 0.7 1.3 1.3

Sample size 3094 2894 3094 2894

Ordinary Level Headcount Index 2.8 5.1 9.5 9.6
Poverty gap 0.4 0.8 1.5 1.7

Squared poverty gap 0.1 0.2 0.4 0.5

Sample size 1239 1096 1239 1096

Advanced Level Headcount Index 1.3 1.9 3.9 4.6
Poverty gap 0.1 0.2 0.6 0.6

Squared poverty gap 0 0 0.1 0.1

Sample size 891 827 891 827

Post-secondary education Headcount Index 0.5 0.5 1.4 1.1
Poverty gap 0.1 0.1 0.3 0.2

Squared poverty gap 0 0 0.1 0.1

Sample size 244 225 244 225

Source: Authors’ calculations from CFS data
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Table 4.3: Poverty by educational attainment of principal income earner 2003/04, based
on absolute and relative poverty, with official poverty line and CFS-based poverty line

Educational Poverty Measure Absolute Relative
attainment of
principal income earner

CFS-based  Official- CFS-based  Official-

based based

No schooling Headcount Index 33.3 47.3 56.3 63
Poverty gap 7.6 11.7 15.5 17.9

Squared poverty gap 2.6 4.3 5.9 7.1

Sample size 834 649 834 649

Sub-primary schooling Headcount Index 22.9 33.9 43 48
Poverty gap 4.5 7.2 10.5 12.1

Squared poverty gap 1.4 2.4 3.7 4.3

Sample size 1372 1189 1372 1189

Primary schooling Headcount Index 17.9 25.9 36.8 39.1
Poverty gap 3.4 5.2 8.4 9.2

Squared poverty gap 1 1.6 2.8 3.1

Sample size 3181 2827 3181 2827

Lower secondary schooling Headcount Index 10 13.7 21.6 22.4
Poverty gap 1.7 2.6 4.5 4.8

Squared poverty gap 0.5 0.8 1.4 1.5

Sample size 3407 3193 3407 3193

Ordinary Level Headcount Index 4.4 7 12.1 11.9
Poverty gap 0.7 1.2 2.2 2.3

Squared poverty gap 0.2 0.3 0.6 0.7

Sample size 1398 1241 1398 1241

Advanced Level Headcount Index 1.5 2.2 5.1 5.7
Poverty gap 0.1 0.2 0.8 0.8

Squared poverty gap 0 0 0.2 0.2

Sample size 1209 1121 1209 1121

Post-secondary education Headcount Index 1 1 1.6 1.4
Poverty gap 0.1 0.2 0.4 0.4

Squared poverty gap 0 0.1 0.1 0.1

Sample size 321 295 321 295

Source: Authors’ calculations from CFS data
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Table 4.4 : Poverty by literacy 2003704, based on absolute and relative poverty, with
official poverty line and CFS-based poverty line

Literacy Poverty Measure Absolute Relative

CFS-based  Official- CFS-based  Official-

based based
Household has Headcount Index 18.5 25.6 35.5 37.4
an illiterate member Poverty gap 3.7 5.5 8.6 9.2
Squared poverty gap 1.2 1.8 3 3.3
Sample size 5826 5093 5826 5093

Source: Authors’ calculations from CFS data

4.2 Land Ownership

Land is one of most significant determinants of poverty in a society where a large percentage
of employment is still in agriculture. In this section we provide a description of poverty by
land ownership, which helps confirm the perception that those who have land are more
wealthy; those who do not are deprived.

Around one third of the population in landless households was poor according to the official
poverty line whereas nearly a half of the same population is poor as calculated by the relative
poverty line. By contrast, the incidence of poverty among those owning land was close to half
of that among those who were landless.

Similar patterns were observed for the depth and severity of poverty, however the income
gap ratio indicated that when the depth of poverty is unadjusted for the incidence of poverty,
it was similar (21-26%) for both landowning and landless categories.
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Table 4.5: Poverty by land ownership 2003/04, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line

Land Ownership Poverty Measure Absolute Relative

CFS-based Official- CFS-based Official-

based based

Household owns land Headcount Index 12.6 17.4 25.7 26.8
Poverty gap 2.4 3.6 5.8 6.2

Squared poverty gap 0.7 11 2 2.1

Income gap ratio 19 23 23 21

Sample size 10671 9564 10671 9564

Household owns Headcount Index 11.8 18.2 25.2 28.4
agricultural land Poverty gap 2.1 3.6 5.5 6.4
Squared poverty gap 0.6 11 1.8 2.1

Income gap ratio 18 20 22 23

Sample size 4146 3854 4146 3854

land area < 10 perches Headcount Index 17.6 24 35 34.6
Poverty gap 3.7 5.1 8.4 8.6

Squared poverty gap 1.2 1.7 3 3.1

Income gap ratio 21 21 24 25

Sample size 2146 1937 2146 1937

land area 10-39 perches  Headcount Index 12.6 14.9 23.8 22.4
Poverty gap 2.3 3.1 5.6 5.3

Squared poverty gap 0.7 1 1.9 1.9

Income gap ratio 18 21 24 24

Sample size 3234 2795 3234 2795

land area 1/4-1 acre Headcount Index 13.9 20.4 28.7 31.5
Poverty gap 2.6 4.2 6.5 7.3

Squared poverty gap 0.8 1.3 2.1 2.5

Income gap ratio 19 21 23 23

Sample size 3078 2804 3078 2804

land area > 1 acre Headcount Index 11 17.3 23.8 27.1
Poverty gap 2 3.4 5.1 6.1

Squared poverty gap 0.6 1 1.7 2

Income gap ratio 18 20 21 23

Sample size 3264 2979 3264 2979

Household does not Headcount Index 21.8 32.5 42.6 45
own any land Poverty gap 4.5 6.9 10.3 11.5
Squared poverty gap 1.4 2.2 3.6 4.1

Income gap ratio 21 21 26 25

Sample size 1051 951 1051 951

Source: Authors’ calculations from CFS data

27



Figure 4.1: Poverty by household land ownership 2003704, based on absolute and relative
poverty, with official poverty line and CFS-based poverty line
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Figure 4.2: Poverty by the extent of land owned by household 2003/04, based on absolute

and relative poverty, with official poverty line and CFS-based poverty line
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We examine the relationship between land ownership and poverty by looking at poverty
measures by four categories of land area. Among all four categories of land holding the lowest
incidence, gap and severity of poverty could be seen in the category of families owning a land
area of 10-39 perches, while the highest poverty incidence is recorded in households with a
land area of less than 10 perches.

