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Chapter 1 - Introduction

1.1 Purpose and Scope of the Research

The objective of this research is to develop an approach to the charac-
terization and monitoring of poverty that can be used to assess potential
patterns of accumulation of welfare attributes. Underlying this approach
is the objective to develop a simpler tool to assess welfare in situations
where a proxy of income in the form of expenditure data is missing. By
trying to do so, the research seeks to contribute to the ongoing debate
over the nature of poverty and the policies that respond to it, through a
demonstration of methodologies that should be useful for governments
and researchers to adopt.

In terms of concepts, it is hoped that by looking at what people have
or lack, a more direct approach to poverty can be taken, which can be
easily applied in settings where statistical capacity and resources to moni-
tor poverty are few. Specifically, it is hoped to demonstrate that poor
people tend to accumulate welfare attributes in a particular dominant
order. Welfare attributes are hereby defined as the resources that people
use to secure and advance their livelihoods. If dominant sequencing pat-
terns can be discerned, this would provide us with useful insights into
the dynamics of poverty and the kind of livelihood strategies adopted.

A research methodology will be developed in order to explore under-
lying sequencing patterns in asset and food consumption data in two
ways. First, a step-wise heuristic procedure will be developed to assess
dominance of ranking between welfare attributes. This methodology will
be applied to formally test pairs of welfare attributes on the basis of the
collected field-survey data. Second, a more advanced econometric model
will be estimated to predict sequencing patterns in selected sub-sets of
welfare attributes data.

In order to test both methodologies empirically, a survey instrument
will be designed to collect welfare attributes data in the field. The re-
quirements to this instrument follow from the suggested approach, and
will take into account the specific practical and policy context of a devel-
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CHAPTER 1

oping country. While it is hoped that the results generated will be of val-
ue across a broad range of countries, notably in sub-Saharan Africa, the
specific focus of this project has been on a pilot experiment among rural
smallholder farmers in three selected districts in Uganda.

The remainder of this chapter is organized as follows. Section 1.2 dis-
cusses Uganda’s economy; its most important features and recent
changes in order to sketch the empirical context of the research. Section
1.3 provides the theoretical motivation by reviewing three central ap-
proaches to poverty research. The approach taken in the present re-
search builds upon elements of all three. Section 1.4 provides the policy
background and practical motivation to conduct this research. This is
found in the need for a more cost-effective poverty monitoring instru-
ment in present-day Uganda. Section 1.5 then goes on to introduce the
research methodology, as well as its underlying premises. Finally, section
1.6 provides the thesis outline.

1.2 Uganda’s economy

Uganda has often been considered a World Bank/IMF ‘success story’ for
creating a conducive environment to economic growth and poverty re-
duction (e.g., see Ellis & Bahiigwa 2003). The country and structure of
the economy were destroyed during the long period of conflict and eco-
nomic mismanagement that lasted from 1972-1986. Economic growth
took off immediately after the conflict in 1987,' but the major increase
was realized in the second half of the 1990s. After this, economic growth
seems to have stabilized around 5-7 per cent. GDP has grown on aver-
age 3.2 per cent in the period 1990-1997, compared to 6.7 per cent per
year in the period 1992-2000. From the year 2000 onwards, economic
growth has slowed down. In 1999/2000 and the first part of 2000/2001,
a series of external shocks—the increase in oil prices, the fall in the
world coffee price, droughts, the European Union’s ban on fish imports
from Uganda—contributed to a lower economic growth rate of 5.3 per
cent in the year 2001 (GoU 2001a). In 2003, annual GDP growth
dropped down further to 4.9 per cent. On average, the Ugandan econ-
omy has grown with 5.5 per cent in the period 2000-2004. Growth stabi-
lized around a level of 5.5 per cent in the period afterwards (until 2007).
The prolonged drought, an energy crisis and a deterioration in terms of
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Introduction

trade (World Bank 2007a) have slowed the economy down. Further-
more, with high annual population growth rate of 3.5 per cent (2006), it
is difficult to sustain high per capita economic growth rates. GDP per
capita has increased from US$ 221 in the year 2000 to US$262 in 2004
(World Bank 2007h).2

