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POVERTY ANALYSIS (SUMMARY)1 

1. Poverty Profile 

1.  Overall poverty trends. Poverty in Pakistan is estimated using the official poverty line, and 
derived by taking the value of the minimum required calorific intake (2,350 calories per capita) plus 
the minimum expenditure required for non-food needs. The poverty line was calculated in FY1999 
at PRs673 per capita per month using FY1999 prices. It is updated for subsequent years using the 
consumer price index (CPI). Overall poverty declined by 12.1 percentage points during FY2001–
FY2006. Interim estimates indicate a decline of another 9.9 percentage points during FY2006–
FY2011 (Table 1).  

Table 1.  Poverty Trends in Pakistan 
% 

 FY1999 FY2001 FY2006 FY2011 

Pakistan  30.6 34.5 22.3 12.4 
Urban 20.9 22.7 13.1 7.1 
Rural 34.7 39.3 27.0 15.1 

Source: Government of Pakistan, Ministry of Finance. 2014. Economic Survey 2013-14. Islamabad. 

 
2. Poverty in rural and urban areas exhibited similar trends, increasing from FY1999 to FY2001 
and falling thereafter. The decline in rural poverty from FY2001 largely reflected an increase in 
agriculture growth, supported in part by increased procurement prices for crops and a surge in real 
consumption. In general, rural poverty in Pakistan reflects the size and distribution of land 
ownership, household composition and social structures. In urban areas, lack of access to basic 
services and productive employment opportunities, as well as inadequate social protection are key 
determinants of poverty. Diversification of income sources, including workers’ remittances, has 
contributed to poverty reduction in both rural and urban areas. Despite its sharp decline, the rural 
poverty rate remains twice as high as the urban poverty rate. 

3. Large variations exist in poverty trends across the four provinces. For instance, headcount 
poverty for Punjab in FY2006 (15.2%) was significantly below that in Balochistan (50.9%), with 
intermediate rates in Khyber Pakhtunkhwa (28.2%) and Sindh (22.7%).2 The high rate for 
Balochistan reflects the relatively slower pace of economic development, severe security issues, 
and a smaller agricultural sector.  

4. Poverty estimates in 2005 purchasing power parity prices also indicate that the proportion of 
population living below $1.25 per day declined from 17.2% in 2008 to 12.7% in 2011.3 Cross-
country comparison of poverty data during this period indicates that Pakistan performed better than 
India, Bangladesh, and Indonesia in overall poverty reduction, but falls short of the success 
achieved by other regional economies (including the People’s Republic of China), for which the 
pace of poverty reduction was faster during the initial years of reduction in poverty levels (Table 2). 
The proportion of the population living on less than $2/day (at 2005 purchasing power parity) 
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declined from 88.2% in 1991 to 50.7% in 2011.4 This suggests that a large number of people are 
clustered around the poverty line and are vulnerable to negative economic shocks.  

Table 2.  Poverty Headcount Ratio 
 (%) 

Countries Earlier Period Latest Period 

 
Ratio Year Ratio Year 

Pakistan 17.2 2008 12.7 2011 

Indonesia 18.1 2010 16.2 2011 

China 11.8 2009 6.3 2011 

India 32.7 2010 23.6 2012 

Bangladesh 50.5 2007 43.3 2010 

Note: Percent of the population living on less than $1.25/day (2005 
purchasing power parity prices). 
Source: World Bank. 2014. World Development Indicators. 
http://data.worldbank.org/data-catalog/world-development-indicators 
(accessed 24 December 2014). 

 

5. Determinants of poverty decline. Rapid economic growth during FY2004–FY2008 was a 
key factor in the substantial decline in absolute poverty.5 The pace of growth could not be sustained 
in subsequent years, however, because of both internal and external shocks. The consequent 
adverse impact of slower growth on poverty reduction was offset by increased workers’ remittances, 
which grew at an average annual pace of 19.6% during FY2009–FY2012 (compared with 14% 
during FY2005–2008),6 and supported growth in consumption. Pakistan also implemented its first 
targeted cash transfer system in FY2009, which provided a buffer to ease the impact of shocks on 
the poor. In addition, a significant increase in agriculture support prices (e.g., wheat prices 
increased from Rs.425 in FY2006 to Rs.1,200 in FY2014) contributed to higher rural incomes.  

6. Issues with poverty measurement. Poverty estimates in Pakistan are the subject of some 
debate as a result of concerns regarding the methodology used to estimate the poverty line, and the 
sampling frame: 

(i) The poverty line needs to be re-estimated using more recent data to better reflect 
changes in the consumption patterns of the poor. Using the CPI to update the 
poverty line from FY1999 is problematic for several reasons: (a) the updated poverty 
lines may not reflect the current pattern of consumption among the population, which 
has probably changed; (b) the CPI is measured based on a basket of goods and 
services in urban areas, and may not capture rural price trends and consumption 
patterns; and (c) using the overall CPI understates the food price rise, which has 
been faster than that of other CPI components, and constitutes a proportionately 
larger share of consumption among the poor.  

