
CHAPTER 5

STATISTICAL ISSUES IN MEASURING POVERTY

FROM NON-SURVEY SOURCES

Gisele Kamanou, Michael Ward, and Ivo Havinga

3Introduction


35.1
Prospects for meeting broader data requirements and quality issues in poverty assessments


45.1.1
Conventional poverty assessment techniques and data requirements


115.1.2
Practical avenues for strengthening household survey based poverty assessments with non-survey data


11A.
Revisiting the practice of multi-topic household surveys


12B.
Qualitative assessments and participatory techniques


15C.
Use of population census data and administrative records in poverty measurement and analysis


195.2
Capturing the Multidimensionality of Poverty


205.2.1
Poverty and the MDGs


20A.
The MDGs


21B.
Non-market goods and services


21C.
Qualitative analysis


22D.
Determining causes and effects


235.2.2
Additional and alternative sources of information


23A.
Censuses and sample censuses


25B.
Administrative records


26C.
Community level studies


26D.
Special enquiries and official commissions


27E.
Qualitative surveys and subjective enquiries


31F.
Other Survey methods


315.2.3
Building a more complete map of poverty characteristics


31A.
Piecing the puzzle together


32B.
Breaking down the block


32C.
Devising appropriate indicators


33D.
Small area sampling and analysis


33E.
‘Triangulation’ techniques


345.3
National Accounts


355.3.1
Income versus expenditure approach


355.3.2
Comparability between national accounts and household survey estimate of disposable income


385.3.3
Comparability between national accounts and household survey estimate of final household consumption


40A.
Conceptual adjustments of household final consumption expenditure between household budget survey and national accounts


40Adjustments for differences in definitions and concepts


44Adjustment for direct sales and purchases for business purposes


45Adjustments for purchases of residents abroad and non-residents on the domestic territory


46B.
Empirical adjustments of household consumption expenditure between household budget surveys and national accounts


46Adjustments for differences in population


46Exhaustiveness adjustments, differential non-response rate.


47Other data sources used for measuring household final consumption expenditure


48Additional adjustments and considerations for exhaustiveness in using HBS data for national accounts purposes


51C.
Household final consumption expenditure versus household actual final consumption


545.3.4
National accounts-based versus household survey-based poverty measures


555.4
Conclusions


555.4.1
Conclusion on Section 5.1


585.4.2
Conclusion on Section 5. 2


585.4.3
Conclusions and recommendations of Section 5.3





Introduction

[will be further elaborated when all 3 three sections are fully written]  Φ

There is a need to draw on information from different types of sources to emphasise the multi-dimensional nature of poverty and to further the understanding the interlinkages among it multiple facets. This allows analysts to explore the individual characteristics of poor people and other facets that determine the nature of poverty. The goal is to obtain a better perception of the inter-relationship of such specific conditions of deprivation. This chapter thus deals with those quantitative and qualitative statistics that can yield more revealing insights into the varied aspects of the poverty condition. Subsequently, the scope of the chapter is broadened to cover the data required to provide a more comprehensive macro-perspective analysis of the economy and how this is related to living standards, particularly of poor households. In what follows, Section 1 exemplifies the data weakness in broad poverty assessment. Section 2 explores what issues should be taken into account to expand existing knowledge about poverty from a policy perspective and discusses the relevance and reliability of additional data sources and the techniques used to gather such information. Section 3 discusses the value of non-survey monetary data and, specifically, the usefulness of national accounts and public sector financial data to increase an understanding of the dynamics of poverty.  The accounts are influenced by factors external to households and may have only limited relevance in estimating the welfare status of individual households.
5.1
Prospects for meeting broader data requirements and quality issues in poverty assessments

It is widely recognized that income and non-income assets are equally important as dimensions influencing well being. The earlier overview of national practices of compiling poverty statistics (see Chapter 3) Φ revealed a dominantly conventional approach and indicated that efforts toward measuring poverty and gaining a better understanding of its characteristics from a multidimensional aspect are often hindered by the lack of adequate information.. While a range of data is often available from disparate sources within the National Statistical Organization and from outside agents, the cross-validating and linking of these sources sometimes proves particularly difficult. The varying quality of outside sources – e.g. administrative records from various line ministries that have quite different objectives and mandates to observe - further compounds the problem. Numerous poverty studies have drawn different and sometimes conflicting policy conclusions from alternative sources . The variablility of sources raises major issues of comparability and consistency of data collected through different techniques and from, survey versus non-survey data.. This section identifies some of the more outstanding data problems where further improvements are deemed essential to provide a sounder basis for poverty assessment and analysis. It complements the country practices summarized in Chapter 3 with a review of the empirical literature to provide a broader assessment of the requirements of poverty data. Although practical experience in the non-survey based analysis of poverty is still to be built up in many countries, this chapter draws attention to a few case studies which exemplify the need to complement household survey data with non-survey sources of information.

5.1.1
Conventional poverty assessment techniques and data requirements

Data collection techniques in general and sampling surveys in particular are often designed to suit their purposes. Unless deliberately designed for poverty analysis, survey or non-survey sources primarily aim to serve other concerns or priorities. Moreover, in many countries changes are introduced in poverty surveys to meet requirements other than poverty measurements, especially when resources are scarce. These apparent minor changes can have a significant effect on poverty findings. A typical illustrative example of the influence of survey design on poverty estimates is reported in Deaton (2003), with some experimental data from India showing a reduction in the level of poverty by one-half when the survey recall period for food was changed from 30 to 7 days [See also the discussion on the recall period in Chapter 4] Φ. Yet another problem in some of the few countries who have been conducting household surveys for many decades is that the surveys were not originally designed for poverty measurements purposes and the analysis of the survey data has continued to focus on its primary objectives. There is therefore a need to revisit the main objectives and priorities of the surveys in such countries. In particular, as the focus of anti-poverty programmes shifts over time, household surveys have to be designed in order to provide poverty related information to formulate and evaluate these programmes. 

A major challenge faced in meeting the data “adequacy” of poverty statistics is that the data requirements are often conflicting, leading to dilemmas such as the well known problem of “specificity versus consistency” of poverty lines [footnote and reference on this issue later or may be discussed in Chapter 2, 3 or 4]. Φ Other such problems have not been well articulated in the poverty literature and have been overlooked to some extent by data practitioners. For example, data required for monitoring trends in poverty over time are fundamentally different than those needed for understanding its patterns, and more importantly for studying the interrelationships between the different aspects of poverty. Moreover, on the one hand we have seen increasing concerns on the multi-dimensionality of poverty which lead to a greater demand for data to inform a wide range of antipoverty policies. This demand has an immediate bearing on sample size, topic coverage and, consequently, on the costs for survey undertakings. As national poverty declines for example – as it is the case in few countries – the focus of poverty alleviation might narrow from a national level to fighting poverty in certain regions within the country. More generally, targeting policies require large samples and broad topic coverage to permit disaggregation of poverty data at sub-national and sometimes at lower levels in order to expose the geographical disparities in poverty levels and patterns. On the other hand however, the monitoring of antipoverty policies and the Millennium Development Goals in particular has put more emphasis on time series data. Increasingly, countries limit the topic coverage and sometime reduce the geographical coverage in order to conduct surveys more frequently than it would have been possible otherwise. An undesirable result is that some information that is essential to understand why some people lift themselves out of poverty and others do not, is sacrificed so that monitoring data become quite irrelevant for policy formulations.

Micro versus macro determinants of poverty is also a fundamental analytic dimension with opposing data requirements. The relative importance of the micro vis-à-vis the macro factors of household well-being has fundamental policy implications but the interplay between macro and micro attributes of the poverty is not well understood. Conventional poverty analysis has mostly confined to the micro level and, consequently, information required to asses the (direct) impact of macro-economic policy on poverty alleviation is seriously defective in many countries. This can be exemplified by the role of retail prices in poverty analysis. 

Retail prices are such factors of poverty that reflect external mechanisms both at the micro and macro levels but retail price data are often not available for most commodities. Different techniques are used to value commodities in different regions within the same country and in different countries, with results that seriously undermine the comparability of poverty estimates through space and in particular between urban and rural regions [See more discussion in Chapter 4]. Φ Moreover, because the extent an depth of poverty ultimately changes with household income and the prices they face, secondary data on macro and pseudo levels such as those collected by line ministries and Central Banks would enable to gain a broader understanding of the interplay between household determinants of well being and other socioeconomic factors external to households [See Section 5.2 for more discussion on the role of pseudo and macro factors on poverty attributes]. Φ

Another much researched topic at the nexus of micro-macro development issue is the role of human capital in poverty alleviation. Micro and macro economic policy considerations need to be assessed jointly when looking at the impact of investments in human capital and more specifically the role of social spending on human development (see for example Pyatt and Ward, 1999 for a discussion on causation between education and poverty outcomes). The enduring debate on micro versus macro development pursuits has important policy implications but, despite the vast literature on human development and poverty, the interrelationship between income poverty and social outcomes is still not fully explained. More specifically, empirical research on causal relationship between economic developments and social achievements has not been conclusive. The weight of evidence suggests that the causation works in one way in some countries (and within certain periods only), but in others, the relationship is reversed, and yet economic and social outcomes operate independently from one another in some other cases. 

Much of the empirical work had used mainly aggregated data such as life expectancy, infant mortality rates and GDP, to model the impact of growth on subsequent levels of poverty and welfare. The findings are inconsistent within two broad positions. Claims have been made that rapid growth is likely to increase absolute inequalities in resource and social opportunities, and thus to worsen the extent and severity of poverty in very poor countries [Ref, e.g Raminez et all (2000)]. This line of reasoning has been challenged by other cross-country studies, however, with supporting arguments that the distorting effects of high growth upon basic needs may be alleviated by government intervention or positives externalities of growth (Loren King, 1998). These conflicting arguments are likely to be due in part to the non-reconcilability of household level data and those available only at a higher level of aggregation (such as life expectancy and administrative data) in establishing micro-macro linkages. Moreover, cross-country comparison analyses tend to suffer from the large degree of variability among the countries, and in particular, pooled time series data are most likely to be heterogeneous, meaning that the variance of the parameters to be estimated is not constant across the cross section of the countries or over the time periods of the study or both. 