Agricultural growth slowed down in the second half of the 1990s,
growing by only 3 per cent in 1999/2000,° up to 4.8 per cent in 2002 and
down again to 2.2 per cent in 2003, compared to rate of 6.4 per cent in
1994.* The weak performance of the agricultural sector as well as high
unemployment rates are considered important reasons for the failure of
reaching economic targets in Uganda (IMF 2006). The modernization of
the agricultural sector has not been effected to date. This, despite the
implementation of the Economic Recovery Programme (ERP) by the
IMF® and Structural Adjustment Programmes (SAP) by the World Bank,
and more recent government strategies directed at the transformation
and diversification of this sector. On the contrary, smallholder farmers
are still largely dependent upon the production of food crops instead of
export crops for sustaining their livelihoods (GoU 2000c). Moreover, the
farmers work with simple hand tools and little farming inputs. Like many
other poor countries in Sub-Saharan Africa, Uganda is characterized by a
large subsistence economy, where the majority of people live a ‘hand-to-
mouth’ existence. The exposure to multiple risks in the form of eco-
nomic, political, social and environmental adversities to the poor comes
in combination with a lack of capabilities to protect them selves or re-
spond adequately to economic change. The poor’s day-to-day survival
depends largely upon their own and family labour, which constitutes the
primary factors of production into their livelihood systems. This cer-
tainly applies to the rural population of Uganda, of which 9 out of 10 are
engaged in either (subsistence) agricultural activities or pastoralism, or a
combination of both. Of the total population of 27 million, more than
85 per cent live in rural areas and depend mainly on subsistence agricul-
ture for their livelihood. The agricultural sector accounts for almost 40
per cent of GDP, 85 per cent of export earnings, 82 per cent of em-
ployment and provides most of the raw materials to the (agro-based) in-
dustrial sector (GoU 2005). Agricultural output is mainly produced by
about 3 million smallholder farmers. The smallholder farmers, who are at
the core of this study, have small land plots, use simple tools and tech-
nology and have limited access to and control over markets. Agricultural
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CHAPTER 1

income provides a small source of income for most farmers and is very
insecure. Alternative sources of income are sought by working on other
people’s land, or undertaking other forms of day labour.

1.3 The Conceptualization and Measurement of Poverty

The first part of our motivation to undertake this research is found in
the need to increase our understanding of poverty as an input into more
effective poverty reduction policy responses. Much of the dynamic
analysis on poverty is one-dimensional; i.e. it considers changes in con-
sumption/Zincome exclusively. It is not easy to complement trend analy-
sis on poverty by more qualitative research, such as the Participatory
Poverty Assessment (PPA) studies that have been undertaken for
Uganda in the late 1990s (GoU 2000a), as these were carried out at one
moment in time. What follows now is a short discussion on three exist-
ing approaches to the conceptualization and measurement of poverty.
Although, each of these approaches has its own set of problems, we will
focus on their strengths as they provide us with useful entry-points into
the approach we seek to develop in this research.

1.3.1 The money-metric approach

In contemporary economics poverty is usually understood in terms of
the outcome of a particular set of actions, motivated by a desire to max-
imize utility, which depends on consumption. The utility function meas-
ures the level of satisfaction derived from a certain economic activity,
through which people attain a certain level of welfare. Welfare can be
broadly defined, for example as ‘a satisfactory standard of living’, but the
need for an ordinal measure has narrowed down its definition and meas-
urement to ‘a person's consumption of goods and services’ (Lipton &
Ravallion 1995).° Current aggregate consumption is generally thought to
better capture long-run welfare than current income because household
savings depend, in part, on the desire to smooth consumption over time.
The value of consumption is measured by multiplying prices by the
quantities of the goods and services consumed, including home-
produced commodities. Aggregate household consumption can then be
divided by household size, in order to derive a measure of per capita ex-
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Introduction

penditure, the money-metric. This measure is used to assess poverty by cal-
culating the shortfall from a pre-defined poverty line.

According to the money-metric approach someone is considered
poor ‘if his or her consumption or income level falls below some mini-
mum level necessary to meet basic needs’ (World Bank 2001a). This min-
imum level is the poverty line that marks the cut-off point between peo-
ple who are considered ‘poor’ and those who are ‘non-poor’. The origins
of the poverty line concept can be traced to as far back as Charles Booth
who, in 1887, adopted a ‘line of poverty’ to divide the people of London
into those ‘in poverty’ and those ‘in comfort’ (for a discussion of Booth’s
life and work see Stone 1997). Seebohm Rowntree followed the work of
Booth shortly in 1901 with his attempt to fix the poverty line by an esti-
mate of ‘the income required to meeting the minimum costs of adequate
nutrition and other essential expenditures’ (as quoted by Gillie 1996).” Of
course, Marx and the classics also talked about the minimum level of
subsistence and a wage rate going with it. For example, Malthus (1836)
used ‘1 peck of wheat’ as a reference point against which he compared
the changes in ‘the earnings of a day’s labour’®