The distribution of land across sectors is given below and provides a solution to the puzzle of
why households with smaller plots of land (10-39 perches) are less poor than households
with larger plots of land - a greater proportion of this land is located in urban areas, and
probably has higher value than the larger plots of land in rural areas.

Table 4.6 Sectoral distribution of landholdings by size

Land Area Urban Rural Estate
Land area < 10 perches 29.79 43.57 26.64
Land area 10-39 perches 16.39 82.75 0.86
Land area 1/4-1 acre4.56 94.33 1.11
Land area > 1 acre2.22 96.98 0.81

Source: Authors’ calculations from CFS data

5. Poverty Profile: By Employment

In this section we look at the association between poverty and employment status,
occupational status and occupations and industries of employment. Poverty incidence, depth
and severity were not very different between employed and unemployed individuals,
indicating that unemployment is not strongly associated with poverty. Poverty indicators for
the inactive, though slightly higher, were not very different from average poverty levels.

Table 5.1: Poverty by labour market status 2003704, based on absolute and relative
poverty, with official poverty line and CFS-based poverty line

Labour market status Poverty Measure Absolute Relative

CFS-based  Official- CFS-based  Official-

based based

Employed Headcount Index 11.3 16.4 24 25.4
Poverty gap 2 3.2 5.3 5.8

Squared poverty gap 0.6 1 1.7 1.9

Sample size 313 16423 313 16423

Unemployed Headcount Index 11.6 16.9 23.7 25.3
Poverty gap 2.1 3.2 5.3 5.8

Squared poverty gap 0.6 1 1.7 1.9

Sample size 1753 1630 1753 1630

Inactive Headcount Index 13.4 18.8 27.3 28.7
Poverty gap 2.5 3.8 6.2 6.7

Squared poverty gap 0.8 1.2 2.1 2.3

Sample size 22721 19853 22721 19853

Source: Authors’ calculations from CFS data
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However, having a large number of unemployed persons in the household can be associated
with poverty as Table 5.2 indicates.

Table 5.2: Poverty by unemployment 2003704, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line

Number of unemployed Poverty Measure Absolute Relative
members in household
CFS-based  Official- CFS-based Official-
based based
- None Headcount Index 13.3 18.7 27.3 28.5
Poverty gap 2.6 3.9 6.3 6.7
Squared poverty gap 0.8 1.2 2.1 2.3
Sample size 10261 9158 10261 9158
- One Headcount Index 12.5 16.9 23.1 25.9
Poverty gap 2.1 3.3 5.3 5.9
Squared poverty gap 0.6 1 1.8 1.9
Sample size 1204 1119 1204 1119
- Two or more Headcount Index 19 27.8 38.2 37.3
Poverty gap 3.5 5.4 8.7 9.4
Squared poverty gap 1 1.6 2.9 3.2
Sample size 257 238 257 238

Source: Authors’ calculations from CFS data

The sector of employment is also strongly associated with poverty as indicated in table 5.3.

Table 5.3: Poverty by sector of work 2003704, based on absolute and relative poverty,
with official poverty line and CFS-based poverty line

Household Poverty Measure Absolute Relative

employment and
unemployment

CFS-based  Official- CFS-based Official-

based based

Household with at least Headcount Index 7.6 11.7 18.1 19.3

one formal sector worker Poverty gap 1.2 2 3.6 3.9

Squared poverty gap 0.3 0.6 1.1 1.2

Sample size 3903 3645 3903 3645

Household with at least Headcount Index 15.5 21.4 31 32.2

one informal sector Poverty gap 3 4.5 7.2 7.7

worker Squared poverty gap 0.9 1.4 2.4 2.7

Sample size 8375 7535 8375 7535

Source: Authors’ calculations from CFS data
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Table 5.4 gives a further breakdown of formal sector employees which indicates that
households with public sector employees do better than those with private sector formal
employees, but that neither is strongly associated with poverty.

Table 5.4: Poverty by sector of work, of formal sector employees 2003704, based on
absolute and relative poverty, with official poverty line and CFS-based poverty line

Sector of Work Poverty Measure Absolute Relative

CFS-based  Official- CFS-based Official-

based based

Central govt or provincial Headcount Index 3.2 4.5 8 8.2
councils or local Poverty gap 0.5 0.8 1.5 1.6
government employee Squared poverty gap 0.1 0.2 0.4 0.5
in household Sample size 1517 1364 1517 1364
Public corporation Headcount Index 6.6 10.1 17 17.4
employee in household Poverty gap 1.4 2 3.5 3.7
Squared poverty gap 0.5 0.7 1.2 1.3

Sample size 475 420 475 420

Formal private sector Headcount Index 10 15.3 23.5 24.8
employee in household Poverty gap 1.5 2.6 4.7 5.1
Squared poverty gap 0.4 0.7 1.3 1.5

Sample size 2216 2145 2216 2145

Source: Authors’ calculations from CFS data

Informality can also be related to the type of employment, rather than to the sector of
employment. Poverty incidence, depth and the severity were above average among
households with casual employees, unpaid family workers and the self-employed, with the
strongest association with poverty being with casual work.