Nevertheless, two important related lessons can be learned with respect to the data implications of these preliminary findings: First, a possible solution to the problem of heteroscedasticty is to limit the scope of the analysis to the regions and/or periods for which the model assumptions hold. The study of the impact of economic growth on basic human needs by Loren King (1998) gives an illustration of how to address some typical problems in cross sectional analysis of aggregated data using a model-based approach. In King’s study, a dynamic model of the effect of economic growth on basic needs is estimated. The unique feature of the model is that it enables to account for time specific stochastic effects in the growth model by specifying three five year average growth terms as major explanatory variables to predict the physical quality of life index (which was constructed using infant mortality and life expectancy). Although his results seem to be in line with the empirical evidence in support of the general argument that higher growth rates do appear to have a negative impact on basic needs, accounting for the dynamic structure of the model made it possible to suggest that the negative impact of growth is limited to about five years (with a significant coefficient for the first five year average growth term), but that the longer-term impact of growth upon basic needs appears to be negligible (rather than be detrimental as it has been found with an ordinary least square (OLS) model. Second, despite the growing body of evidence in support that both positive externalities of high growth and government intervention are at play in reducing poverty, the relative importance of these two general factors cannot be assessed with aggregated economic and welfare data. This points to the great need for time series country-specific data at both micro and macro levels to study the relative importance of achievements in human capabilities and economic performance on poverty alleviation for better inform development policies. Particular country cases such as Sri Lanka (Ravallion and Anand (1993), and others [later]), Φ and sub-regional poverty studies such as the case of Kerala State in India (Sen, 1998) enable gaining additional information about the growth-welfare relationship, which in turn would permit a better specification of the growth model. [As another enlightening example of cross-country analysis, discuss the analysis by Hanmer and all (2003) which tested the robustness of the determinants of infant and child mortality by estimating 420 000 equations and provided contesting arguments to the claims that health expenditures are ineffective in reducing infant and child mortality but that it is mainly explained the country’s income per capita.]

Like the time effect, the space dimension of the model has to be accounted for, principally for the regional characteristics of poverty are of key importance for addressing the region specific poverty issues. The global review of household survey practices (summarized in Chapter 3 and in the statistical annex) Φ has shown however, that the data gap is enormous for region-specific poverty analysis, especially for establishing the region-specific socioeconomic factors associated with poverty and differentiating them from household level characteristics (Ref: Pyatt). Region specific data on consumption patterns including levels, food habits and contextual factors such as prices and environmental factors are particularly lacking from household surveys. In the same vein, establishing the links between sectors wise income generation and poverty with household survey data can be quite challenging. Moreover, the geographical unit of analysis also matters a great deal in conceptualizing and measuring poverty, including for identifying the reference population with respect to which poverty lines are drawn, for defining the boundaries of the relevant markets and in terms of efficiency of targeting (C. Ruggeru Laderchi et al., 2003). [Provide case study of Mexico and the MDG at the subnational level, Fuentes and Montes (2004)]

The “feminization” of poverty has also been hard to document empirically both in terms of its patterns and dynamics. Household surveys data are fundamentally inadequate for looking at the demographical patterns of poverty and their gender disparities more particularly. Causal factors of poverty and their consequential characteristics are difficult to dissociate from household survey data alone. For example high dependency ratio is both a cause and a consequence of poverty. The gender analysis of poverty is of crucial importance in development policy and human right issues. Although indisputable, the growing concern about women being in poverty disproportionally than men is mainly based on the analysis of headship with respect to the poverty outcome of the household (e.g. comparing the ratio of female headed households in poverty to that of male headed households), which provides only a very crude estimation of the gender disparities. The gender bias against women in poverty outcomes has been concluded on the basis studies of limited coverage whose findings would be hardly generalized for the country at large, and even less in other countries (some examples later). On the one hand, social or capability-based indicators of well being (such as education and health indicators) constructed from cross-sectional household survey data are not sensitive enough to gender disparities. On the other hand, data on intra-household resource allocation including leisure time are hard to collect and are seriously unreliable when available. Aggregate welfare indicators constructed from secondary data sources offer a more meaningful alternative to household survey data for some of these analytical data issues. [More discussion and reference on data issues in gender analysis of poverty later]

5.1.2
Practical avenues for strengthening household survey based poverty assessments with non-survey data

Household surveys are the primary source of distributional poverty data (Ref later). The national practice of poverty measurements has been influenced mainly by the World Bank sponsored Living Standard Measurement Study, which has been involved in collecting more than 40 household surveys around the world over the last two decades. 

A.
Revisiting the practice of multi-topic household surveys

The Living Standard Measurement Surveys (LSMS) have formed the fundamental tool for poverty assessments (PAs). Living Standard Measurements surveys (LSMS), however, have been the subject on a number of critics. See for example Hanmer, Pyatt and White (1999) for their arguments on the conceptual limitations of the LSMS in the context of a review of the lessons learned from twenty-five assessments prepared for countries in sub-Saharan Africa. Another important weakness of the LSMS is with regard to their practical implementation. The multi-topic living standard surveys traditionally have been nationally representative (or have intended to be so) and have been administered with heavy questionnaires. These large-scales surveys have been often criticized of put undue burden on the respondents, with the potential of diminishing the quality of the responses [more discussion in Chapter 4]. Φ More recently however, with the renewed global commitment to poverty reduction and to monitor poverty trends and inequalities, whilst a growing advocacy for addressing a broader range of human basic deprivations (in addition to the lack of income), multi-topic surveys increasingly are being revised in many countries to meet the data needs for addressing these new policy concerns. The topic coverage is further expanded but less detailed questionnaires are being used. In some countries, analyses based on sub-samples of nationally representative surveys have given ways to study some specific aspects of poverty with minimum data requirements [specific country cases will be provided]. 

Sub-sample surveys of a national representative survey can also permit longitudinal assessments when merged with the initial survey and, by so doing, permit to better understand the dynamics of poverty. Supplementing large scale surveys with smaller ones which can be undertaken on a more frequent basis would certainly provide more regular and timely data to inform and monitor policy interventions and at a lesser cost compared to relying only on infrequent large scale surveys. Meanwhile, secondary sources should be further exploited to address broader policy issues beyond those concerned with raising income or with the provisioning of social services. More generally, a broad base statistical framework comprising household surveys data and non sample surveys should be further encouraged in national practices of poverty statistics and assessments. Below we discuss some of the most relevant non-sample and other non- survey sources for poverty statistics.

B.
Qualitative assessments and participatory techniques

It is now widely recognized that qualitative assessments are tremendously instrumental for identifying the characteristics of the poor. In contract with quantitative methods such as the conventional monetary approach, qualitative methods are less concerned with mathematical precision. The crucial issue is not whether quantification is possible but whether problems of social life (and standard of living) can be reduced largely to their quantitative dimensions (and still remain significant) (Shaffer,1996). 

The theoretical underpinnings of qualitative methods rest with that they shed more light on the diverse manifestations and dynamics of poverty, thus enable to explore causality among those privileged factors that influence poverty outcomes - such as intra-household behavioral attributes - which are not captured through household level data. Rapid rural appraisal (RRA) and its descendant participatory rural appraisal (PRA) have been the pioneers among the large family of qualitative techniques. They are described as a family of methods to “enable the rural people to share, enhance, and analyze their knowledge of life and conditions, to plan and to act” (Chambers, 1994), with the fundamental distinction that RRA is a form of data collection by outsiders who then take the data away and analyze it, whereas PRA has a more participatory an empowering, “meaning that outsiders are conveners, catalysts and facilitators who enable people to undertake and share their own investigations and analysis” (See Chamber 1994 for a review of participatory methodologies and tools). 

Participatory methods were designed initially for small scale studies in the areas of social and economic development and their application in poverty research has covered chiefly topics such as credit needs, targeting the poor, nonagricultural income-earning opportunities, women and gender and adult literacy. Participatory poverty assessments (PPA) were first initiated in 1993 as part of the World Bank-supported country poverty assessments in Ghana and Zambia and, subsequently, they gained prominence in poverty research over the last decade both conceptually and on empirical grounds. The key distinctions between PPA and the conventional approaches to poverty measurements such as the monetary or the capability methods are that the former exhibits a broader definition of poverty through which the constituents of well-being are contextual-specific and data collection tools permit understanding of poverty within the local, economic and political environment. More particularly, in contrast with the monetary poverty measures, they enable to characterize poverty differently for specific vulnerable socio-economic classes such as women, AIDS orphans, single crop farmers and ethnicity groups, whereas the social grouping will results from poverty profiles in conventional methods.

The centrality of own perception of poverty in the PPA is however undermined by its technical practicality. The question whether quantitative methods or PPA is more reliable has retained much attention in the literature but empirical evidence are not conclusive. Like in the case of survey methods, there are a number of challenges in operationalizing including problems related to the small sample, ingrepresentativeness, generalizability and comparability of the findings. Further, the inherent subjectivity in own perception of poverty weaken the essence of the PPA method as people’s own assessments of their own condition will inevitably suffer from the lack of objectivity and of limited information of the poor (Laderchi et al (2003), Sen(?)). A more fruitful line of analysis, however, has been to combine the quantitative and qualitative methods rather than comparing their results. 