The poverty line feeds into the calculation of a number of poverty
statistics, of which the principal three include the headcount ratio, the
poverty gap and the poverty severity index. The strength of these pov-
erty measures lies in the measurement of poverty on a single, continuous
scale. This facilitates poverty comparison over time and place. Moreover,
the concept of poverty underlying the money-metric is generally well un-
derstood by people in different places and different cultures.

1.3.2 The basic needs approach

Peter Townsend’s (1962, 1979) basic needs approach to the measurement
of poverty has inspired many inquiries into the direct measurement of
poverty based on the observation of living standards. Townsend distin-
guished twelve dimensions of deprivation: dietary, clothing, fuel and light,
household facilities, housing conditions, work conditions, health, educa-
tion, environment, family activities, recreational, and social relations. In-
formation on a total of 60 items across these domains was gathered for
households in his survey (carried out in 1969). From these he selected a
sub-set of 12 to cover the major aspects of deprivation, in order to con-
struct a summary deprivation index. Townsend stated (1979) that a score
of 5 or 6 or more on this index was highly suggestive of deprivation.
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CHAPTER 1

However, scores on this index were not directly used to identify the poor.
Rather, through relating scores on the index to resources, people with re-
sources ‘so seriously below those commanded by the average individual
that they are, in effect, excluded from ordinary living patterns, customs
and activities’ could be identified (Townsend 1979: 31). This involved de-
riving an income threshold, representing the point below which depriva-
tion scores, which was tentatively suggested as ‘escalated disproportion-
ally’. All those below that income threshold were then counted as poor,
without reference to their deprivation index. The ideas behind Townsend
deprivation index were taken up and further developed into a number of
different directions.

The International Labour Office (ILO) called for the adoption of a ba-
sic needs approach to poverty in 1976. The approach provided room to
bring in their concerns about poor people’s self-reliance and employment
(ILO 1976). Poverty was to be measured in terms of people’s lack of cer-
tain basic needs (e.g., food, shelter, schooling, health, security). Morris
(1979) as well as Streeten et al. (1981), along the same lines, emphasized
the need to fulfil people’s most basic human needs first before thinking
about economic growth. In a different direction, Desai and Shah (1988)
took-up the Townsend index (Townsend 1987) by working out a vector-
based poverty measure, which they defined as relative deprivation. Bolt-
vinik (1994), on his part, built further on Desai and Shah (1988) and Desali
(1990) by developing an integrated poverty measure using Desai’s quality
of life index.

An important advantage of the basic needs approach is that it draws
attention to poor people’s most urgent needs as well as to the many di-
mensions of poverty and deprivation. In the 1990s there was a rise of in-
terest in the literature for the ‘multiple dimensions’ of poverty, which con-
tinues to date. For example, Laderchi (1997) has argued to combine the
money-metric with other poverty measures, in particular the ones that im-
prove people’s basic functionings, including health, schooling and child
nutrition indicators. Alternative poverty indices have been constructed to
capture other dimensions of poverty. For example, the use of quantitative
and qualitative measures of food insecurity by the Food and Agricultural
Organization of the United Nations (FAO), such as food deprivation and
hunger (e.g., see Kennedy 2002), the use of demographic characteristics,
such as being ‘disabled’” or ‘widowed’ or (lack of) asset ownership, such as
being ‘landless’ in participatory studies, or the use of a housing index to
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identify the poorest households in a community for a microfinance
scheme, to name just a few examples. Although, the basic needs approach
is rather difficult to aggregate to a national level, it has much appeal to
many because of its attention to the different aspects of poverty and dep-
rivation.