32



Table 5.5: Poverty by individuals’ employment status 2003704, based on absolute and
relative poverty, with official poverty line and CFS-based poverty line

Employment Status Poverty Measure Absolute Relative

CFS-based  Official- CFS-based  Official-

based based

Regular employee Headcount Index 4.4 7.4 11.6 13.2
Poverty gap 0.6 1.2 2.1 2.5

Squared poverty gap 0.1 0.3 0.6 0.7

Sample size 3747 3490 3747 3490

Casual employee Headcount Index 18 24.5 35.6 36.6
Poverty gap 3.3 5 8.2 8.7

Squared poverty gap 1 1.6 2.7 3

Sample size 6079 5591 6079 5591

Contractual employee Headcount Index 10.8 16.7 23.5 23.3
Poverty gap 1.6 2.9 4.9 5.4

Squared poverty gap 0.4 0.8 1.4 1.7

Sample size 315 275 315 275

Employer Headcount Index 1 1.9 5.4 4.1
Poverty gap 0.2 0.3 0.7 0.8

Squared poverty gap 0.1 0.1 0.2 0.2

Sample size 17902 267 17902 267

Self-employed Headcount Index 9.4 13.9 21 22.2
Poverty gap 1.7 2.7 4.5 4.9

Squared poverty gap 0.5 0.8 1.4 1.6

Sample size 5889 5339 5889 5339

Unpaid family worker Headcount Index 11.2 18.1 24.4 27.7
Poverty gap 2.1 3.6 5.4 6.4

Squared poverty gap 0.6 11 1.8 2.1

Sample size 1559 1461 1559 1461

Source: Authors’ calculations from CFS data

Estimates of poverty by occupational category indicate a strong association with poverty in
households where a member is engaged in elementary occupations, and skilled agricultural
and fishery workers. By contrast, households with a family member who works as a clerk, a
professional, technicians or legislators, senior managers and officials have a very weak
association with poverty.
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Table 5.6: Poverty by occupation of employment, 2003704, based on absolute and relative
poverty, with official poverty line and CFS-based poverty line

Occupational Poverty Measure Absolute Relative
category of employment
CFS-based Official- CFS-based Official-
based based
Legislators, senior Headcount Index 4 5.1 10 9.8
managers, officials in Poverty gap 0.6 0.8 2 1.7
household Squared poverty gap 0.1 0.2 0.6 0.5
Sample size 1434 1297 1434 1297
Professionals in household Headcount Index 1.9 2.7 6 5.7
Poverty gap 0.4 0.5 1.1 1
Squared poverty gap 0.1 0.1 0.3 0.3
Sample size 798 703 798 703
Technicians in household Headcount Index 4.2 3.6 8.6 6.9
Poverty gap 0.6 0.7 1.8 1.4
Squared poverty gap 0.2 0.2 0.6 0.5
Sample size 882 803 882 803
Clerks in household Headcount Index 2.1 2.5 6 6.2
Poverty gap 0.2 0.4 0.9 0.9
Squared poverty gap 0 0.1 0.2 0.2
Sample size 691 631 691 631
Service workers in Headcount Index 9.6 12.9 21.1 19.9
household Poverty gap 1.7 2.5 4.6 4.5
Squared poverty gap 0.5 0.8 1.5 1.5
Sample size 1057 926 1057 926
Skilled agricultural Headcount Index 17.7 28.1 36.8 41.5
and fishery workers Poverty gap 3.3 5.7 8.3 9.9
in household Squared poverty gap 0.9 1.7 2.7 3.3
Sample size 3123 2883 3123 2883
Craft and related trades Headcount Index 12.2 16.2 27 27
persons in household Poverty gap 2.1 3.1 5.6 5.7
Squared poverty gap 0.6 0.9 1.8 1.8
Sample size 2368 2197 2368 2197
Plant and machinery Headcount Index 8.1 11.9 19.5 19.6
operators in household Poverty gap 1.3 2.1 3.8 4
Squared poverty gap 0.3 0.6 1.2 1.2
Sample size 1253 1183 1253 1183
Elementary occupation Headcount Index 24.8 33.6 45.7 47.1
workers in household Poverty gap 4.9 7.2 11.2 12
Squared poverty gap 1.5 2.4 3.9 4.3
Sample size 2980 2664 2980 2664
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Unspecified workers in Headcount Index 9.2 11 14.1 15.1

household Poverty gap 1.6 2.8 3.5 4.3
Squared poverty gap 0.5 0.9 1.3 1.6
Sample size 72 70 72 70

Source: Authors’ calculations from CFS data

Further disaggregation of occupations in agriculture and fisheries and elementary occupations
are given in table 5.7, along with other several other common livelihoods. Households with
members engaged in paddy or vegetable farming, tea, rubber or cinnamon growing, fishing,
beedi manufacturing, brick manufacturing, carpenters or construction workers, had a high
incidence, depth and severity of poverty, while those in retail trade, transport, education and
health sector, and household service providers had a much weaker association with poverty.
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Table 5.7: Poverty by occupational category of employment 2003/04, based on absolute
and relative poverty, with official poverty line and CFS-based poverty line

Occupational category Poverty Measure Absolute Relative
of employment
CFS-based  Official- CFS-based Official-
based based
Paddy farmers in Headcount Index 20.3 29.1 37.3 41.1
household Poverty gap 4 6.8 9.3 11
Squared poverty gap 1.2 2.3 3.2 4
Sample size 1014 808 1014 808
Vegetable farmers in Headcount Index 17.9 31.1 39.4 45
household Poverty gap 3.7 6.6 9.1 11.1
Squared poverty gap 1.1 2.1 3.1 3.9
Sample size 519 483 519 483
Tea growers in household Headcount Index 21.4 33.1 43.1 47.8
Poverty gap 4 6.8 9.9 11.7
Squared poverty gap 1.1 2.1 3.3 4
Sample size 1142 1142 1142 1142
Rubber growers in Headcount Index 19 27.8 40.6 44.1
household Poverty gap 3.7 5.7 9 10.1
Squared poverty gap 1.1 1.8 3 3.4
Sample size 258 258 258 258
Coconut growers in Headcount Index 12.8 16.9 24.8 26.1
household Poverty gap 2.4 3 6 5.7
Squared poverty gap 0.7 0.7 2 1.7
Sample size 159 158 159 158
Cinnamon growers in Headcount Index 221 28.1 38.8 41.5
household Poverty gap 3 5.4 8.5 9.7
Squared poverty gap 0.6 1.4 2.5 3
Sample size 92 92 92 92
Fishing industry in Headcount Index 21.2 26.3 43.2 42.1
household Poverty gap 3.3 4.8 9 9.1
Squared poverty gap 1 1.3 2.9 2.8
Sample size 121 84 121 84
Manufacturing of beedi in Headcount Index 11.2 20.7 36.7 40.8
household Poverty gap 2.6 3.6 7.1 7.7
Squared poverty gap 1.1 1.5 2.4 2.6
Sample size 100 96 100 96
Apparel workers in Headcount Index 8.4 12.1 20.7 21.1
household Poverty gap 1.3 2.1 4 4.1
Squared poverty gap 0.3 0.5 1.2 1.2
Sample size 785 754 785 754
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Carpenters in household