Despite wide recognition of the relevance and usefulness of data obtained from qualitative methods for assessing individual welfare, and more broadly, for identifying aspects of welfare omitted in the standard poverty measure, qualitative techniques are still not fully integrated with the conventional income-based poverty assessments. Because they rely more on group interviews and predominantly use subjective questions, as opposed to quantitative approaches that put more emphasis on objective data and use individual household interviews instead, participatory techniques in particular are often claimed not to be compatibility with the traditional poverty assessments. Moreover, given the scarcity of resources, the qualitative and quantitative poverty studies have been competing with one another rather than complementing each other. There are few exceptions, however, of successful attempts to compare poverty profile constructed by the subjective and objective approaches as well as to incorporate PPA results in traditional poverty assessments (World Bank, 1994, 1995a, 1995b), and, more increasingly, the World Bank-lead poverty assessments include a participatory component in traditional survey-based poverty assessments.

There will still be larger gains to combine the two methods during the interviews, for example, by asking subjective and qualitative question in surveys. (Give some recent country examples, e.g. Senegal). Traditional PA will be stronger if supplemented subjective and qualitative data. A multi-dimensional approach to poverty data could comprise “expenditures on market goods side-by-side with non-income indicators of access to non-markets goods and indicators of intra-household distribution (Ravallion, 1996). Furthermore, composite indicators constructed by combining qualitative and quantitative data can usefully complement either of both approaches (See for example Carvalho and White, 1996 for methods for combining qualitative and quantitative data) 

C.
Use of population census data and administrative records in poverty measurement and analysis

[This section is only a rough draft – it is being developed] Φ

Population census can provide the most basic information on well being and, for this reason it has been the preferred data sources for the unmet basic needs (UBN) approach to poverty measurement [See Chapter 2]. Φ Further, with recent analytical advances, it has been possible to overcome the limited geographical coverage of household surveys by using census data to construction poverty maps through small area estimation techniques (See Chapter 6 for more discussion on poverty map techniques).Φ Census data can be disaggregated at very low geographical levels, unlike those estimated from household surveys or generated from administrative records (see below), Φ which are mostly available only at highly aggregated levels such as provinces or urban and rural. In addition, given the broad topic coverage of population census and, together with the high sensitivity of social outcomes (such as infant or maternal mortality and school enrolment) to specific government interventions and policy changes, population census data can (and should) be used to gauge the effectiveness of poverty alleviating programmes. This is of particular relevance to the demographic and economic geography of poverty and to a more equitable distribution of human and physical resource such as in the sectors of heath and education [few country examples later from Latin America]. Φ

A wealth of information on social welfare is available form administrative sources, but administrative data are manly used for the administrative budgeting and program implementation purposes. The use of administrative records for poverty estimations and analysis is not a frequent undertaken in countries and in the majority of poor countries. There are few exceptions, mostly in developed countries, where poverty is estimated from a register-based information system. For example, Denmark and the Netherlands measure poverty and its characteristics based on administrative data including income (gross and net) and tax records, security benefits, disposable income, education, costs of living, housing situation, net housing cost, demographic, family and household characteristics, economic and social status and sources of poverty (e.g. sick or disabled, short/long term unemployed). See Rudolf Teekens, Bernard van Praag (1990) for more details on these two cases. 
There remains a great challenge in analyzing data from administrative sources to feed the process of formulation of anti-poverty programmes and to assess their impact on the households. A more common use of administrative records in poverty related studies is for cross-checks of survey based analyses. Administrative records from line ministries or departments such as agriculture, education and health, contain relevant data for poverty analysis and can provide benchmark statistics for checks, including assessing the plausibility of poverty estimates and changes in poverty level through time. An instructive example of the validation of poverty estimates with administrative data is given in Ravallion and Sen (1996) with data from Bangladesh. Using data on agriculture yields and prices collected by the ministry of agriculture to assess the likelihood of increase or decrease in income of farming households, it was then possible to check and compare conflicting results of poverty levels for various years in the 1980s. The key to the validation was the consistency of the changes in poverty with those of the real agricultural wages, especially in the rural region where agriculture is the predominant economic activity and real agricultural wages is an important determinant of welfare for the poor. 
The centrality of human capital in the fight against poverty has been much researched and it is widely recognized that indicators of human capability achievements such as access to public health and education services are poorly reflected in the traditional per income poverty measure. Non-income indicators, notably life expectancy, infant mortality and primary school enrollments should be used to compensate for the limitations of relying solely on the income metrics (Ref. to be provided). Administrative records in the sectors of health and education can provide useful proxies for these preferred social indicators. The ministry of health in most countries collects a large amount data which are mainly used for monitoring the delivery of services. Service records of health units for example, contain relevant information on the general health status of individuals, and, more specifically relevant to the characteristics of poverty, are data on birth weight, nutritional and immunization status of children under-five years old which are customarily collected by midwifes. 

There has also been increasing advocacy for using health outcomes to gauge the success of economic development policy more broadly and it has been argued for example that mortality data have distinctive features for understanding the interrelationship between economic and capabilities based dimensions of poverty. Sen (1998) examined life expectancy in relation GDP and income in selected countries and concluded that the links between GDP and life expectancy most likely work through the provision of public health care and poverty removal (See also Anand and Ravallion, 1993 for similar findings). Sen,s analysis also provided support for claims that mortality statistics most adequately depict socioeconomic inequalities including gender and geographical differentials in poverty outcomes. The inter-linkage between economic and social aspects of poverty are indeed a key feature of mortality data, however, inferential analysis based on mortality data are not straight forward. For example, both income and the availability of health care facilities are important determinants of life and death. Consequently, death data require careful examinations in order to disentangle these associations. Furthermore, mortality data are established from Vital Statistics records and Population Censuses and using them for poverty analysis would only be possible a the lower level of aggregation of the data from these two sources, usually localities for the former and urban/rural and administrative. 

Similarly, education has long been an important component of development policy and there is solid evidence that the lack of a “critical mass” of knowledge, skill and collective education are almost universally implicated in persistent poverty (Ref later). The highest level of education of the head of the household is the single education indicator most often used in household survey-based poverty assessments and profiling. This indicator does not tell much about the overall education status of the members of the household neither about the intra-household bias in access to education that seems to exist among the members of the household such as the one against female (ref later). Data on school drop outs, teacher/pupil ratios and expenditures per child are readily available from the ministry, are often available only at small administrative localities such as districts. Linking such data to household level data would is however a major practical challenge for data analysts. (See Section 5.3 for a discussion on further research on issue of reconciling aggregated macro micro indicators).

5.2 Capturing the Multidimensionality of Poverty
The universal political consensus achieved in 2000 on the Millennium Development Goals [MDGs] together with the joint agreement between countries on the 48 standard indicators and targets that were correspondingly established to assess progress towards the accomplishment of these eight major articles of international development policy, have given common direction as well as global recognition to the diverse and multi-dimensional nature of poverty. The higher political profile given to poverty eradication has helped concentrate popular attention on the problem of relative deprivation and its possible causes. The MDGs underline the importance of looking more comprehensively at the combination of both material and non-material goods and services made available for use by the public to raise general living standards. These commodities originate from market and non-market sources and an important component is provided by the government [but also by NGOs in the developing countries] to households and collective groups to satisfy people’s demands for improved well-being. The MDGs have also focussed official attention on the imbalances between various sections of the population with respect to disparities in their ease of access to public facilities and to a ready command over the range of public goods and services potentially available. 

This section thus explores what issues and respective data sources, beyond those of household surveys with an alleged national coverage and those utilized in the broadly based national accounts, should be taken up to help expand knowledge about poverty; its incidence, severity and its extent. The relevance and reliability of a range of additional data sources and the techniques adopted to exploit them are discussed. This appeal to data mining is a rapidly developing area of statistical analysis because it is generally cheaper but changes are constantly occurring. A detailed analysis of the public sector accounts and identification of those goods and services supplied by government for use by the population [and how effectively and fairly these are delivered to intended recipients] is a prerequisite to understanding the real ability of the government, given the existing pattern of inequality, to carry out a poverty reduction policy, especially one based on the combination of a conventional economic growth and redistribution policy. 

An annex Φ to this handbook provides details of the MDGs and their associated targets. It begins the process of identifying those parts that are susceptible to direct action by resident agencies and those that depend more on the general capacity of the government to implement appropriate pro-poor macroeconomic policy. 


5.2.1
Poverty and the MDGs

There are only two main poverty measures in the MDGs. These deal, specifically with the  extent [amount] and depth of poverty.. Traditionally, malnutrition has also been a key indicator  used to determine the number who  are poor. 

A.
The MDGs

The MDGs have underscored the multi-dimensional nature of the poverty problem.  Even the most casual empirical observation cannot fail to appreciate that malnutrition, inadequate shelter, insanitary living conditions, unsatisfactory and insufficient supplies of clean water, poor solid waste disposal, low educational achievement and the absence of proper schooling, chronic ill health and widespread common crime are the manifest features of poverty in all its various guises. Each of these facets needs to be quantified to determine its relative significance and the strength of its inter-relationships with other characteristics that seemingly contribute  to the perpetuation of the conditions of poverty. The problem is that statistical  information - where it exists - is available for the most part only at the overall national level.What is needed are  data disaggregated by socio-economic category or, at the very least, by distinct locations small enough to assist identification of the  the main constituent population groups and their levels of living.Small area samples pose a range of methodological and practical problems in relation to the frame to which they are intended to refer.

B.
Non-market goods and services

There is a  need to compile information not only about material living standards and the revealed preferences that are reflected by the actual choices people  make in the market but also about how non-material goods and services are distributed among households,. In the absence of readily available files, such details have to be picked up from a variety of public and private sources of information. The compilation of  indirect and partial data, collected mostly to serve miscellaneous  administrative and bureaucratic purposes, is important in the larger effort to build a more comprehensive picture of people’s living conditions that extends beyond  their individual sovereignty over the market  supply of consumption goods and services and touches on the total supply of commodities valued by the community To this should be added, in an overall assessment of poverty status, data about the value of social benefit transfers to which households may be entitled. 

