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POVERTY ANALYSIS (SUMMARY) 
  

A. Poverty Trends 
 

1. The 2007 Timor-Leste Survey of Living Standards provides the most recent 
comprehensive assessment of poverty in Timor-Leste.1 A national Household Income and 
Expenditure Survey was completed in 2011, but poverty analysis has been hindered by poor 
data quality.2 A new survey of living standards is now underway, and updated poverty measures 
using data from this survey are due in 2016. 

 
2. The national headcount poverty rate rose from 36% in 2001 to 50% in 2007. Poverty 
rose in all regions, and the depth of poverty increased significantly, with the average poor 
person’s consumption 27% below the national poverty line of $0.88 per day (footnote 1). In 
2007, one-third of the population was classified as living in extreme poverty, with per capita 
incomes below the level needed to secure 2,100 calories per day; the proportion of the 
population whose actual food consumption was below the food poverty line rose from 31% in 
2001 to 42% in 2007. 

 
3. The increase in poverty was caused by a decline in mean per capita consumption, which 
fell by 23% from 2001 to 2007 due to economic stagnation and rapid population growth. The 
disruption and dislocation associated with the 2006 crisis, during which approximately 15% of 
the population became internally displaced persons, also contributed to the sharp increase in 
poverty.3 The impact of falling consumption was moderated by a reduction in inter-household 
inequality, with the Gini coefficient falling from 0.36 to 0.28 between 2001 and 2007. If there had 
been no change in inequality, the national poverty rate in 2007 would have risen to 58%.   

 
Table 1: Incidence and severity of poverty 

(%) 
 

 2001  2007 
 Headcount 

Poverty 
Index 

Poverty 
Gap 
Index 

Squared 
Poverty 

Gap 
Index 

 Headcount 
Poverty 
Index 

Poverty 
Gap 

Index 

Squared 
Poverty 

Gap 
Index 

National 36.3 10.5 4.2  49.9 13.6 5.1 
        
Rural 39.7 11.6 4.6  51.5 14.2 5.3 
Urban 25.2 7.3 2.9  45.2 11.8 4.2 
        
East 24.7 6.6 2.5  26.5 4.8 1.3 
West 41.2 12.7 5.3  57.8 16.8 6.5 
Central 37.4 9.8 3.6  55.1 14.8 5.5 

Source: World Bank. 2008. Timor-Leste: Poverty in a Young Nation. Washington, DC. 

                                                
1  World Bank. 2008. Timor-Leste: Poverty in a Young Nation. Washington, DC 
2 Government of Timor-Leste, National Directorate of Statistics. 2013. Timor-Leste: Household Income and 

Expenditure Survey 2011. Dili 
3  In 2006, divisions emerged within Timor-Leste’s defense forces, which contributed to a security crisis with political 

and humanitarian dimensions. 
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4.   Timor-Leste’s economy expanded rapidly from 2007 to 2013, with per capita non-oil 
gross domestic product growing by an average of 6.8% per annum.4  Peace was maintained 
and several large social assistance programs were established. Under normal circumstances, 
one would expect a substantial reduction in poverty, but the limited available evidence on 
poverty trends during this period suggests that poverty reduction did not match growth. Updated 
national accounts show that real per capita private consumption grew at an average rate of 
4.6% per annum during 2007–2013 but remained below the 2001 level. Real per capita 
expenditures on food also stagnated and were reported to have fallen from $0.73 per day in 
2007 to $0.70 in 2013. The absence of any sustained increase in agricultural value added 
during this period also suggests that the increases in productivity needed to lift farming 
households out of poverty in large numbers did not occur.   
 
5. The national poverty rate is estimated to have fallen to 41% in 2009.5 This estimate was 
produced by applying data from the 2009 Demographic and Health Survey to a model of poverty 
incidence that was fitted using data from the 2007 Survey of Living Standards (footnote 1). 
Increased ownership of motorcycles and televisions generated a predicted decline in poverty 
that is plausible given the restoration of social stability and growth following the 2006 crisis.  
 
6. No detailed poverty analysis based on the 2011 Household Income and Expenditure 
Survey has been published, but comparing the summary statistics on income distribution with 
updated poverty lines from the 2007 Survey of Living Standards gives some indication of 
poverty trends. At the national level, more than 40% of the population had an income below the 
updated national poverty line. Poverty appears to be significantly higher in rural areas, where 
the income of more than 50% of the rural population is below the updated rural poverty line.6  

 
7. Nonmonetary indicators, such as the nutritional status of young children, are consistent 
with the high and increasing poverty during 2001–2007 and suggest that poverty has fell during 
2007-2013. Table 2 presents three measures of the nutritional status of children aged 0–59 
months. Low height relative to age is described as stunting and indicates chronic 
malnourishment. Conversely, weight relative to height captures current nutritional status, while 
weight relative to age is a composite measure that incorporates current and longer-term 
nutritional status. The increased incidence of malnutrition during 2001–2007 is consistent with 
the increase in poverty during that time. The reduction in wasted and underweight children from 
2007 to 2013 indicates clear progress, although challenges remain. 