Brick manufacturers in
household

Construction workers
in household

Non-specialised retail
trade industry in
household

Specialised retail trade
industry in household

Transport service,
three wheeler industry
in household

Transprt service-private
transport providers in
household

Primary and secondary
school teachers in
household

Health service providers
in household

Engaged in household
service in household

Workers not elsewhere
classified in household

Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index

Poverty gap
Squared poverty gap

Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index

Poverty gap
Squared poverty gap

Sample size
Headcount Index

Poverty gap
Squared poverty gap

Sample size
Headcount Index

Poverty gap
Squared poverty gap

Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size
Headcount Index
Poverty gap

Squared poverty gap
Sample size

14.4
1.8
0.5
185
21.2
3.5
0.9
125

17.5
3.3

1040

7.7
1.1
0.3

697
12.1

0.5
359
9.6

1.5
0.4

266
5.2

0.7
0.1

189

1.4
0.2

530
4.6
0.9
0.3
187

17.3
4.1
1.6
231
35.1
7.1
2.5
347

21.4
3.3
0.9
172
28.4
5.7
1.7
121
23.6
4.8
1.5
972
11.7

1.9
0.5

653
15.9

0.8
320
8.3

1.7
0.4

250

1.4
0.3

179
1.6

0.3
0.1

460
5.9
1.4
0.5

170

16.8
3.7
1.5

219

48.2
11.1

316

29.6

1.7
185
36.2
8.7
2.8
125
36
8.1
2.7
1040

17.7
3.7

697
26.6
5.7
1.7
359
19.5

3.9
1.2

266
14.3

2.6
0.7

189
4.9

0.8
0.2

530
6.9
1.9
0.7

187

25.6
7.5
3.2

231

61.3

15.8
5.8

347

32.7
6.7

172
35.7
9.4
3.3
121
37.4
8.5
2.9
972
18.2

3.8
1.1

653
23.5
5.3
1.7
320
17.8

3.2
0.9

250
12.9

2.8
0.8

179
4.4

0.7
0.2

460
8.5
2.1
0.8
170
19.6
5.8
2.3
219
65.2
17.6
6.8
316

Source: Authors’ calculations from CFS data
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6. Poverty Profile: Transfers

Public and private transfers that households receive can help to alleviate poverty. Since this
poverty profile is a snapshot of consumption taken at one point in time, it is not possible to
trace this effect of transfers. However this profile enables us to ascertain the poverty status of
households that receive transfers which, in the case of public transfers, indicates if they are
well targeted.

Households that receive receiving remittances from abroad have the least poverty. It is not
possible to judge if this is a cause or effect from the given results - are they less poor because
they receive remittances (and perhaps have been receiving them for a while), or are they
remittance receivers because they could afford to send a family member abroad? Probably a
combination of these factors is at work. The sample size indicates that one in ten households
receives remittances, while poverty incidence indicates that a further one in ten of households
receiving remittances is poor. Income gap ratios for this group indicate that on average their
consumption is about 1/5 below the poverty line.

Sample size information conveys that one third to one quarter of households receive
remittances from within the country. Poverty incidence, depth and severity for this group are
very close to the national average.

By contrast, households receiving Samurdhi or Janasaviya, or any other form of transfer from
the government are much poorer, by any measure of poverty. Nevertheless, only 40% of
those who receive a Samurdhi or Janasaviya transfer are below the official poverty line. Only
half of Samurdhi or Janasaviya recipients consume below 75% of median consumption. This
confirms previous evidence that these income transfer programmes are badly targeted
(Glinskaya 2000, World Bank 2007, Gunewardena 2007)
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Table 6.1: Poverty by income and transfers, 2003/04, based on absolute and relative

poverty, with official poverty line and CFS-based poverty line

Income and Transfers Poverty Measure Absolute Relative
CFS-based Official- CFS-based  Official-
based based
Household receives Headcount Index 6.8 10.5 15.4 16.4
remittances from abroad Poverty gap 1.1 1.9 3.2 3.5
Squared poverty gap 0.3 0.5 1 1.1
Income gap ratio 16 18 21 21
Sample size 1176 964 1176 964
Household receives Headcount Index 12 17.4 26.4 27.6
remittances from Poverty gap 2.4 3.5 5.8 6.2
within the country Squared poverty gap 0.7 1.1 2 2.1
Income gap ratio 20 20 22 22
Sample size 3828 3476 3828 3476
Household receives Headcount Index 26.8 38 49.4 53.2
Samurdhi or Janasaviya Poverty gap 5.4 8.4 12.3 13.7
Squared poverty gap 1.7 2.8 4.4 5
Income gap ratio 20 22 25 26
Sample size 3862 3250 3862 3250
Household receive Headcount Index 17.7 25.1 34 36.6
government transfer Poverty gap 3.1 5 7.8 8.7
other than Samurdhi Squared poverty gap 0.9 1.5 2.6 2.9
and Janasaviya Income gap ratio 18 20 23 24
Sample size 2277 2034 2277 2034

Source: Authors’ calculations from CFS data
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7. Conclusion

This study provided a profile of poverty for 2003/04. Its unique contribution to the existing
body of poverty information on Sri Lanka around this period are that; its estimates of poverty
included a wider geographical coverage than many previous studies, it used a range of poverty
lines rather than a single poverty line, and it provided information on the association between
poverty and some characteristics for which evidence was previously not available.

The analysis of data from Northern and Eastern provinces such that consistent comparisons
could be made with the rest of the country was facilitated by our construction of a separate
CFS data based series of district poverty lines and spatial price indices. We were able to
conclude that there was considerable poverty in these provinces, comparable to that in the
Central and Sabaragamuwa provinces. Moreover, spatial price indices (provided in Annex 1)
indicate that prices in the Northern province districts of Jaffna and Vavuniya were higher than
average (and were comparable to those in Kalutara), while Trincomalee, Batticaloa and
Ampara in the Eastern province had prices that were close to the national average and in that
respect were similar to Puttalam, Nuwara Eliya, Matara, Polonnaruwa and Ratnapura.