 C.
Qualitative analysis

            A better understanding of the possible whys and wherefores that lie behind the reality of how people daily survive under adverse living conditions depends on the availability of subjective information compiled directly from respondents about the constraints and obstacles they believe impede  improvements to  their lives. Resorting to qualitative and subjective perspectives and participatory assessments by the poor themselves helps identify  the inter-linkages between many of the observed features of poverty. Such personal surveys thus allow analysts to reach out and hear the ‘silent voices’ that enable them to gain a better  insight into household behavioural patterns and see the responses of the poor to certain situations and policy initiatives [or the lack of them]. Among the issues qualititative studies usually  wish to cover include individual and household coping strategies in situations of severe deprivation.  Such studies, while valuable if carefully examined, may be subject to some conditions and limitations that inhibit their use and they may not have universal applicability [see below].

D.
Determining causes and effects

            Are the identifiable features of poor living conditions and social deprivation the causes or effects of poverty and its prolongation? Or both? In the past, it was common for politicians to refer to ‘the vicious circle of poverty’ because it was difficult to disentangle the initial cause and effect but it is widely assumed that economic policy, including the efficacy of fiscal policy [that is, tax, subsidy and transfer as well as ministerial spending decisions] plays a crucial role in this equation. Fiscal policy may be more relevant and  probably more sustainable than so-called ‘pro-poor’ growth policy. In other words, in order to conduct a fair and equitable social policy over the longer term that  pays special attention to the needs of the poor, it is not necessary to distort the main thrust of economic policy and the quest for income growth.  But, it is essential to maintain a consistent oversight of the progressive incidence of taxes and the distribution of government expenditures destined for collective and individual household consumption purposes. This requires national statistical offices to prepare, in the interests of distributive social justice, beneficiary focused  accounts detailing  the functional allocation of current expenditures, as well as subsidies and transfers, going to different groups of society

           The logic of developing new approaches to data and of gaining access to information that may help  explain the broader dynamics of poverty that underlie  the continued existence of many poor households who possess few personal assets and enjoy only minimal income receipts is apparent.  Their status may be as much an outcome of social and cultural or sector technological change that has, as its  consequence, the  casual and uncertain engagement of poor households in the economy . Such employmnt generates only sporadic and variable receipts that, because of their nature and limited size,  are not very fungible. and always available to fund immediate needs. Understanding the scope and nature of unpaid farm, informal and ‘grey’ activity remains a primary objective of statistical offices.   

5.2.2
Additional and alternative sources of information

A.
Censuses and sample censuses

            Censuses and related  in-depth sample censuses are a rich source of benchmark data, but the nature of their organization, the extent of their coverage and their timeliness often seriously limit the  usefulness of the results for detailed socio-economic analysis. Population and housing censuses invariably serve as the primary source of basic reference information about the population and how and where it lives. Similarly, enterprise based industry and employment censuses [or, more usually, combined census and survey enquiries] plus both farm and land-holding based agricultural censuses provide other useful insights into the pattern of occupational characteristics [but not necessarily actual engagement] in economic activity. As in most comprehensive studies of this kind, the devil lies in the detail and in the capacity of analysts to utilize micro data, in particular for linking the same households or matching them identically. All such sources provide useful information about the characteristics of the households, the nature of their economic activity in a particular location and how these features differ from other places.

All censuses of  are essentially area based surveys since they are linked in one way or another to a geographically identified  enumeration area, defined in terms of population or housing characteristics, within the overall survey frame. From this frame, which is designed primarily to facilitate administrative management purposes, including the organisation of the collection of data [and so is not defined with any specific survey objective in mind], housing units are identified as basic units of enquiry. Enumerators who visit these housing units then proceed to identify distinct ‘households’ living in these units. Such households are comprised of individuals who are linked to each other in a more or less permanent social and economic way. Households are not necessarily families and several household may inhabit the same housing unit.

The quality of the housing shelter and of the available living space is usually collected independently; in past this was done as much  for identification as for analytical purposes, but this often provides a first indication of the level of living of those inhabiting space in that shelter. The conditions of these households can be compared across the same  enumeration area and  with other areas where households of similar size and the same age and sex composition live.  Households can possibly be linked also to housing units. Problems arise where some sections of the population belong, from time to time, to institutions while others  do not have any fixed abode and sleep on the streets. Even countries like the USA have encountered problems of enumerating the homeless and this invariably results in a significant undercount of the housing space  problem which, in most cases, is closely related to issues of poverty. 

 Population censuses will sometimes contain information about educational status [enrolment, qualifications gained or level of schooling ] and of the number of years of completed education. Historically, many censuses used to include individual questions about health status [physical and mental] but this is now much  less common because the results were never  considered particularly reliable. There is no way, usually, for an enumerator to check on the validity of the information provided, even if the question relates only to current health status and the nature of the complaint or disability is physically evident . 

Population censuses, or sample censuses embedded concurrently with them, may also compile information on a person’s occupation. This  is not the same as his or her employment status, nor is it  any indication of the industry in which the subject is engaged. The known existence of a particular industry or factory in that area may, however, afford some greater insight into a family’s social standing and economic vulnerability. Additional data to amplify the situation can be collected from the industry directly if the rules of anonymity [rather than confidentiality] are able to be properly observed.

Analysts have to rely on the more specific enterprise based employment [and wage] censuses or surveys to provide information at the local level on comparative economic well-being. Cross-matching such [grouped] data relating to individuals with the customary housing unit based census data is not easy, especially where, at the micro data level, a common link through occupational status is not available in one form or another in either of the sources.     

B.
Administrative records

Commonly, all the policy related data on the education and health of the population is compiled by the state through its responsible line ministries and their administrative and supervisory bureaucratic mechanisms. These ministries have specific reporting responsibilities but they are also subject to routine auditing mandates that frequently relate official funding to defined activity or ‘performance’ criteria like ‘number of students enrolled’ and ‘number of people registered on a doctors list’or ‘outpatients treated in hospitals’. What is reported here does not tie up with the data collected in the census because the questions often relate to different things and conditions. The number of pupils officially reported by the education ministry as being currently enrolled in a country or region will not tally with the numbers declared to be ’receiving education’ at the time of the census, even allowing for cohort adjustments. There is  a large number of practical, psychological, social and even economic reasons for this. The numbers will also rarely correspond with the scope and coverage of education implied by household survey results.

Similar problems feature in all sorts of administrative files relating to such matters as crime as reported by the police and by households , public health, water supplies [the number of connections does not imply that piped water is always available], solid waste disposal and refuse collection. It is frequently difficult to account for all the identified discrepancies and this may have  something to do with essentially unquantifiable ‘motivational’ and ‘incentive’ factors affecting the differences..  

C.
Community level studies

The ‘Core Welfare Indicators Questionnaire’ or CWIQ developed in the World Bank is probably the best example of a standard survey procedure that uses electronic scanning techniques to capture information on background living conditions and the current status of communities. The CWIQ seeks to identify community characteristics including the availability of assets and facilities in place to help both advantaged and disadvantaged members of the community. The approach also has obvious relevance to the role of ‘civil society’ to the maintenance of individual well-being in the community. But the CWIQ is primarily a ‘contextual’ survey, providing details about what things are important in deistinguishing one community and its households’ living standards from another

D.
Special enquiries and official commissions

From time to time a government may carry out a special commission to investigate some identified  problem in society [such as the employmnt of child labour, prevalence of AIDS, double payment of teachers salaries, etc] and call for specific  evidence to be compiled to enable the commission to deliberate better on the issue under investigation. This may also happen when there is a natural disaster or the collapse of a major industrial or agricultural activity on which many depend. Wage Boards and regular, even judicial, reviews of contractual arrangements involving the payment relationships between peasant farmers and agro-processing companies fall into this category. All of these studies can serve as  a good source of primary income information and of regular household expenditure outlays. .  

E.
Qualitative surveys and subjective enquiries

Qualitative surveys are usually undertaken to detect the ’why’ rather than the ’what’ of human behaviour. They tend to be based on prescribed and  pre-selected non-probability samples of particular population groups.  A wide variety of survey techniques may be adopted to collect this information. Specific focus group studies directed towards the disadvantaged sections of the population can be conducted  to get a closer consensus on the problems encountered generally by this group. Such surveys tend to draw attention to the broad common relationships rather than make any attempt to measure the magnitude of the effects. 

The main advantage of these qualitative surveys arises from the in-depth and often free-wheeling probing into issues that are believed to really matter that is carried out by well-trained and qualified analysts. The surveys can be unstructured but have a list of concerns on which some information must be elicited. The smaller non sampling error has to be traded off against unknown and incalculable sampling errors. This matters little if there is no variable that needs to be quantified, simply its presence or absence. But sometimes it is desirable to have a sense of magnitude and to know if a problem is growing and at what rate, if only when there is a need for a scale or a marker against which to classify the interview outcomes. In general, however, survey technicians would never use qualitative methods in enquiries that require the quantifiable measurement or variables and more precise comparisons of magnitudes.

Studies of this nature have been likened to the approach taken by a doctor examining  a child for symptoms of a disease like chicken pox. The doctor knows what the characteristics of chicken pox are and by examining whether the symptoms are present and then he or she can discern whether the child is suffering from the disease.