1.3.3 The capability approach

Amartya Sen was already mentioned in relation to the capability approach
to poverty, of which he is considered the founding father. Sen (1979,
1981, 1982, 1985) defined poverty in terms of lack of capabilities, and as
such, emphasized the role of social and political aspects of poverty be-
sides the lack of income. Sen (1981) defined capabilities as what people
can ‘do’ and ‘be’ and this is what determines their living standards. There
are two different ways in which the capability approach has been taken
as the conceptual starting point of other approaches to poverty. For one
it has informed much of the work done by the United Nations Devel-
opment Programme (UNDP 1990) in their development of the Human
Development Index (HDI). The HDI is a composite index that covers
three dimensions of human development in a country: average life ex-
pectancy, literacy rate and income. Second, it has inspired the sustainable
livelihoods approach as conceptually introduced by Chambers and Con-
way (1991) and further developed into policymaking by Carney (1999)
and taken-up by DfID in their 1997 Whitepaper (DfID 1997).

The sustainable livelihoods approach distinguishes between five capi-
tal assets (human, natural, financial, physical and social capital) that de-
termine household living standards. Households may pursue different
strategies in each of these five dimensions in order to secure or improve
their livelihoods (Scoones 1998). The livelihood approach includes more
subjective definitions of poverty and as such puts much emphasis on
local context analysis (e.g. Chambers 1995 and 1997). The livelihoods
approach tries to map what people have or lack to create and sustain a
certain livelihood (e.g. see Moser 1998). Carney (2003) defined a liveli-
hood as ‘comprising capabilities, assets and activities that are required to
make a living’ (p. 350). The livelihoods approach provides an analytical
framework that has been used to analyze the productive means of the
urban poor (e.g. by Moser 1998) and of peasants and the rural poor by
Bebbington (1999), Ellis (2000), Ellis and Bahiigwa (2003) and Narayan

17



CHAPTER 1

and Pritchett (1999). In empirical studies using the livelihood approach
we often find a focus on people’s physical assets. This focus on assets
should be understood in a broader context, as is explained by Bebbing-
ton (1999) and Narayan and Pritchett (1999); assets are ‘vehicles’ for dif-
ferent kind of actions to increase incomes, rather than consuming them
in their use. The advantage of considering people’s physical assets is two-
fold: it provides a more objective assessment of people’s poverty and
changes in people’s asset base can be monitored.

1.4  Poverty Analysis in Uganda

1.4.1 Poverty trend analysis

Poverty trend analysis in Uganda has been performed on the basis of
data from LSMS-type surveys (e.g. GoU 1997a; Appleton 1996 and 2001,
Appleton et al. 1999). The first Household Budget Survey 1989/90 of
Uganda canvassed 4,500 households in a regionally stratified random
sample,® and its outcomes have been reported in the first Uganda Poverty
Assessment (PA) study (World Bank 1993). In this report, two relative
poverty lines were defined at 4/5 and 2/5 of the mean total expendi-
ture.”® According to this definition, 55 per cent of the Ugandans fell un-
der the first poverty line, whereby the rural poverty incidence is 57 per
cent and the urban poverty incidence 38 per cent. In 1995, these relative
poverty lines were re-calculated at 2/3 and 1/3 of the mean in order to
facilitate comparison with the second household survey, and the head-
count rates of poverty were recalculated at 39 and 11.6 for the higher
and lower poverty line.

The Integrated Household Survey 1992/93 that followed after, formed the
basis of the poverty analysis carried out in the second PA of Uganda, The
Challenge of Growth and Poverty Reduction (World Bank 1995). This survey
covered 10,000 households from 1,000 enumeration areas around the
country. In this report, also two relative poverty lines were drawn at the
2/3 and 1/3 of the 1992/93 mean."* The headcount rates of poverty
then obtained are 44 per cent (40 per cent if the seven districts not sur-
veyed in 1989790 are left out) and 9.4 per cent respectively. Afterwards,
the comparison of the Household Budget Survey 1989/90 with the Integrated
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Household Survey 1992/93 data was considered unsuccessful (see Appleton
1996) because of differences in sample size and survey design.