The analysis of poverty by ethnicity indicated that poverty among the Sinhala population was
clearly below average, while poverty among Tamils and Moors was clearly above average -
regardless of poverty line or poverty measure. While these results are consistent with those
based on HIES 2002 (which excluded the Northern and Eastern provinces), the inclusion of
households from the Northern and Eastern provinces now allows for more representative
statistics on poverty by ethnicity.

The poverty lines and spatial price indices developed from CFS data in this study may be used
as an alternative series to complement the official poverty line, and can be updated in a
similar manner. While we have provided the bare minimum in relation to poverty statistics in
the Northern and Eastern provinces, there is much more information that can be gleaned
from the CFS data in this respect, and the poverty lines and spatial price indices generated
here will facilitate further analysis.

Perhaps the most useful result of using several poverty lines in this study was that it revealed
the existence of a considerable proportion of the population clustered above the official
absolute poverty line who could be considered to be vulnerable to poverty. It was evident that
a small increase in the poverty line could lead to large increases in the percentage poor. For
example, an increase of the poverty line by Rs.200 (the difference between absolute and
relative CFS-based poverty lines) led to a doubling, or more, of poverty incidence. This
indicates that a large percentage of the population was clustered above the poverty line and
was vulnerable to consumption shocks. Thus, relative poverty measures provide a rough
indication of vulnerability, contributing in a very small way to the narrowing of the information
gap in relation to vulnerability in Sri Lanka.

The availability of disability information on individuals in the CFS dataset further contributed
to improving our knowledge on the association between poverty and a very vulnerable group.
Poverty incidence among the disabled and in households with a disabled member, were close
to double the incidence of national poverty, while the consumption levels of the disabled were
also well below 34 of the poverty line.

This study also went further than previous studies in examining associations between the
demographic composition of households (especially potential vulnerable groups of children,
women and the elderly) and poverty. While no strong associations were evident in terms of
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sex composition per se, the ‘feminisation of poverty’ was evident in households where women
were the breadwinners, or were the majority contributors of wage earnings. Similarly,
separated individuals experienced higher poverty than others and a disproportionate number
of these individuals were female. Although poverty among children (younger than 14 years)
was higher than average, and the presence of elderly in the household or being elderly was
not associated with higher poverty, we would be cautious about making inferences about child
poverty and the association between the aged population based on these results as they may
be biased by our use of per capita consumption unadjusted for potential differences in the
needs of individuals of different ages.

The results on the spatial-sectoral nature of poverty in Sri Lanka, the association between
poverty and assets (or the lack thereof), and the distribution of transfers are quite similar to
previous results based on HIES data.

Estimates based on the official poverty line indicated that absolute poverty incidence in the
rural sector was more than double that in the urban sector and incidence in the estate sector
was more than double that in the rural sector. The largest share of the poor population, at
85% was in the rural sector.

Poverty is associated with the lack of, or low levels of, assets. In this study, this is evident in
relation to land, human capital, and even the commonest asset of all, labour. It was seen that
land ownership and possessing at least a lower secondary level of education were associated
with lower poverty, while landlessness, illiteracy and possessing primary or sub-primary levels
of schooling were associated with higher poverty, than average.

Households who were unable to use the labour of their members due to disability (discussed
above) or severe unemployment were also markedly poorer. Poverty rates did not differ
greatly between the employed and the unemployed, but households with over two
unemployed individuals had considerably higher poverty rates than the average.

Higher poverty is associated with occupations that yield lower returns to labour. Households
with at least one member engaged in informal sector employment had higher than average
poverty rates. Poverty was highest among households with casual employees, unpaid family
workers and the self-employed, with the strongest association with poverty being with casual
work. Households with members engaged in paddy or vegetable farming, tea, rubber or
cinnamon growing, fishing, beedi manufacturing, brick manufacturing, carpenters or
construction workers, had a high incidence, depth and severity of poverty, while those in retail
trade, transport, the education and health sectors, and household service providers had a
much weaker association with poverty.

Households that received private transfers (remittances) had lower poverty rates than
average. One third to one quarter of the population lived in households receiving remittances
from within the country, although their poverty rates did not differ very much from the
national average. On the other hand, households receiving remittances from abroad, roughly
one tenth of the population, had the lowest poverty incidence, i.e. one household in ten was
poor.

Households receiving Samurdhi or Janasaviya, or any other form of transfer from the
government were much poorer than average, by any measure of poverty. Nevertheless, only
40% of those who received a Samurdhi or Janasaviya transfer were below the official poverty
line and only 50% of Samurdhi or Janasaviya recipients had a level of consumption below
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75% of median consumption. This is indicative of considerable leakage of income transfer
benefits and reiterates findings of previous studies.

Poverty measurement is vital in order to increase knowledge, but knowledge must lead to
action. It is hoped that at least some of the information presented here, whether it is new and
surprising or simply reiterates what has been known for some time, will eventually lead to
policy action so that the next poverty profile will reveal less poverty for all, no matter how we
decide to measure it.
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Annex 1: Measuring Poverty in Sri Lanka: Methodology

Poverty measurement typically involves four choices: the choice of poverty indicator, unit of
analysis, poverty line and poverty measure. In this annex we set out the choices we made
and explain the derivation of the poverty lines used.

1.1 Choice of poverty indicator and unit of analysis

Poverty can be defined as deprivation in terms of living standards or lack of access to basic
needs. In this case the most appropriate choice of poverty indicator is current real total
consumption i.e. expenditure on consumption plus home produced goods and services
(Atkinson 1991, Ravallion 1994, Lipton and Ravallion 1995).

In this study we use data on (per capita) total household consumption as measured by the
household surveys of the Central Bank’s Consumer Finance Survey (CFS), which includes over
400 items of household consumption and is a close approximation of this definition.

Food consumption is reported calendar-style, for a week, while non-food consumption is
obtained as the monthly average of consumption expenditure reported for the past month,
six months or twelve months. Reported values are of the amount consumed, which includes
purchased goods and services, as well as home-produced goods and services. The household
is defined as “Either a person living alone or a group of persons living together in a housing
unit and sharing common cooking arrangements.” (CFS 2005: 9).'? Boarders’ and domestic
workers’ non-food consumption is not included, although their food consumption may be
included if they are present for meals.