There are three essentially different approaches to getting a deeper insight into how people themselves perceive their state of poverty. These can be broadly distinguished as:    

1.
Sensory

These studies may not portray exactly what the poor themselves think because there is often an intermediary or 'translator' to describe the feelings and conditions involved. These are the actual recorded 'voices'. More often or not, such intermediaries are concerned to show up the conditions of poverty in their worst light - usually with the understandable purpose of provoking some direct action, official or otherwise, to put things right and to alleviate evident genuine suffering. The formal reporters are people who are trained to know what they should be looking for, or people who set about to interview groups who are familiar with local problems of disadvantage, poverty and vulnerability and know which families or groups are especially at risk. Thus, in the past in regions where it is difficult and expensive to conduct a specific survey, or where the potential respondents are vocal but otherwise illiterate, agencies have engaged trained enumerators and surveyors to give 'voice' the unheard concerns of the poor. In some cases they might also meet with local women's groups, or with smallholding farmers and casual labourers. A classic study of this kind was the World Bank Report compiled by Deepa Narayan entitled 'Voices of the Poor'. Using a similar method, The UN Intellectual History Project has come up with a different type of study, 'UN Voices', that interviews leaders, decision-makers  and opinion formers and takes these observations of leading UN civil servants and consultants to cast light on the nature of social and economic problems. The 'touchy-feely' method of enquiry, as it has sometimes been irreverently referred to, is not popular with most statisticians simply because it is not robust and cannot be readily replicated to generate similar results and it is, by their assessment too subjective and subject therefore to the intensity of feeling of respondents. This may be aggravated if most respondents form part of a group responding at the same time; in this situation there is a tendancy to reinforce or reiterate what others have said before.   

2.
Rapid [Rural] Appraisals  

Rapid rural appraisals and participatory rural appraisals are most associated with the name of Professor Robert Chambers and his colleagues such as Professor Mick Moore. These went beyond a simple consultation with those deemed to be poor [but never so measured as such in a quantifiable sense] and were initially concerned with identifying local land and agricultural production conditions. They set out to identify the constraints facing farmers anxious to improve their output and their families' daily living conditions. They soon became associated with related questions of what made people chronically poor. The factors that the surveys originally focussed on and were most concerned with included land tenure and security, water rights, casual labour conditions and their pay, and so on, all of which could be connected to states of poverty and observed low income living conditions. Again heavily criticised, they were used because the method of enquiry was cheap and quick. Elsewhere the methods were given a boost by the work of Casley, Lury and Verma who indicated in a separate study that farmers, even if they were not numerate or literate, were perfectly capable of predicting the harvest outcome of their crops, especially where they belonged to the group of single crop farmers. Indeed, much to the chagrin of the FAO, the results from this 'farmer's direct questionnaire' approach proved more accurate than the conventional, expensive, and sophisticated plot sample surveys that FAO and other agencies normally carried out. In other words, it underlined the point that farmers could be trusted to be able to identify the obstacles that prevented them from gaining a better standard of living and rising above a low income threshold level.  

3.
Related Indicator Surveys 
In the mid-1990s, the World Bank launched another initiative to try to gain a better understanding of the nature of poverty and why it remained a problem in certain ares. These studies were known as CWIQ surveys, because they were quick and cheap to run. basically, these are community level studies designed to identify features of particular societies and communities [village groups] that give rise to diffeneces in income and poverty levels. it was assumed that this might have something to do with the holding of useful socio-economic assets both by the community such as a place to meet, a market place, a school, a church, etc and by the households themselves - bicycles, cooking pots, radios or TVs [to receive information], telephones, etc. The intention was to run statistical studies to examine the relationship between 'wealth' and asset holdings and economic well-being. This focus of interest also coincided with an emerging belief in the importance of 'civil society' in raising the well-being of people. later, the CWIQs - originally designed only to collect data on the presence or otherwise of certain attributes thought conducive to development - have been extended [the CWIQ Plus] to collect data at the community level on more quantifiable aspects of household behaviour, including their consumption [and explicit expenditure patterns]. Before, using the scanning process that lay at the root of this approach, this was not possible but now the appropriate software is available and summary data can be compiled, it is argued reasonably accurately, on the outlays of those households identified in the studies. This switches the emphasis away from the community context of poverty to the more specific analysis of poverty and consumption patterns at the household and individual level. This raises a number of additional questions that have not so far been fully addressed in this technique and it is perhaps debatable whether, as a vehicle, the CWIQ Plus offers anything more or better than a traditional household survey, other than speed. 

F.
Other Survey methods

These include regular topical and ‘barometric’ studies such as the ‘social weather stations’ approach followed in the Philippines and psychometric studies designed to measure the intensity of feelings [of, say, deprivation or about ‘homelessness’] .

5.2.3
Building a more complete map of poverty characteristics

A.
Piecing the puzzle together

Overlaying different pieces of information using both proximate and exact matching techniques related to households and socio-economic groups that can be linked to specific places of habitation is now routinely adopted. This approach is heavily dependent on micro household or product data from census and small area studies. The compilation of a ’map’ often requires the use of ‘bootstrapping’ and other data mining techniques. Sound procedures for interpolating, extrapolating and also the backward retrapolation of benchmark data using related proxy series and indicators is required. Such indicators including suitable price, output, wage [or employment] and sales measures are necessary  to move reference numbers forward to generate relevant estimates of current conditions.

Pioneering work in this area was conducted by the North West Regional Health Authority in England when it linked graphically where people lived [in urban industrial locations versus rural agricultural areas] with their assumed socio-economic status, occupational categories, industry of employment and the incidence of various diseases and health indications. The pattern  showed up a clear relationships between  different groups to environmental hazards and what emerged from related medical research as specific occupationally related health problems. A similar study in China linked the income data  of  households with data from the household based First Agricultural Census of China [1997-9] to determine levels of well-being across provinces that could be related to the type of economic and farming activity. This showed that the traditional grain producers found mostly in the north and north-western provinces were especially vulnerable to low and fluctuating incomes and that they had the fewest opportunities to bring in additional income from non-farm activities located in nearby urban areas. This adversely affected the educational opportunities of their children.

Theoretically, the data used to compile these more complete pictures should be based on information from the same households but this would probably yield too few matches and so the characteristics of closely identical households from different surveys or from different rounds of the same survey are usually combined to produce a more complete picture. AS has been described elsewhere in the Handbook, panel studies that track the activities and characteristics of the same households over a long period of time suffer from othere problems of ‘matching ‘like with like’ as people age and sometimes die and other members of the household leave.. 

B.
Breaking down the block

Searching for meaningful and relevant disaggregations of grouped and mixed or combined data is important. The means to extract and uproot information embedded in national and other statistical aggregates like final household consumption expenditures clearly demands some prior data about target groups and those at risk [and where they can usually be found] but the results can cast new light on old problems. 

C.
Devising appropriate indicators

Different indicators can be used to provide approximate information about comparative status and levels. Related structural indicators  can help to  to monitor the  change in those levels. Synthetic and composite indices of well-being including, for example, the UNDP Human Development Index, use common data and adopt recognized statistical procedures to provide a wider perspective of relative socio-economic progress. Such index measures are not precise nor independently verifiable and they are best employed in making ordinal rather than cardinal assessments. More importantly, however, given the high inter-correlation between many individual component indices depicting growth, development, levels of living and social progress, etc., these composite index numbers - while applying no inherent conceptual nor underlying social logic relevant to the technical scale transformations carried out – are limited and not very robust.. Many have  no relevant appeal to an intrinsic economic rationale to support  the weighting procedures adopted for aggregating the component indices.  Such synthetic or composite measuresmay provide, nevertheless, a reasonable indication as to the overall competence of governments and the quality of governance in general.   

D.
Small area sampling and analysis

[more on this later] Φ

E.
‘Triangulation’ techniques

Triangulation is a term that has its origins both in land surveying and in navigation. The method rests on the principle that a given ’position’ or height [contour level] can be determined, even pinpointed, simply by reference to an examination of different observable positions [literally, by ‘three angles’] that can be related to it. In a socio-economic context, these angles can be best interpreted as providing particular ‘perspectives’ on the same situation or problem rather than being considered as offering precise points of departure and as measures on the same scale.

5.3
National Accounts

Intertemporal poverty assessments across countries and regions are made by using a diverse set of survey and non-survey data sources. Therefore, before undertaking those assessments, those data sources should be made comparable across countries and over time taking into account their conceptual and empirical differences.

The international debate on poverty measurement has raised the question whether the measurement should be based either on national accounts or household surveys given the observed differences in assessments. Here, it argued that this question about the choice between the sources is wrong and reflects the lack of appreciation of the kind of adjustments that have to be undertaken to address the conceptual and empirical differences between national accounts and household surveys. Therefore, in this section an attempt is made to provide a comprehensive treatment of the conceptual and empirical differences and related adjustments in order to encourage countries to make explicit attempts to reconcile the survey data source (i.e. household survey) and non-survey data source (i.e. national accounts). 

This particular point of view on harmonization of the two data sources is taken with the objective to enrich the national and international poverty analysis with (poverty) dynamics in a macroeconomic context using national accounts statistics including the introduction of the level and change in the relationships of households with other transactors in the global economy, i.e. government and enterprises.

In the section 5.3.2, the income versus expenditure approach is introduced with a confirmation of preference for measuring poverty through consumption (expenditure). In turn, the comparability between household surveys and national accounts for household income and consumption (expenditure) is presented in 5.3.3 and 5.3.4. The focus of the section, however, is on estimates of household consumption (expenditure) and their implications for poverty measurement with consumption being the preferred indicator of well-being. Section 5.3.5 presents a summary of the international debate on the controversy of the appropriateness of household surveys versus national accounts as data sources for national and international poverty measurement. Conclusions and recommendations are presented in section 5.3.6. 
5.3.1
Income versus expenditure approach

Conceptual approaches and empirical considerations to the measures of well-being favor the use of consumption over income when it comes to the measure of living standard. However, there are cases where income is a better measure of well-being than consumption, when for example, well-being is viewed as the capability of a household to consume rather than what is actually consumed by the household (Ravallion,1992). 

