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A national poverty line for South Africa



A national poverty line for South Africa Statistics South Africa national Treasury 21 February 2007. Background As a signatory to the Millennium Development Goals, South Africa is committed to halving poverty by 2015 as one amongst eight global objectives. Indeed, South Africa 's poverty reduction commitment was articulated well before the international millennium targets were set, and was at the centre of the Reconstruction and Development Programme commitment to meeting basic needs that informed the democratic government's policy framework from 1994. Measuring the extent of poverty by reference to an explicit and consistent standard, has of course a longer historical legacy, and there is an extensive literature on which to draw in considering options for the design of a poverty measure.

A national poverty line for South Africa 3 The proposed approach It is proposed that the official poverty line should be constructed as a measure of the money income required to attain a basic minimal standard of living –
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    	1 A national poverty line for South Africa Statistics South Africa national Treasury 21 February 2007. Background As a signatory to the Millennium Development Goals, South Africa is committed to halving poverty by 2015 as one amongst eight global objectives. Indeed, South Africa 's poverty reduction commitment was articulated well before the international millennium targets were set, and was at the centre of the Reconstruction and Development Programme commitment to meeting basic needs that informed the democratic government's policy framework from 1994. Measuring the extent of poverty by reference to an explicit and consistent standard, has of course a longer historical legacy, and there is an extensive literature on which to draw in considering options for the design of a poverty measure.
2 The recommendations that follow draw in part on a review of methodological issues undertaken on behalf of national Treasury, and an introductory analysis prepared by Statistics South Africa . 1. In keeping with practice in many other countries, an official poverty line has been proposed for South Africa to assist in measuring the extent of household poverty and monitoring progress in poverty reduction. In the second half of 2007, Statistics South Africa will release a national poverty line on a trial basis, for public discussion. This document introduces the main features of a poverty line and invites public consideration and comment of the proposed approach.
3 It is a consultation document, aimed at encouraging debate and seeking public 1. Leibbrandt and Woolard (2006) Towards a poverty line for South Africa : A background note, South AfrIcan Labour and Development Research Unit, University of Cape Town; Statistics South Africa (2006) Constructing Comparable 1995 and 2000 Survey data for the Analysis of poverty in South Africa , a discussion note. These and other selected papers are available on the poverty line discussion forum . on , A national poverty line for South Africa consensus on some of the options available for the design of a national poverty line . Questions to be considered include the following: Should a single poverty line be adopted or would several reference lines better capture different degrees of poverty and deprivation?
4 Should a poverty line represent an absolute level of household requirements, or should it be a relative index that adapts to rising general living standards and income? How should household size be taken into account? Should different measures for urban and rural areas, or for different geographic areas be adopted? How regularly should the basket of goods used for calculating the poverty line be reviewed? How can we assure that a poverty line remains relevant and accurate over time? These are some of the issues that need to be considered. Views and comments should be submitted to or poverty line Discussion Forum, national Treasury, Box X115, Pretoria 0001.
5 Why do we need an official poverty line ? The nature of poverty , vulnerability and income inequality, and their shifts in response to economic trends and policy, need to be better understood if poverty reduction and social development programmes are to be well- designed and effective. An appropriate index to assist in measuring and tracking poverty over time is therefore a useful statistical instrument for research and analysis. It can also serve as a reference measure for various policy purposes, such as the allocation of resources for poverty -focused spending programmes or the assessment of social and development needs.
6 In the absence of a consistent and agreed national poverty measure, analysts have developed various incongruent indices, each based on particular assumptions and leading to sometimes confusing or contradictory conclusions. While there is some advantage in a diversity of research tools, most observers are persuaded that progressive social dialogue and policy analysis would be well-served by an official poverty index, as a common standard against which progress could be measured over time. The idea of a poverty line is not that household vulnerability can be satisfactorily reduced for analytical purposes to a single index, but rather that a consistent measure, while imperfect as a gauge of household needs, can nonetheless serve as a useful comparative index of trends over time and of relative wellbeing across the social landscape.
7 2. A national poverty line for South Africa The proposed approach It is proposed that the official poverty line should be constructed as a measure of the money income required to attain a basic minimal standard of living . enough to purchase a nutritionally adequate food supply and to provide for other essential requirements. There is no exact definition of a poverty line , and it is no surprise to find that approaches to its construction vary from one country to another, and there are divergent views on what the minimum consumption bundle should comprise. Partly for this reason, many countries publish two or more poverty lines a primary measure of minimum requirements for subsistence, for example, and a somewhat higher standard that includes moderate provision for basic, but less essential, goods and services.
8 Once the components of a poverty line have been agreed, it is important that it should be consistently measured from one year to the next, taking into account adjustments in prices. Over time, however, as national income and wealth increase, a society's understanding of basic household needs may be expected to change. If a poverty line is to remain useful over long periods of time, it needs to be revised or supplemented with additional measures from time to time. A poverty line is useful partly because it is simple and can be widely understood. But it is no more than a crude and simplified index of a living standard, and it is no substitute for more detailed statistics and analysis of poverty and household welfare.
9 In addition to the proposed introduction of an official poverty line , therefore, consideration is being given to the design and possible content of a broader poverty barometer, which would bring together a range of complementary social and economic indicators of household wellbeing. A national poverty Barometer A poverty line is only one of several poverty measurements that can be used to develop a better understanding of poverty and to begin to eradicate it in all its dimensions. The Programme of Action adopted in response to the country review of South African under the African Peer Review Mechanism commits government to design a national poverty barometer as part of the official statistics system and to contribute to improved identification and targeting of vulnerable and marginalized groups.
10 Statistics South Africa is studying best practice in other countries in this regard with a view towards developing a more comprehensive statistical instrument to measure poverty in all its dimensions on a regular basis. It is expected that this broader review would be piloted in 2008. International experience The exercise of adopting national poverty lines has a long history. Official poverty lines in a country such as India date back to the 1930s. As household survey data has become more common, especially in developing countries, over the past two decades, there has been a trend towards standardised 3. A national poverty line for South Africa official poverty lines, and indeed cross- national comparative measures have also become more common.
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