The unit of analysis is typically the individual, in the sense that poverty measures are reported
in terms of the population, rather than households. For example, sectoral poverty incidence
will refer to the percentage of rural individuals, rather than the percentage of households,
who are poor. We distinguish between the percentage of individuals with no schooling who
are poor and the percentage of individuals who live in a household where the head has no
schooling, but in both cases, the percentages are in terms of individuals, not households.

The equivalent scale we use is per capita consumption, which is a special case of the general
definition:

equivalent consumption = total consumption /n®

where n is the household size and s is equal to one.

2. The CFS Report definition goes on to say that the members of a household need not always be related, i.e.
they could be boarders or domestic aides, and though treated as household members could form a separate
independent spending unit that makes its own economic decisions within the household, although they share
the same cooking arrangements.

13 This is consistent with the CFS categorisation of all boarders, drivers and housemaids who were treated as
members of the same household, but as separate spending units (CFS 2005, p.10).

1 Deaton (1997:150) points out that the equivalent scale literature is still far from providing satisfactory answers
to the theoretical and methodological problems involved, and that “the use of household [per capita expendi-
ture] PCE assigned to individuals is still best practice.” Another problem with using per capita expenditure is
that it ignores economies of scale. Studies have shown that the effect of ignoring economies of scale is not
negligible (Lanjouw and Ravallion 1995, Deaton and Paxson 1996). However, there are similar problems with
measuring economies of scale (Deaton 1997:262-270). DCS (2004a) reports that “analysis on equivalence
scales and economies of scale showed that there is no marked difference between (1) per capita and (2) per
adult equivalent, in terms of Head Count Index.”
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Note that in terms of indicator, unit of analysis and equivalence scale, the present profile is in
line with current DCS measures of poverty and poverty profiles used in World Bank Poverty
Assessments and other poverty profiles (WB 2007, Gunewardena 2007, WB 2002,
Gunewardena 2000, WB 1995, Datt and Gunewardena 1997).

1.2 Poverty lines

Two series of poverty lines are used. One series is based on the official poverty line of
Rs.1,423 in 2002 which is derived by the DCS from consumption data from the HIES 2002.%
The other series is derived by the authors of the present study from consumption data from
the CFS 2003/04, using information from all 11,722 households in the dataset.*®

Absolute and relative poverty lines are derived for both these series.

1.2.1 Derivation of absolute poverty lines

The official-based absolute poverty line that was used was simply the DCS derived poverty
line of Rs.1,423 in 2002, updated for 2003/04, while the CFS-based absolute poverty line was
derived from CFS data in a manner similar to that of the official poverty line, i.e. using the
cost of basic needs (CBN) method (Ravallion 1994).'” The method is outlined below.

A food poverty line is first derived using the cost of a food bundle that satisfies the food-
energy requirement, at given tastes. The food energy requirement that provides the
nutritional anchor for the official poverty line is 2030 kcal per person per day (DCS 2004a).

The food poverty line is derived as the cost per calorie times the monthly nutritional
requirement (cost per calorie x 2030 x 30 kcal). This is done by obtaining aggregate food
expenditures and calorie intakes of the households in the second to fourth deciles of the
population ranked by real per capita total consumption expenditure. The value of the food
poverty line thus obtained from unit data from HIES 2002 is Rs.973 per person per month
(DCS 2004a). This HIES based food poverty line of Rs.973 provides the base for both
absolute poverty lines used in this study.

The second step is to scale up the food poverty line to a total poverty line. This is done by
looking at the actual non-food expenditure of some group. The question is which group? Two
approaches are commonly used: (1) determining the average level of total expenditure of
those people whose food expenditure is just equal to the food poverty line and (2)

15 DCS (2004a) provides a detailed description of how the official poverty line was derived. This section draws on
that description.

16 The only reason to construct a poverty line from the CFS data was that official poverty lines were not available
for districts in the Northern and Eastern provinces. We derived poverty lines for all districts in order that
consistent comparisons could be made.

17 The cost of basic needs (CBN) method used here in deriving the poverty line is superior to the alternatives, the
direct calorie intake (DCI) method and the food energy intake (FEI) methods for measuring poverty. The DCI
method has an advantage in that it is a ‘real’ measure of consumption. If one uses this method, one does not
have to calculate price indices to make comparisons over time and space. Its main disadvantage is that it
ignores the fact that food consumption is only one aspect of well being, that poverty denotes a lack of access
to basic needs other than food, such as clothing, housing, education and health. The FEI method is superior to
the DCI method because it includes consumption on all items, not merely food. However, it is inferior to the
CBN method in the manner in which it translates food energy requirements into consumption expenditure. The
problem with the FEI method is that while it allows poverty lines to differ according to activity levels and
relative prices, it also allows them to differ according to other factors which may not be relevant to poverty
comparisons (Ravallion and Bidani 1994).
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determining the non-food expenditure of people whose total expenditure is just equal to the
poverty line and adding it to the food poverty line. Ravallion (1994) refers to the first as the
typical non-food spending of those who just attain the food requirement, and the second as
the typical non-food spending of those who can just afford the food requirement. The
argument in favour of the latter is that if people whose consumption is just enough to afford
their food spending divert some of it to non-food spending, then that non-food spending could
be termed basic. Ravallion (1994:122-3) suggests that the two approaches represent an upper
(Z,) and lower (Z,) bound of the poverty line, respectively.

In the estimation of the official poverty line, DCS (2004a: 4) calculates the lower bound
definition as the “average non-food expenditure of households whose total consumption
expenditure is within an interval of plus or minus 10% around the food poverty line” which is
Rs.1,267 in 2002 prices. The upper bound definition of the poverty line is calculated by DCS
(2004a: 4) as the “average non-food expenditure of households whose food expenditure is
within an interval of plus or minus 10% around the food poverty line”, which is calculated at
Rs.1,579 in 2002 prices.

The official poverty line is then calculated as the simple arithmetic mean of the two estimates,
Rs.1,423 in 2002 prices. We update this for 2003/04 using the weighted average of the official
poverty lines given by DCS (2007) for 2003 (Rs.1,513) and 2004 (Rs.1,628), where the
weights of 0.25 and 0.75 reflect the survey period from October 2003 to October 2004, to
obtain an official (absolute) poverty line of Rs.1,599.25.