Collected income data is often perceived as being less reliable than consumption. Observing household consumption over relatively short periods of time would be a subject of less-variability and would provide better results than the results of similar income observations. Most households purchase a limited list of consumption items which are accurately recorded but they might have difficulty remembering or conceptualizing non-wage income or deliberately under-report income for tax evasion purposes. Moreover, one may also assume that if the consumption increases over time, this will be an indication for a corresponding increase in the household income (and thus reduction of poverty), although the increase could be a result of utilization of past savings or acquisition of new loans.
5.3.2
Comparability between national accounts and household survey estimate of disposable income

The System of National Accounts 1993 (1993 SNA), a global statistical standard for the compilation of national accounts, has been established for the measurement of macroeconomic performance and development of an economic territory (e.g. country) in an internationally comparable manner of which households consumption (expenditure) and households income are important aggregates. Long time series of national accounts aggregates like gross domestic product (GDP), gross national income (GNI) and household consumption expenditure and their per capita equivalents are available for a large number of countries. However, statistics on disposable income and saving of households are not abundantly available over time or simply not available for any particular time period either because countries do not compile or do not publish them.

Theoretically, the income concept to be used for measuring the capability to consume is disposable income that measures how much a household can spend on consumption of goods and services without reducing its net wealth. It is defined as the sum of wages and salaries and self employment income received by a household and its members, net property income received in the form of interests, dividends, land rent etc., plus all social transfer payments to individuals including pensions, welfare and unemployment benefits and other current transfers. It is the income that is left over after the households have paid their taxes on income and wealth and have contributed to social security schemes.  

A number of reasons can be given for the differences between per capita household disposable income compiled for national accounts and disposable income derived from household budget surveys. 

One of the significant differences concerns the recording of incomes of self-employed persons who receive mixed income rather than compensation of employees. Mixed income is a result of the production activity of households and it is derived as a balancing item (residual) in the generation of income. It implicitly contains an element of remuneration for work done by the owner, or other members of the household, that can not be separately identified from the return to the owner as entrepreneur (SNA, para. 7.8 and 7.81) from other factors of production than labour. Another difference is the inclusion of imputed rent of owner occupied dwellings in the income of households (see 5.3.4. b). Such an estimate might not have been recorded in the household surveys at all. Last but not least, like any national accounts aggregates, the calculation of disposable income has undergone certain exhaustiveness adjustments in order to record some unobserved economic transactions. 

The table below summarizes the national accounts concept of disposable income and indicates which components should be surveyed and those to be imputed. When social transfers in kind from the government and Non-Profit Institutions Serving Households (NPISHs) to households are taken into account the income aggregate derived is adjusted disposable income.  

Table 1: Compilation of disposable income by individual households
	
	Components of disposable income
	Contents covered in national accounts
	Estimation method

	+
	Compensation of employees 
	Includes wages and salaries, payments in kind and employers’ social contributions to pension funds and other insurance schemes
	Should be surveyed 

	+
	Operating surplus
	Incomes received by households from using their own dwellings 
	Should be surveyed in association with the estimation of the imputed rental value of owner occupied dwellings

	+
	Mixed income
	Income left for own use to owners of household enterprises without business accounts after deducting from output intermediate cost of goods and services as well as depreciation and taxes on production 
	Should be surveyed in association with survey on household production   

	+
	Property income receivable
	Interest, land rent, dividends received and property income attributable to insurance policy holders imputed as received from pension funds
	Should be surveyed. Interest received should be adjusted to include financial service charges paid that had been already deducted from interest received. Property income attributable to insurance holders must be imputed on the basis of insurance held.

	+
	Withdrawals of income from quasi-corporations 
	Withdrawals of income for own use by owners of unincorporated enterprises but with full set of business accounts such as partnership 
	Should be surveyed 

	+
	Social benefits other than social transfer in kind
	Social security benefits in cash, private funded social benefits (pension benefits), unfunded social benefits by employers and social assistance benefits in cash
	Should be surveyed and or use of pension funds data 

	+
	Other current transfers in cash receivable
	Net non-life insurance claims, current transfers from government, current transfers from relatives and others 
	Should be surveyed and adjusted to exclude insurance service charges

	+
	Social transfers in kind 
	Individual final consumption of government and NPISHs

	Imputed by analyzing government and NPISHs expenditure with regards to types of households that benefit 

	-
	Social contributions 
	Contributions to social security fund, pension funds and other insurance schemes 
	Should be surveyed and compared with sources of data like government, pension funds and insurance companies

	-
	Property income payable
	Interest and land rent paid 
	Should be surveyed and compared with data from financial corporations and adjusted to exclude financial service charges, which are treated in the NA as final consumption. 

	-
	Taxes on income
	Regular income, property and wealth taxes
	Should be surveyed and compared with data from government

	-
	Current transfers payable
	Net non-life insurance premiums paid and current transfers from relatives and others
	Should be surveyed and compared with data from insurance companies and adjusted to exclude insurance service charges

	=
	Disposable income (adjusted)
	
	


5.3.3
Comparability between national accounts and household survey estimate of final household consumption

The 1993 SNA measures the activities of households in their capacity as consumers only by expenditures on goods and services and by acquisition of fixed assets in the form of dwellings and of valuables. As such, household final consumption expenditure is one of the main components of the gross domestic product, calculated by the expenditure approach. It may take place on the domestic territory or abroad and it consists of expenditure, including imputed expenditure, incurred by resident households on individual consumption of goods and services, including those sold at prices that are not economically significant. 

Household final consumption expenditure includes the following main items:

· Purchase of goods and services;

· Goods produced for own final consumption; 

· Goods and services acquired in barter transactions;

· Financial intermediation services indirectly measured (FISIM);

· Insurance and pension fund services;

· Services of owner-occupied dwellings;

· Goods and services received as income in kind. 

Independent and comprehensive estimates of household final consumption expenditure are particularly important for the compilation of sound national accounts and are useful tool for purposes of social policy. However, the international review of national accounts practices indicates that in many developing countries, due to unavailability of source data, household consumption expenditure is derived as a residual between the gross domestic product calculated from the production approach and estimated expenditure aggregates such as government final consumption, gross fixed capital formation and exports and imports of goods and services. The estimation of household final consumption expenditure by residual method should be avoided since it might hold its own inaccuracy in addition to the accumulated errors from all other aggregates. Such an estimate of household consumption expenditure can not provide comprehensive information on the consumption of individual households.

Another common practice encountered in many countries of limited statistical development is the recording of NPISHs final consumption expenditure together with the household final consumption expenditure in one single aggregate of final consumption expenditure. Although, all services provided by the NPISHs are deemed to be individual like all consumption expenditures of households, their separate recording is recommended for both methodological and comparability reasons. 

Reconciliation between the two measurements of household consumption expenditure should take the consumption data of a household budget survey as point of departure. Subsequently, adjustments should be introduced to transform household budget survey data on household consumption expenditure to national accounts. These adjustments could be categorized in conceptual and empirical adjustments which will be presented in turn in sub-section b and c below.

A.
Conceptual adjustments of household final consumption expenditure between household budget survey and national accounts  

Household budget survey (HBS) is an important source for national accounts as it provides information on household consumption at the lowest detailed level. It is a well-known fact that a simple aggregate of HBS data cannot be directly used for national accounts estimates of household final consumption expenditure even after the verification of the quality of those data. A large set of adjustments are needed in order to transform these HBS data into corresponding estimates for national accounts purposes. These conceptual adjustments are described in turn and schematically presented in Diagram 1 below.

Adjustments for differences in definitions and concepts

Adjustment for imputed transactions. Besides the monetary expenditures of households, the comprehensive estimate of household consumption requires some adjustments to be made in order to include certain imputed expenditures on goods or services that households produce for themselves. They are treated as expenditures in a sense that the households incur costs for their production. The imputed household expenditures recognized in the 1993 SNA include:

· Households production for own final consumption. According to the 1993 SNA recommendations the production boundary includes the production of goods and services for own final consumption
 except for domestic and personal services produced by members of households for consumption by themselves or other members of the same household. The 1993 SNA further stipulates (SNA, para. 6.25) that when the amount of a good produced within households is believed to be quantitatively important in relation to the total supply of that good in a country, its production should be recorded. For example, processed and consumed agricultural products by the households could account for a significant part of the household production for own final consumption. The processed products are classified as both output of unincorporated activities of households and household final consumption expenditure. 

· Services of owner-occupied dwellings. Persons who own the dwelling in which they live are treated as owning unincorporated enterprises that produce housing services that are consumed by the households to which the owner belongs. The housing services produced are deemed to be equal in value to the rentals that would be paid on the market for accommodation of the same size, type and quality;

· Income in kind consisting of goods and services received by households as wages and salaries in kind from employers like free food, clothes, and dwellings.
· Financial intermediation services indirectly measured (FISIM) should include only the imputed service charges on the household uses of financial intermediation services provided by banks, not the amount of interests paid or received. Financial intermediaries provide services for which no explicit charges are made but apply different rates of interest to borrowers and depositors. The value of FISIM is equal to the difference between interests received and interests paid by the financial intermediaries. In principal, FISIM should be allocated among all institutional sectors, users of these services.

· Insurance and pension fund services. For each type of insurance, gross premium consist of a service charge element and a residual element, which is a transfer to the technical reserves. This implicit service charge is the only part, which should be recorded as household final consumption expenditure. However, it can only be estimated from insurance companies’ accounts. HBS can only record gross premiums at the individual level and to categorize them in an analytically useful manner. 

Diagram 1: Conceptual adjustments of household final consumption from household budget survey data to national accounts
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Besides the above-mentioned conventional adjustments of basic data of HBS to meet household consumption expenditure concept of national accounts, some additional conceptual issues requiring special treatment are worth mentioning. For example:

· Hire purchases are recorded as purchases made by the households for the full value of the good at the moment it takes place;

· Lottery services are valued net of lottery winnings;
· Imported second-hand goods are treated in the way the newly purchased goods are treated. In case of trading between households no transaction is recorded;
· Subscriptions, contributions and dues paid by households to NPISHs like trade unions, professional societies etc. are treated as other current transfers;
Adjustment for direct sales and purchases for business purposes 

The HBS has the tendency to underestimate the true consumption conceptually which does not imply that household survey is not an appropriate tool for national accounts measurement of household consumption. These conceptual adjustments are done mainly through the commodity flow approach. This approach is also applied for other adjustment of consumption expenditure from household production activities described below.
Household surveys, among other indicators, do gather information for unincorporated activities of households. Therefore, household expenditure might include not only the expenditure for direct satisfaction of individual needs and wants but also the expenditure on non-durables and durables incurred for business purposes which according to the 1993 SNA are treated as intermediate consumption or gross capital formation, respectively. 