In search for a less costly poverty monitoring instrument, what fol-
lowed next was a series of four smaller Monitoring Surveys in the years
1993794, 1994795, 1995/96 and 1996/97, with a sample size of 5,000
households each. The poverty line was fixed in relative terms to 2/3 and
1/3 of the mean consumption per capita. Because of underlying sam-
pling and coverage differences between the Integrated Household Survey and
the Monitoring Surveys, it appeared difficult to compare poverty over time.
As from 1999 onwards, an absolute poverty line was adopted. Appleton
et al. (1999) anchored the line to a minimum calorific requirement. For
the calculation of the Ugandan food poverty line, the following steps
were taken: (i) the assessment of an adult equivalent scale; (ii) estimation
of the mean quantities consumed of 28 major food items consumed by
the poorest 50 per cent of the population as the reference food basket;
(i) identification of a food basket yielding 2,283 calories; (iv) revaluation
of home consumption into market prices; (v) adjustment for regional
price variations; (vi) multiplication of mean quantities by calorific value
and retention rates; (vii) scaling up of the reference food basket; (viii)
indirect estimation of non-food requirements; and (ix) adjustment for
inflation over time. The total cost of the food basket was calculated as
11,463 Ush. and inclusion of the non-food items gave a national poverty
line of 16,443 Ush. per adult equivalent per month (in the average prices
of the first Monitoring Survey 1993/94). The incidence of poverty was then
found to have dropped from 56 to 44 per cent over this specific time
period.

In 1997, the World Bank developed the so-called Core Welfare Indi-
cators Questionnaire (CWIQ). The idea behind this new survey instru-
ment was to run a shorter survey without an expenditure module, but by
using both quantitative and qualitative ‘poverty predictors’, with the ul-
timate objective to reduce the data collection time. The initial pilot study
in Ghana proved to work well, in a sense that the derived poverty predic-
tors used to estimate a predicted total expenditure function, successfully
ranked households from ‘poor’ to ‘non-poor’ in per capita expenditure
quintiles for in between 84-100 per cent of the cases (World Bank 1999).
The CWIQ was tried out in several other countries thereafter, including
Uganda in 1999."* However, the CWIQ did not perform very well in
Uganda and the implementation was not sustained.
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In 1999/2000, the Uganda National Household Survey (UNHS) was car-
ried out again covering some 10,000 households, and followed-up by
another household survey every two years thereafter (2002/3 and
2005/6). The Uganda Poverty Status Report 2001 reported a further reduc-
tion of absolute poverty to 35.2 per cent in 1999/2000, while building
further on the trend analysis by Appleton (2001). At the same time, it
reports a small increase in inequality with a Gini coefficient for per capita
expenditures falling from 36.4 per cent in 1992 to 38.3 per cent in 2000.
Deininger and OKkidi (2002) found that in a decomposition of the Theil
index, it is the increasing inequality between urban and rural areas that
dominated this finding rather than intraregional inequality. Since the ma-
jority of the poor in Uganda live in rural areas, there is the fear that the
poorest of the poor are not benefiting from economic growth in the
same way as the higher income groups do.

Data coming out of the UNHS 2002/3 and UNHS 2005/6 have been
used to further trace monetary poverty trends over time. The sampling
frame used was derived from the Uganda National Population and Housing
Survey conducted in 2002. In 2005, absolute poverty had dropped to 31
per cent. More recently, initiatives have been taken to better understand
how and why people move in and out of poverty and issues of chronic
poverty. Chronic poverty was identified as a major concern in Uganda by
Lawson et al. (2006), who suggested that one fifth of the country is living
below the poverty line permanently. Participatory poverty research is
used to complement the more quantitative analysis of UNHS data. For
example, Lawson et al. (2007) use life-histories and qualitative inquiries
into the respondents’ perceptions of poverty change over different peri-
ods of time to complement the UNHS-based poverty trend analysis. In
the section below, a discussion is held on participatory research on pov-
erty in Uganda in the past, as background to these more recent initia-
tives.

1.4.2 Participatory Poverty Assessment in Uganda

With the purpose of ‘bringing in the voice and perspective of the poor’
into national and district planning for poverty eradication in Uganda, as
well as to incorporate the multiple dimensions of poverty, in 1998 the
Ugandan Participatory Poverty Assessment Programme (UPPAP)® launched a
first round of PPA studies, covering nine districts in the first round."
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Between November 2001 and May 2002 a second round of PPA studies
was implemented in twelve other districts.” The second round was con-
ducted with the purpose to ‘deepen the understanding of poverty gained
in the first round, and gather people’s experiences with government poli-
cies’. Local people themselves were asked to describe what it means to
be poor, at different levels of aggregation: the individual, household and
community level. Poverty characteristics were found to be largely similar
across the country, despite regional differences and cultural background
(GoU 2001c).