(ii) The population census—which provides the basis for the Pakistan Social and Living 
Standard Measurement surveys—was last undertaken in 1998, and the sampling 
frame is therefore of suspect quality. A new census planned for 2016 would better 
reflect population changes over time, particularly in Khyber Pakhtunkhwa and 
Balochistan, which are relatively more affected by security issues. 
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7. Distribution of income and consumption. Household survey data show that during 
FY2008–FY2014 the income shares of the poorest 20% of the population increased by 0.42 
percentage point while consumption increased by 0.20 percentage point, owing in part to better 
agriculture support prices and significant growth in remittance inflows.7 The richest 20% of the 
population experienced a 1.9 percentage point decline in income and a 1.4 percentage point decline 
in consumption during the same period. As a result, the ratio of the shares of income and 
consumption of the richest quintile to the poorest quintile declined slightly over this period, but 
remained significant at about 5.0 in FY2014 (Table 3). The income and consumption gap between 
the rich and the poor is particularly high, and rising, in urban areas.  

Table 3.  Ratio of Income and Consumption of Highest 20% to Lowest 20% 

 
  FY2008 FY2012 FY2014 

Income 
 

5.93 5.53 5.39 

Consumption 
 

4.78 4.47 4.46 

Source: Government of Pakistan, Pakistan Bureau of Statistics: household income and expenditure surveys for fiscal 
years 2008, FY2012, FY2014. www.pbs.gov.pk 

8. Progress on human development indicators. Pakistan has made relatively slow progress 
since 1990 on human development indicators (HDIs) for health, education and access to services, 
as reflected in its rank of 146 out of 187 countries on the 2013 HDI composite index, and the HDI 
value of 0.515, which is below the South Asian regional average of 0.558. Pakistan is not on track 
to achieve many of its Millennium Development Goal (MDG) targets for 2015: the primary school 
completion rate increased from 50% in FY1991 to 58% in FY2012, against the MDG target of 
100%.8 Similarly, Pakistan’s 58% overall literacy rate (for age 10 years and above) in FY2014 is 
significantly below the 2015 target of 88%. Despite improvements, the under-five mortality rate for 
the poorest 20% of the population is twice that of the wealthiest 20%.9 The prevalence of 
underweight children (under 5 years of age) decreased from 40.0% (FY1991) to 31.5% (FY2012),10 

but Pakistan lags behind the MDG target of 20%. Disparities—in terms of gender, between rural 
and urban populations, and among provinces—remain significant.  

9. Poor progress in human development is underlined by low public spending on social sectors. 
Spending on health and education increased in nominal terms but declined as a share of GDP 
during FY2008–FY2013.11 Total expenditures on education were 2.1% of GDP in FY 2014, about 
the same as in the 1990s (2.0% of GDP). Public spending on health declined from 0.6% of GDP in 
FY2008 to 0.23% in FY2011, and then increased to 0.7% of GDP in FY2014. Overall pro-poor 
budgetary expenditures increased from 13.2% of GDP in FY2011 to 14.2% of GDP in FY2014. 
However, 26% of these expenditures were allocated to untargeted subsidies in FY2014, diluting the 
impact on poverty reduction.12  
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10. Labor market and employment trends. Increased employment opportunities with rising 
labor productivity are crucial for sustained poverty reduction. Recent labor market trends indicate 
labor productivity (output per worker) in non-agricultural sectors declined by 1.6% during FY2006–
FY2011, as employment increased by 7.6% during this period. This suggests an increase in the 
number of working poor.13 These factors point to the need to create higher-quality jobs with 
increased investment in skills and training.  

2. Government Strategy 

11. The government’s Vision 2025 was approved in May 2014.14 It envisages a strategy of 
sustained and inclusive higher growth to be achieved by enhancing the pace of growth, investment 
and productive employment opportunities, while ensuring that the benefits are shared by all. This 
implies enhancement of agricultural productivity (for which there is ample scope), urban 
development to cope with the increasing urbanization of Pakistan’s population, investment in health 
and education to enhance human capital, improving institutional performance, and enhancing safety 
nets to protect chronic poor and the vulnerable. A new framework for social change is also planned 
to provide equal opportunities and social justice, eliminate exploitation of the poor, harness 
Pakistan’s human resource potential, and restore the dignity of the citizen.  

12. Social safety nets. The National Social Protection Strategy (2007) and the Poverty 
Reduction Strategy (2009–2011) provide frameworks to address poverty alleviation in the country.15 
In FY2009, as a key element of this strategy, Pakistan introduced a targeted nationwide Benazir 
Income Support Program (BISP), with the immediate objective of cushioning the adverse impacts of 
financial volatility (including food and fuel prices) on the poor and the vulnerable. The broader goal 
was to implement the government’s redistributive policy by providing regular cash income support to 
the poor. The main component of the BISP is a cash transfer program providing PRs1,500 per 
month (increased from PRs1000 per month in FY2013), which is paid to the female head of the 
family. The includes a number of additional interventions for beneficiaries, including health 
insurance, skill training, loans for small business, and primary education co-responsibility cash 
transfers for children. The federal government’s social safety net spending increased from 0.3% of 
GDP in FY2004 to 0.9% of GDP in FY2011 after BISP was introduced. Federal government 
spending on BISP is estimated to have increased to PRs90 billion in FY2015. The number of 
beneficiaries increased from 1.8 million in FY2009 to 5.0 million in FY2015. The Budget allocation to 
BISP in FY2016 increased to PRs 102 billion.  

3. Role of ADB  

13. ADB’s focus on energy, water resource management, irrigation, transport and connectivity, 
urban services, and public and financial sectors under the new country partnership strategy aims to 
support the government’s objective of improving the environment for private sector businesses, with 
the goal of creating employment and improving access to public services. ADB has been a partner 
of BISP since its inception, and approved assistance of $430 million in December 2013 to support 
broad financial inclusion of the very poor and hard to reach women and men, to finance health risk 
coverage, and provide skills training. The project will be implemented through 2018.  
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