The large share of goods (mainly agricultural) produced on own account and consumed within the same household (after some minor processing or while fresh) is typically part of the consumption pattern of low income households. When estimating their private households consumption expenditure, the produced agricultural products for own consumption should be adjusted for the intermediate use (if they are used for feeding the animals or as seeds for future crops production) and for the part, which is sold directly on the market or bartered between households. National accountants accord particular attention to these goods since they could be equally used for final or intermediate consumption. The costs of producing them are borne by the households themselves and might not be shown explicitly in the surveys, but they should be estimated and deducted so that the private household consumption expenditure and the corresponding poverty measure on its basis will not be affected. 

Adjustments for purchases of residents abroad and non-residents on the domestic territory

Household final consumption expenditure in the 1993 SNA refers to the expenditure incurred by resident households whether they are incurred within the economic territory or abroad. This principle means that household final consumption expenditure should be adjusted in order to meet the recommended national concept of its recording namely, the expenditure of resident households made abroad should be included while the expenditure of non-resident households on the domestic territory should be excluded from the estimate. Monetary expenditures of non-residents are recorded as exports of goods and services on the revenue side of the Balance of Payments and the monetary expenditures of residents abroad are recorded on its expenditure side as imports of goods and services.

In this context, persons going abroad for short periods (less than one year) and students, patients and diplomats and their dependants (irrespective of their duration of stay) are treated as residents of their home countries and their consumption expenditures should be added to the consumption expenditures of their home economies.

B.
Empirical adjustments of household consumption expenditure between household budget surveys and national accounts

In addition to the conceptual adjustments mentioned above, empirical adjustments are needed with respect to use of additional source data and adjustment for non-observed household activities which are described in turn and presented in Diagram 2 below.

Adjustments for differences in population 

Private household consumption expenditure estimates are based on the average annual population, which includes persons residing in institutional households and residents living temporarily abroad. 

The HBS results do not include the consumption of institutional households. National accounts usually provide supplementary estimates on the consumption of persons living in institutions on the basis of information from additional data sources, either by using administrative records of the institutions or implicitly by using retail trade statistics used for adjusting the HBS data. This concerns mainly the consumption of individuals residing in homes for old or disabled persons and in prisons. 

Exhaustiveness adjustments, differential non-response rate. 

HBS data has certain weaknesses and one of them is low representation of high income households. Rich households often refuse to participate in the survey and thus underestimate household final consumption expenditure. Appropriate adjustments and grossing up techniques are undertaken aiming to improve HBS results concerning the better representation of rich households having both high income and expenditure. Although this adjustment will not affect the consumption of the poor households, it will affect the distribution of consumption and the survey mean if the adjustments are imputed back into the survey data. Otherwise, if this adjustment is only made in the national accounts, significant differences between the survey means and national accounts means in consumption will occur.
Other data sources used for measuring household final consumption expenditure

Data confrontation and reconciliation are at the core of national accounts compilation practice and not particular only to the estimation of private households consumption expenditure. 

It is worth mentioning that, in national accounts practice, HBS results are not used for estimation of every single item of expenditure. Rather, they are used selectively, depending on their quality and the availability of alternative data sources. HBS results often tend to underestimate expenditures on certain items, like alcohol, tobacco, some services. For these reasons, in addition to HBS data national accounts preferably use retail trade data and other basic statistics, when estimating these items. No one of these sources can be considered as entirely adequate. Final data for household final consumption expenditure are derived through commodity flow approach in a supply and use framework, i.e. detailed and specific adjustments are made at the lowest possible level of aggregation.    
Retail trade data constitute a more reliable source of information concerning the consumption of alcohol and tobacco compared with the HBS results and if available at detail level are an important tool for verification of HBS data for many groups of non-food commodities. The retail surveys cover also the consumption of institutional households and the consumption of non-residents on the domestic territory i.e. the retail trade surveys present the results in accordance with the domestic concept in national accounts. 

The major problem with retail trade data is that they include sales to units other than households i.e. the purchases for business purposes, which should be excluded in order to achieve the 1993 SNA compliant estimate of household final consumption expenditure. If retail trade data are used independently and they are not constrained with other available sources for estimation of household consumption they might in one and the same time underestimate the expenditures of some commodities for the reason being that households will also purchase goods directly from producers or other households and overestimate the consumption of others, for which the purchases for intermediate consumption have not been excluded.

Surveys of enterprises are the other important data source providing information on the value of electricity and water purchased by households as well as transport, communication, and personal services provided. The main practical difficulty with enterprise data is the same as with retail trade data – they include consumption for business purposes which should be excluded accordingly.

Additional adjustments and considerations for exhaustiveness in using HBS data for national accounts purposes

It is well-recognized that considerations regarding the non-observed economy activities may play a very important role in determining both the income and expenditure data of HBS and household final consumption expenditure estimates in national accounts. The reason they might be given particular emphasis is that non-observed activities may give rise to imbalances in the basic data and estimates, and conversely, data imbalances provide evidence of non-observed activities. It would only be likely that those households who are especially active in the informal economy and/or are not fully reporting their incomes for tax purposes might form a disproportionate share of those who refuse to participate in the survey. Although it is impossible to determine exactly the extent of which non-observed activities could affect the consumption expenditures, many statistical offices are constantly making efforts to obtain better and more exhaustive estimates by applying different approaches as recommended in the OECD handbook “Measuring the Non-Observed Economy”. 

The frequency and timelines with which household surveys are carried out can have an important effect on the quality of HBS data. Continuous surveys provide time series for individual items of expenditure and significantly enhance the quality of estimate. Timeliness means that HBS data can potentially be used as a prime source for national accounts purposes. Timeliness also increases validation opportunities against other data sources. These two characteristics are simultaneously required. Unfortunately, many developing countries carry out HBS at infrequent intervals, very often longer than five years, which necessitate implementation of extrapolation techniques for the estimation of household final consumption expenditure for the years in between two surveys. Considerations regarding the relatively short recall period of the household surveys and lengthy time for data processing may play a very important role for the compilation of reliable national accounts. 


The financial constraints in many developing countries compel them to use sample with relatively small size or to undertake HBS only in urban areas. The omission of rural households expenditures, which may have different consumption pattern with limited set of goods and services, may distort adversely the national representativeness of HBS data in general and for that consumption items in particular. The generalization of sample data over the total population without any adjustments for coverage may result in misrepresentation of household final consumption expenditure.

Diagram 2: Empirical adjustments of household consumption expenditure between household budget surveys and national accounts
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C.
Household final consumption expenditure versus household actual final consumption

 There are three institutional sectors in which final consumption takes place – the household sector, the NPISHs sector and the general government sector. National accounts look at the final consumption from two perspectives – that of consumption expenditure and that of actual consumption. The first perspective refers, as its name implies, to the units that incur the expenditures while the second perspective shows who benefits by the consumption.  

The concept of actual household final consumption measures both household final consumption expenditure and the individualizable consumption paid for by the government and NPISHs – the so called social transfers in kind. 

Social transfers in kind include:

· Individual goods or services produced or purchased by the government and NPISHs and distributed free to individuals, such as education, health, social security and welfare, sports and recreation, culture, part of provision of housing, collection of household refuse and operation of transport;

· Social benefits in kind such as reimbursements from government’s social security funds to households on specified goods and services bought by households on the market; other social security benefits in kind except reimbursement which are not produced by the government sector but bought and distributed free or almost free to households under the social security funds; and social assistance benefits in kind.  

The consumption expenditures incurred by government and NPISHs are divided into those incurred for the benefit of individual households (individual consumption) and those incurred for the benefit of the community as a whole, or large sections of the community (collective consumption) (SNA, para. 9.80). All services provided by NPISHs are treated as individual, even though some of them may have a collective nature. By convention, NPISHs have no actual final consumption. Actual consumption of general government is measured with the value of government collective consumption only (see Table 2). The estimation methods of the individual consumption provided by government and NPISHs and collective one provided by government are closely related with the estimation methods of their output therefore they rely fully on imputations based on valuation assumptions on cost structures of the services rendered.

Table 2: Relationship between final consumption expenditure and actual final consumption of households

	 

 
	Sector making expenditure
	Actual final consumption

	
	General Government
	NPISHs
	Households
	

	Individual consumption
	X

(= Social transfers in kind)
	X

(= Social transfers in kind)
	X
	Households actual individual final consumption

	Collective consumption
	X
	Always 0
	Always 0
	Government actual collective final consumption

	Total final consumption
	Government final consumption  expenditure
	NPISHs final consumption expenditure
	Households final consumption expenditure
	Actual final consumption = Total final consumption expenditure


The actual final consumption concept captures better what is actually consumed by a given household and reflects the activities of non-profit institutions serving households and different social mechanisms and policies of governments functioning in countries. The arrangements about how many health or educational services are provided by government may change over time and are certainly different between countries. Thus the inclusion of social transfers in kind contributes for the enhancement of international comparability of household final consumption measures across countries and over different time periods. 

Table 3 presents the concept of actual household final consumption based on a harmonized approach to household surveys. It indicates the type of information that should be collected from a household survey and the adjustments to be made to be compatible with the concept of actual household final consumption in national accounts. 