The subjective element was also incorporated in the more dynamic
analysis of poverty in the PPAs. In the first round, information was
gathered on how people’s perception of their poverty or well-being had
changed over the past 10-30 years. For example, in the Kapchorwa Partici-
patory Poverty Assessment (GoU 1999) it was reported that local people had
experienced a deterioration of the quality of education, access to and
quality of health care services, and provisioning of water provision,
against the improvement of access to primary education, the equality of
health education and immunization and maternal services. Their access
to agricultural and veterinary services, markets and marketing services
and financial services, electricity and roads had remained very limited.

Despite this major effort in more qualitative and subjective poverty
research, the national poverty reports of Uganda do not include partici-
patory research findings. To date, the UPPAP programme has not been
carried further, nor has the approach been fully integrated into the pov-
erty analysis and policy framework of the Ugandan government. Instead,
the participatory approach has been developed more into the direction
of a policy planning instrument; e.g., by involving civil society and
NGO:s in the formulation of poverty reduction plans and resource allo-
cation (World Bank 1997). This policy-planning oriented application of a
participatory approach is reflected furthermore in the development of
the national Poverty Reduction Strategy Papers (PRSPs).

1.4.3 Uganda’s PRSP

Uganda’s current strategy to eradicate poverty is rooted in the Poverty Re-
duction Strategy Paper (GoU 2000d) and referred to as the ‘Vision 2025’.
The Poverty Eradication Action Plan has a sub-component, the Plan for the
Modernization of Agriculture, in which the goal of poverty reduction in the
rural areas is extensively addressed.’® The Poverty Eradication Action Plan
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(GoU 1997b) was revised and accepted by the World Bank to serve as
the country’s first Poverty Reduction Strategy Paper (PRSP) in May 2000
(GoU 2000d), whereby Uganda qualified itself for debt relief under the
Heavily Indebted Poor Country Initiative (HIPC) and the enhanced
HIPC.' Together, the two documents articulate a national vision for
poverty eradication, with the overarching aim to ‘wipe out mass poverty
by 2017 to a poverty headcount rate of 17 per cent’ (from 35 per cent in
1999/2000)."® This objective closely follows the United Nations Millen-
nium Development Goals to cut extreme poverty worldwide by half by
the year 2015. The key strategies for reducing poverty formulated in the
Uganda PRSP are to: (i) increase the income earning capacity of the poor
(i) increase the quality of life of the poor (iii) promote economic growth
and structural adjustment by creating an ‘enabling environment’, and (iv)
ensure good governance and security (GoU 2000d).

The PRSP initiative is supported by the Bretton Woods institutions
and the donor countries as an offspring to the Comprehensive Devel-
opment Framework (CDF). The essential features of this framework in-
clude a poverty focus of all macroeconomic reforms, government con-
sultations with Civil Society around its poverty reduction strategies, and
co-ordination of (ultimately, all) donor support around a country’s pov-
erty reduction strategy (Wood 2000). The PRSP initiative is promoted
world wide as a multi-stakeholder effort to deliver a country’s poverty
reduction strategy while using a participatory approach in the consulta-
tion process. Although, the framework was designed by the IMF and
World Bank in a joint effort, the national PRSPs are meant to be coun-
try-owned and -driven.

Poverty analysis within the PRSPs is limited; the document places the
emphasis on a policy and planning framework for poverty reduction. In
the PRSPs ‘the poor’ are identified as ‘the income poor’, based on the
headcount ratio as calculated in the national PA reports. The poverty
indicators used for monitoring are the headcount ratio, per capita con-
sumption of the poorest 20 per cent, and the proportion of households
‘suffering severe income shocks’. The participatory element in the PRSP
comes in at the point of formulating poverty strategies and action plans.

From this brief overview of poverty research and policymaking in
Uganda it may be sufficiently clear that, at present, there is a gap in terms
of a reliable and cost-effective instrument for poverty monitoring in
Uganda. The Government of Uganda is exploring the various possibili-
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ties, but is not definite on the direction to go from here. On the one
hand, there is a notion that a consumption-based poverty measure could
be complemented by more qualitative data on poverty - the kind of data
coming out of participatory studies. On the other hand, there is no clear
agreement on how to make the most effective use of the country PPAs.
Meanwhile, the LSMS-type surveys remain to be used for poverty moni-
toring, although they may not be the preferred instrument in each and
every context. We therefore conclude that there is a need for a poverty-
monitoring instrument, which can contribute to a deeper understanding
of poverty in Uganda, while at the same time being more cost-effective
in relation to the local capacities and constraints of a developing country
with limited public resources.