The CFS based absolute poverty line derives the non-food component as simply the lower
bound poverty line obtained parametrically as the food share at the poverty line, by a
regression controlling for household size and the number of children less than ten years of
age, based on the reference group of the lowest 4 deciles. This non-food component is then
added to the food poverty line which is the DCS derived food poverty line of Rs.973 updated
by the SLCPI to Rs.1,093.52 in 2003/04. The CFS-based poverty line thus obtained is
Rs.1,399.18, which is comparable to the DCS lower bound estimate of Rs.1,267 in 2002 and
is conceptually and methodologically identical to the lower bound (reference) poverty line
reported in previous poverty profiles (World Bank 1995, Datt and Gunewardena 1997,
Gunewardena 2000).

1.2.2 Derivation of relative poverty lines
Throughout this study we supplement poverty measures based on absolute poverty lines with
poverty measures based on relative poverty lines (for both series).

The view of relative poverty we use is a primarily relativised view rather than a fully relativised
view (see section 1.2 in the main document for an explanation of the difference).

Relative poverty lines within the primarily relativised view are typically some fraction of a
measure of central tendency. We use the definition of 75% of median consumption
throughout this report. The measure of consumption used is spatially adjusted consumption,
using spatial price indices derived from district/national poverty line ratios from (1) the
updated official district poverty lines (DCS 2007) and (2) our own calculations of district
poverty lines from the CFS data for this study (see below).

Poverty lines and poverty measures for this measure, and an alternative conservative measure
of 66% of the median are given below. See Gunewardena (2007) for arguments for and
against use of relative poverty lines, and for a detailed derivation of the definition adopted
here.
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Table A.1 Absolute and relative poverty lines and median consumption,
2002 and 2003704 (at current prices in SL Rs.)

Poverty lines/consumption Official Official-based CFS-based
2002 2003/04 2003704
Absolute 1423 1599.25 1399.18
Median consumption 2155 2494 2356
Absolute as a % of median 66.0 64.0 59
RELATIVE1 (66%) 1423 1646 1555
RELATIVE2 (75%) 1616 1871 1767
Ratio of Absolute/RELATIVEL 1.00 0.97 0.90
Ratio of Absolute/RELATIVE2 0.88 0.85 0.79

Source: Authors’ calculations from HIES and CFS data

Note: Comparisons may not be made between the first column and others as values (except
for absolute poverty lines in the first two columns) are not at the same prices.

Table A.2: National FGT poverty measures using absolute and relative poverty lines, 2002
and 2003704

Poverty measures Official Official-based CFS-based
2002 2003/04 2003/04
H PG SPG H PG SPG H PG SPG
Absolute 23 5 2 19 4 1 13 3 1
RELATIVE1 (66%) 23 5 2 - - - - - -
RELATIVE2 (75%) 31 8 3 28 7 2 27 6 2

Source: Authors’ calculations from HIES and CFS data

Note: H - Headcount index, PG — Poverty gap index, SPG — Squared poverty gap index
1.3 Adjusting for price differences across districts and time

1.3.1 Adjusting the poverty line across time

Poverty line adjustments across time are only required for the official-based absolute poverty
line. As noted above, this poverty line, which is derived by DCS (2004a) for 2002 using HIES
household expenditure data from January to December 2002 is updated for applying to the
2003/04 dataset using a weighted average of the updated poverty lines for 2003 and 2004
obtained from the DCS website (DCS 2007). As the survey was conducted from October 2003
to October 2004, the weights are 0.25 and 0.75 respectively.

1.3.2 Adjusting the poverty line across districts

The cost of living may vary, at a given point in time, between regions of the same country.
Adjustment for regional price variation is then necessary (and possible, using household
survey data). One of two methods may be used. A regional cost-of-living index may be
constructed, and expenditures adjusted by this index and then compared against a single,
national, poverty line. Alternatively, and equivalently, unadjusted expenditures can be
compared against region-specific poverty lines. Note, however, that these region-specific
poverty lines are region-specific only in terms of prices, and not consumption patterns. This is
known as the principle of consistency, or treating individuals with the same living standards
equally.
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When consumption patterns vary widely by region, should poverty lines be based on different
(food) baskets? The question to be asked is whether the reason for different consumption
habits is due to taste differences or differences in levels of wealth. Richer urban households
may consume a more refined quality of rice than poorer rural households, because they can
afford to do so. In this case it is difficult to justify different food baskets; a single consumption
basket based on the consumption pattern of low-income households in the country as a whole
is justified. However, if, in some region of the country, rice is not consumed at all, owing to
some factor other than price, then there are problems with using a common basket. Budget
share data across provinces does not appear to justify the use of different baskets.

Spatial price indices are computed by the DCS using implicit prices (unit values) from the
survey data (DCS 2004a). These were obtained from a sub-sample of the data - the second to
fourth deciles ranked by nominal per capita consumption. They are constructed at the district
level. The DCS regional poverty lines derived following this method are used in this study to
construct spatial price indices to standardise consumption across the country for the official-
based series. We use the ratio of district to national poverty lines as a spatial price index with
which to deflate consumption.®® This is equivalent to comparing each household’s nominal
consumption with the poverty line of the district in which it is located.

We were faced with a problem with regards to households in the Northern and Eastern
provinces, as district official poverty lines were not available for districts in these two
provinces as the DCS series was based on HIES 2002 which did not survey these provinces.

One alternative available to us was to use the national poverty line. This would be equivalent
to assuming that prices in the Northern and Eastern provinces in 2003/04 were similar to the
national average of prices in those years. The evidence is unlikely to support this assumption,
so we rejected this alternative.

Given that we had a rich source of data on prices in the CFS consumption schedule, we
undertook the laborious but rewarding task of generating poverty lines for the Northern and
Eastern provinces using unit values from the CFS data. It was necessary that we generated
poverty lines for all the provinces in order to have a consistent series that could be compared
across all provinces.