 
Table 2: Malnutrition in Children Aged under 5 

(%) 
 

 2003 2007 2009 2013 
Height for Age     

Stunted 49.4 53.9 58.1 50.2 
Severely stunted 28.2 23.8 32.9 20.4 

Weight for Age     

                                                
4 Government of Timor-Leste, Ministry of Finance, General Directorate of Statistics. 2015. Timor-Leste National 

Accounts 2000–2013.. Dili 
5 World Bank. 2010. A 2009 Update of Poverty Incidence in Timor-Leste using the Survey-to-Survey Imputation 

Method. Washington, DC. 
6  Based on Asian Development Bank estimates. The food and non-food components of the 2007 poverty lines were 

updated separately using data on inflation from December 2007 to December 2011. Rural (urban) poverty lines 
were constructed using a weighted average of the rural (urban) poverty lines for the east, west, and central regions 
with weights based on the population shares reported in the 2010 census.  
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Underweight 45.8 48.6 44.7 37.7 
Severely underweight 14.9 14.6 15.4 10.1 

Weight for Height     
Wasted 12.4 24.5 18.6 11.0 
Severely wasted 2.8 7.5 7.0 1.9 

Source:  Government of Timor-Leste, Ministry of Health. 2004. Demographic and Health Survey 2003. Dili; 
Government of Timor-Leste, Ministry of Health. 2015. Timor-Leste Food and Nutrition Survey 2013: Final Report 
2015. Dili; Government of Timor-Leste, National Directorate of Statistics. 2008. Timor-Leste: Survey of Living 
Standards 2007. Dili; Government of Timor-Leste, National Directorate of Statistics. 2010. Demographic and Health 
Survey 2009-2010. Dili. 
 
B. Poverty Profile 

 
8. In 2007, 76.2% of the poor lived in rural areas. Because of the higher incidence of 
poverty in households with large numbers of children, children under the age of 15 accounted 
for 49.0% of the poor but only 43.3% of the total population. Female-headed households, which 
were approximately 10% of the total in 2007, were found to have lower rates of poverty, but, 
after controlling for household size, they were more likely to be poor. 
 
9. In 2007, the agriculture sector was characterized by low-intensity production and high 
levels of subsistence farming. More than half of farming households did not sell any crops.  
Fewer than 4% of households used externally purchased inputs, and most households 
cultivated small areas, with 73% of plots under 0.2 hectares and 97.3% under 1.0 hectare.7 For 
those households that did market their produce, coffee and fresh fruits and vegetables were the 
main products sold. In total, 16.2% of the population earned income from coffee sales (with a 
median annual income from these sales of $160) and 37.7% sold other food crops (with a 
median annual income from these sales of $65) (footnote 7). Cash incomes from livestock 
production and small-scale forestry activities were much lower (footnote 7).  
 
10. In common with other countries, there is a strong and inverse relationship between the 
educational attainment of adult household members and households’ poverty status. In 2007, 
adults who had either not started or not completed primary education accounted for 69% of the 
rural poor and 50% of the urban poor, while adults whose highest educational attainment was 
below secondary level accounted for 90% all poor people.8 

 
C. Access to Services and Poverty Outlook 

 
11. There are wide variations in the quality and availability of services across Timor-Leste. 
Figure 1 shows an analysis of how households’ use of education, water, sanitation, and 
electricity services varies with respect to an asset-based measure of household wealth. The 
2007 Survey of Living Standards found that children from poor households in both rural and 
urban areas had substantially lower rates of enrolment at all levels of the education system 
despite a national policy of free primary and secondary education. This trend appears to have 
continued despite progress in raising average enrollment rates. Poor people are benefiting from 
improved access to basic education, antenatal care, and childhood vaccinations but are 
significantly less likely to have access to improved water, sanitation, and electricity.  

                                                
7 A. Brown, G. Datt, and B. Inder. Poverty and the Agricultural Household in Timor-Leste: Some Patterns and 

Puzzles. Research Paper Series on Timor-Leste. No. RP-TL1. Clayton, Victoria, Australia: Monash Centre for 
Development Economics and Sustainability. 

8 In these statistics, only the education levels of adults are considered. Children in each household are assigned to 
adult household members on a proportionate basis. 
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12. Current social protection systems are not well targeted to the poor. The bulk of social 
assistance funds are paid to veterans of the 1975-1999 fight for independence, who make up 
1% of the population. Analysis by the World Bank found that more than 60% of households in 
the bottom two income quintiles of the 2011 Household Income and Expenditure Survey did not 
receive any social assistance.9 Pensions for elderly citizens were paid to 35% of households in 
the bottom two quintiles of the income distribution and helped raise the income of these 
households, but other assistance programs had low coverage and were too small to 
substantially reduce the poverty status of recipients.  

 
13.  A new survey of living standards was conducted in 2014–2015 using a similar 
methodology to the 2001 and 2007 surveys. Data from the new survey will be available in 2016 
and should provide a clear picture of current poverty levels and trends since 2007. Prospects for 
further poverty reduction will depend on the inclusiveness of Timor-Leste’s growth. In the short 
term, increased targeting of social assistance programs could support rapid reductions in 
poverty. In the longer term, increasing the productivity of the agriculture sector and expanding 
opportunities for nonagricultural employment will be crucial for poverty reduction. 
 

Figure 1: Opportunity Curves for Key Public Services 
 
 

 b Living standards are measured using a private asset index that was constructed with data from household surveys 
in 2001; 2002; 2007; and 2009-2010. 
 
Source: C. Sugden. 2014. Timor-Leste’s Pursuit of Inclusive Opportunity. Asia and the Pacific Policy Studies. 1 (3). 
pp. 522–540. 

                                                
9 World Bank. 2013. Timor-Leste Social Assistance Public Expenditure and Program Performance Report. 

Washington, DC. 