1.5 Research Methodology

The approach that will be developed in the present study will start from
the idea that people tend to accumulate welfare attributes in a particular
order. The methodology developed, therefore, will be geared towards
discerning underlying patterns of sequencing in welfare attributes acqui-
sition. Such an approach fits well within a standard economic model of
utility maximization, in which the consumer seeks to maximize utility
subject to a budget constraint. The methodology will be developed in
three subsequent steps. First, through descriptive analysis and a simple
two-by-two procedure, probability patterns will be assessed over differ-
ent sub-sets of attributes. In doing so, it is assumed that people owning
more different attributes are generally wealthier than those owning less.
By looking at the number of different attributes owned (or consumed), a
statistical test will be formulated to test for dominance of ranking over
pairs of attributes. Second, the relationship between these different sub-
sets of attributes will be explored and their relative importance will be
assessed. Third, an econometric model will be developed to formally
predict patterns of sequencing for other samples.

The use of probability theory allows us to identify hierarchies of (re-
vealed) consumer preferences within selected sets of attributes. A change
in the underlying distribution of such a hierarchy would be a sign of a
change in welfare. By combining knowledge of sequencing patterns with
simple count data, a robust poverty monitoring instrument may be de-
veloped. The logic of this approach is that by looking at which welfare
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attributes are possessed (or consumed), a proxy of welfare can be con-
structed that is easy to measure and monitor. By taking people’s own
definitions of poverty as the starting point of collecting survey-data on
poverty in multiple dimensions, a combination is made between a PPA
and LSMS-type approach to collect poverty data.

1.6 Research Outline

The outline of the present thesis is as follows. Chapter 2 presents the
conceptual building blocks of the approach taken in this research. This
approach focuses on livelihoods and the potential accumulation of wel-
fare attributes as being crucial to the emergence from subsistence. Fur-
thermore, the development of the survey-instrument that has been used
to collect the data in the field will be presented and discussed. What fol-
lows is a first series of empirical chapters (Chapter 3-5), in which the
research methodology is set forth and the field-survey data are analyzed.
This will be done initially on the basis of a ranking and testing procedure
developed at the beginning of Chapter 3. The seven sub-sets of welfare
attributes covered in these chapters are: household durables, clothing,
housing, food, land, tools and livestock. The findings from this first part
of the analysis will be brought together in Chapter 6, where we will fur-
ther consider the inter-relationship between the different sub-sets of wel-
fare attributes, as well as their connection to subjective views on poverty
also collected by the field-survey. Through principal component analysis
the most important sub-sets of attributes will be identified. These will be
taken-up in Chapter 7 to feature in the development of an econometric
model to predict sequencing patterns. Finally, in Chapter 8, we will
summarize our research findings and assess the contribution of the re-
search at the theoretical level, as well as in terms of its practical and pol-
icy implications. Ultimately, we want to reach to a conclusion on how a
welfare attributes approach can improve poverty mapping and monitor-
ing, and what some of the next steps in our research agenda will be as a
follow-up to this research.

24



Introduction

Endnotes Chapter 1

! The GDP growth rates in the years immediately after the ending of the con-

flict in Uganda were: 4.5 per cent in 1987, 7.2 per cent in 1988, 6.6 per cent in
1989, and 3.4 per cent in 1990 (GoU 1997).

? At constant 2000 US$ (WDI 2007).

% The real output growth in agricultural production was 6.9 per cent in
1998799, 1.9 per cent in 1997/98, 1.1 per cent in 1996/97 and 4.3 per cent in
1995/96 (MFPED 2000).

* Real monetary agricultural growth was 6.3 per cent in 2001 and 4.3 per cent in
2002, whereas real non-monetary agricultural growth was 3 per cent and 1.7 per
cent respectively in the same years. Monetary agriculture includes cash crops,
food crops, livestock, forestry and fishing; Non-monetary agriculture includes all
of that except for cash crops (GoU 2003: A8).

> The first Economic Recovery Programme (ERP) was implemented by the
Government of Uganda in close consultation with the IMF in May 1987.

® In ‘Poverty and Policy’, Lipton and Ravallion (1995) provide a comprehensive
overview of ‘the history of ideas about the poor’ in the field of economic research
and policymaking.

" The incomes used by Charles Booth to describe the ‘poor’ were ‘18s. to 21s.
per week for a moderate family, and by ‘very poor’ those who fall below this
standard, whether from chronic irregularity of work, sickness, or a large number
of young children’, as quoted 