First we generated 22 food price indices for each of the districts, for 39 categories of food and
fuel items for a reference population of the lowest 40% of the population, ranked by per
capita (nominal) consumption. The weights (budget shares) were derived from a basket
common to the entire country in order to maintain consistency. These food price indices were
multiplied by the DCS derived food poverty line of Rs.1,093.52 updated for 2003/04 from
Rs.973 in 2002 to generate district food poverty lines.

We then use a regression-based method to derive the average non-food consumption of
households whose consumption was at the food poverty line, controlling for household size
and number of children less than 10 years of age. This was done separately for the 22
districts. We then added these 22 estimates of non-food consumption to the 22 food poverty
lines to obtain lower-bound estimates of the absolute poverty lines. Finally, the 22 district
poverty lines were divided by the national poverty line to obtain price indices for each of the
22 districts. These were used to spatially adjust consumption expenditure data to obtain the
CFS-based estimates of both absolute and relative poverty.

18 e.g. The spatial price index for Colombo is the poverty line for Colombo district divided by the national poverty
line. Nominal consumption figures are then converted to real (i.e. spatially comparable) consumption by
dividing by the relevant spatial price index.
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Table A3: District and national poverty lines from 1985-2002 in current prices (SL Rs.)

District CFS-based CFS-based Official-based Official-based
Poverty line Price Index Poverty line Price Index
Colombo 1867.27 1.33 1727.00 1.08
Gampaha 1702.45 1.22 1694.75 1.06
Kalutara 1620.60 1.16 1711.25 1.07
Kandy 1471.72 1.05 1630.75 1.02
Matale 1314.62 0.94 1567.00 0.98
Nuwara Eliya 1416.92 1.01 1615.00 1.01
Galle 1461.67 1.04 1646.50 1.03
Matara 1408.93 1.01 1567.00 0.98
Hambantota 1313.63 0.94 1503.00 0.94
Jaffna 1597.98 1.14
Mannar
Vavuniya 1627.16 1.16
Kilinochchi
Trincomalee 1430.13 1.02
Batticaloa 1386.26 0.99
Amparai 1405.14 1.00
Kurunegala 1342.83 0.96 1518.75 0.95
Puttalam 1402.81 1.00 1599.25 1.00
Anuradapura 1308.92 0.94 1551.25 0.97
Polonnaruwa 1383.35 0.99 1535.50 0.96
Badulla 1372.21 0.98 1582.75 0.99
Monaragala 1274.31 0.91 1535.50 0.96
Ratnapura 1386.88 0.99 1630.75 1.02
Kegalle 1460.10 1.04 1615.00 1.01
National 1399.18 1.00 1599.25 1.00

Source: For the official-based series calculated as the weighted average of 2003 and 2004, from DCS (2007).
For the CFS-based series, calculated by the authors as described in the text.

1.4 Poverty measures

A poverty profile typically answers the question “If an individual exhibits a particular
characteristic (e.g. of educational achievement) or lives in a particular area (sector, province,
district) what is the likelihood of this individual being poor?” In other words, what proportion
of individuals (e.g.) with no schooling, or living in the rural sector, are poor? This measure is
known as the headcount index. A shortcoming of this measure is that it ignores both the
depth of poverty and inequality among the poor. The poverty gap and squared poverty gap
indices remedy this. Together, these indices form part of a larger family of measures known

as the FGT measures of poverty (Foster, Greer and Thorbecke 1984).
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The formula to compute an FGT measure of poverty is

P,=(@/m)S, _,[(z-x)/z]° ;a 30

X<z

where x is per capita consumption expenditure, z is the poverty line, n is the size of the
population, P is the poverty measure which is (a) the headcount index when a is zero, (b) the
poverty gap index when ais 1 and (c) the squared poverty gap index when a is 2.°

All the analysis in this study uses these three FGT measures of poverty. While the headcount
index is commonly used and has an intuitively appealing interpretation, the poverty gap index,
and the squared poverty gap index are less intuitively appealing. It may help to think of the
poverty gap in terms of its cousin, the income gap ratio, which is can be interpreted as the
gap in consumption (distance between own consumption and the poverty line) of the average
poor person. The difference between the income gap ratio and the poverty gap index is simply
in the denominator, and the poverty gap index (PG) can be interpreted as an average
consumption shortfall, where shortfalls in consumption for the non-poor are considered to be
zero (Table A4)%° Similarly, the squared poverty gap (SPG) can be interpreted as a weighted
average of the consumption shortfall, where weights for poorer people (larger shortfalls) are
larger.

Table A4: Definitions of poverty measures

PO

Headcount Index (H) (The incidence of poverty ) The percentage of individuals in a given
population whose standard of living lies below
the poverty line

Pl

Poverty Gap index (PG) (The depth of poverty) The average shortfall between an individual’s
level of consumption and the poverty line, where
the shortfall for all individuals whose
consumption falls above the poverty line is zero.

P

2

Squared Poverty Gap index (SPG) (The severity of poverty)  As for the poverty gap, but by squaring the
shortfall between an individual's level of
consumption and the poverty line, it places
greater weight on poorer individuals.

Each of these measures increases if the proportion in poverty increases, while only the PG
and SPG increase if the average distance from the poverty line increases, and only the SPG
increases if inequality below the poverty line increases.

If the headcount index (incidence of) poverty answers the question “If an individual lives in a
particular area (sector, province, district) what is the likelihood of that individual being poor?”,
the question “What is the likelihood of a poor person living in a particular area (sector,
province, district)?” is answered by the percentage contribution to poverty, which we also
term ‘share of poor population’.?

19 The squared poverty gap measure satisfies Sen’s (1976) transfer axiom (transfers from a poor person to
someone who is poorer will reduce measured poverty).

20 It can be easily shown that the poverty gap index is the multiple of the headcount index and the income gap
ratio (PG=H x 1) and the latter can be derived by dividing PG by H.

2L This is simply the relevant poverty measure for the sector/province/district divided by the same poverty
measure at the national level and multiplied by the population share of that sector/province/district and
converted to a percentage
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1.5 Reliability of estimates

We do not provide standard errors of our poverty measures, thus, strict inference is not
possible with these measures. However as the sample size increases, our estimates are more
likely to be unbiased and consistent. We therefore provide sample size information in all tables
and in the spreadsheet in Annex 2 and draw attention to results that are most probably not
statistically significant due to small cell size.
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