Table 3: National accounts concept of actual household final consumption within a harmonized approach to household survey

	
	Components of actual household final consumption
	Estimation methods



	+
	Goods and services purchased for final consumption
	Should be surveyed

	+
	Goods and services bartered for consumption
	Should be surveyed

	+
	Current transfers in kinds other than social transfers in kind
	Should be surveyed

	+
	Goods produced for own final consumption 
	Should be surveyed along with household production through unincorporated enterprises 

	+
	Services of owner occupied dwellings - imputed rent 
	Should be surveyed and adjusted through NA

	+
	Goods and services provided by employers as income in kind
	Should be surveyed and adjusted through NA

	=
	Household Final Consumption Expenditures (from HBS) 
	

	+
	Financial intermediation services indirectly measured (FISIM)
	Adjusted through NA

	+
	Insurance and pension funds service charges
	Adjusted through NA

	=
	Household Final Consumption Expenditures (in NA)
	

	+
	Social transfers in kind from government and NPISHs
	Adjusted through NA from information on government and NPISHs data

	=
	Actual household final consumption
	


5.3.4
National accounts-based versus household survey-based poverty measures

The question whether poverty measures should be based on national accounts and not on household surveys has become the subject of a growing interest and continuous debate in the economic literature. Briefly, the various views are presented below. 

Following the presentation so far on the estimation of household disposable income and household final consumption expenditure on the basis of household surveys data, one may assume that survey-based mean consumption (or income) would be lower than the per capita consumption (or income) from national accounts. The study by Karshenas (2003) for a sample of 58 countries and 172 observations finds substantial differences in mean consumption for individual countries between the two series. The survey reveals that although there is a significant positive relationship between them, it is not always the case that survey results tend to systematically underestimate average consumption based on national accounts, as it has been highlighted in the India debate. Moreover, it seems to be the reverse for a large number of countries. Karshenas in comparing the two sources for poverty analysis takes the view that “national accounts-based estimates appear to be more plausible in relation to other non-monetary indicators of poverty”. He further argues that “the discrepancy between the survey mean and national accounts averages has important implications for the analysis of poverty, not adequately taken into account in the current literature”. Given the low quality of statistical data in poorest countries, he proposes a calibration of survey means by using external national accounts based information as a scale factor for removal of a discrepancy. The implementation of this new estimation approach will provide an alternative measure of poverty, different from that already published by the World Bank, but consistent with national accounts income and expenditure aggregates and hence with most other macroeconomic aggregates.  

Other authors have also discussed the issues of non-comparability between poverty data. Deaton (2003), in contrast with Karshenas, comes to the conclusion that household survey data are more suitable for measuring global poverty and not per capita national accounts consumption expenditure (or income). He argues that national accounts are not designed to measure the individual welfare; their role is to track money, not people so their use requires assumptions that are unlikely to hold. Despite the obvious weaknesses of household surveys data, they will produce more accurate and direct measure of the living standards of the poor. His second argument is that even everything were perfectly measured, it would be incorrect to apply inequality or distributional measures derived from two different surveys measuring different things. Deaton explains that since the surveys means underestimate the total consumption because richer households are less likely to respond, they may nevertheless be accurate for the poor. In contrast, national accounts may systematically produce biased and rapidly growing per capita averages that include items never consumed by the poor and thus underestimate the poverty. Consequently, he argues that the only one alternative for direct measuring poverty would be to use household surveys data. However, this is not to say that national accounts data should be entirely discarded. They will be used in cases where surveys do not exist or are seriously outdated, although there is need for much caution when distributing national accounts data to individual households in a rigid manner under the assumption that the discrepancy might be assigned proportionally to rich and poor households alike.   
5.4
Conclusions
5.4.1
Conclusion on Section 5.1

The data used to identify poverty and understand its manifestations have important policy implications. A more comprehensive approach to poverty assessments should combine to the extent possible information from both survey and non-survey sources. Household surveys allow direct measure of living standards of households and thus of direct estimates of their distribution. However, there still remain important problems that can seriously undermine the reliability of survey results. Furthermore, national representative surveys are not adequate for poverty monitoring at a sub-national levels which require much larger sample size. In this circumstance, population census can be combined with nationally representative surveys to make best possible guess about poverty at sub-national levels.

For the aforementioned problems in survey design, coverage and consistency, data gaps in surveys have been partly dealt with ex-post by combining data from different surveys or from surveys and non-surveys sources. Much has been learned, for example, about poverty dynamics using cohorts from repeated cross sectional surveys. Recent methodological advances had also enabled coping with the some of the shortcomings in surveys through the construction of the so-called poverty maps using both population census and household survey data. Administrative records, when believed to be reliable, can be use to cross check surveys estimates of social economic indicators and to further understand local-level and group disparities in poverty outcome. Practical experience on the analysis of data from different sources in the poverty literature have been confined in applied poverty research by scientists and academics and, non-survey sources remain largely under utilized in poverty studies in many countries and specifically in poor countries where the technical capacity for analyzing such sources is limited or lacking. Up to until very recently, household surveys were for the majority commissioned and funded by external bodies, what resulted in very little national capacity left at the completion of the surveys. The scarcity of international aids over the years compounded the problem, with the consequence that many poor countries are able to conduct surveys for poverty monitoring only one or twice over a decade (See Statistical annex). Analytical capacities must be strengthen, together with survey capacity, by a fuller exploitation of the disparate data sources (including secondary data sources) to overcome the deficiencies of current poverty data. For example, linking results from different surveys or from surveys and secondary data sources including population census, administrative records, national accounts and qualitative data offer a promising avenue. Moreover, linkage of data sources will give a way to validate the findings derived from each type of sources separately.

On a more positive side, the review of the data sources for poverty monitoring such as the study conducted by Tudawe Indra (date) in the case of Sri Lanka had revealed that most of the data required to measure poverty and for impact indictors are already available in few countries and, it is expected that the situation will be the same in many countries. The lesson from these countries (e.g. Sri Lanka) is that countries should invest in taking a comprehensive stock of the data generated by the different statistical bodies in the country. The different data sources produced in countries should be reviewed to identify those who should be part of the poverty monitoring system. Administrative service records in particular can strengthen the monitoring of the broad impact of anti-poverty programmes. In some cases, some adjustments or revisions of the data collection mechanism and methodologies would be required to insure consistency and comparability of the different data sources.  

While relying of multiple data sources will enable to better understand the links and possibly to underpins some causal relationships among the basics dimensions of poverty, it should be bear in mind, however, that the limited compatibility of these sources at the current stage, can seriously weakening statistical inferences drawn from linking the sources. Countries have to commit to adopt more rigorous, compatible and consistent methodologies in poverty measurements and analysis using data from the various sectors within and outside the national statistical system. Unless poverty is fully understood the poverty as to its manifestations and determinants, the fight against poverty will continue to require data with different focus to inform and evaluate anti poverty programmes and poverty data will continue to be collected based on a vague idea of a precise measure of poverty, and with precise measures of some vague indicators of poverty.

5.4.2
Conclusion on Section 5. 2

[Michael Ward to provide later]
5.4.3
Conclusions and recommendations of Section 5.3
Direct estimation of household final consumption expenditure (in contrast with its derivation as residual) using several completely independent data sources has clear preference over single source estimates. Having more than one estimate for the different expenditure items allows for comparative analysis and evaluation of quality and reliability. The comparative evaluation of conceptual and empirical differences and subsequent adjustments contributes undoubtedly to the quality and reliability of the national accounts estimate for household final consumption expenditure as compared to a single source estimate from HBS expenditure data. Therefore, countries should be encouraged to apply statistical reconciliation (adjustment) techniques in deriving harmonized consumption expenditure averages for national accounts and HBS data. 

Furthermore, the understanding and appreciation of the conceptual and empirical differences and adjustments between household surveys and national accounts data should explicitly consider the impact of these adjustments on the income/consumption distribution across households for which the household survey is the only tool that can provide this information for the purpose of measuring poverty.

National accounts data might be of particular help in the compilation of poverty measurement on a year to year basis when consecutive household surveys are missing or outdated. In that case, household consumption expenditure growth obtained from national accounts will be used as an indicator for extrapolation of poverty measurement. Also, the growth rate of household consumption expenditure from national accounts will be applied to prepare year to year poverty measures between the two comprehensive household surveys. In both cases, the poverty measures are estimated in real terms. By using appropriate price indices available – preferably consumer price indices, data should be inflated for deriving their current values. When applying this approach, one should assume that income distribution is constant or changes slowly
 during the years. Deaton however, in his paper on how to monitor poverty (2003) warns against this assumption because it presupposes that incomes of the poor grow at the same rate as the economy as a whole i.e. poor proportionately share the benefits, which has not been empirically demonstrated.  

Evidently, the practice of household surveys needs to be improved also for more mundane aspects for which an abundance of experience has been accumulated over the past decades like representativeness of the sample design, consistency of forms and methods of data collection over time, formulation of questions asked and coverage of data items, and proper training of interviewers.

Notwithstanding, international agencies and other organization should give high priority to develop global standards for harmonized household surveys as a tool that could generate reliable estimates for poverty consistent with national accounts across countries and across time. As such this harmonized household survey instrument will encourage counties to adopt a direct measure of household consumption in the national accounts. 
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� See para. 5.3.4. d





� Production of goods and services for own final use comprises agricultural products and their subsequent storage; the gathering of berries or other uncultivated crops; forestry; wood-cutting and the collection of firewood; hunting and fishing; production of other primary products such as mining salt, cutting peat, the supply of water, etc.; processing of agricultural products; other kinds of processing such as weaving cloth; dress making and tailoring etc; and own account fixed capital formation. Household production of services like cleaning, cooking, transportation, caring for children, sick and old household members is outside the production boundary with two exceptions – services of paid domestic staff and imputed rent of owner occupied dwellings.  (SNA, para. 6.24)


� European System of Accounts, 1995


� Studies based on Deininger-Squire data have shown that there is little or no systematic relationship between growth and changes in distribution (Deaton, 2003)
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