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ABSTRACT

This study attempts to identify convenient poverty assessment in Kelantan,
Malaysia. It uses primary data from 546 households based on stratified
multi-stage sampling process among Kelantan’s poor and needy zakat
recipients who occupy the bottom decile group of living standards. The
monthly expenditure and income poverty lines were used as standard of
measurement to measure poverty. To address dimension of poverty this
study uses three major indices of poverty, the Headcount Index, Poverty
Gap Index and Sen Index. These poverty methods will analyse the poverty
in terms of incidence, intensity and severity of poverty. The results show
that expenditure method poverty line is 1.6 times higher than income
method poverty line. The expenditure of the poor and needy in Kelantan
was 1.5 times higher than their income. This study also indicates that the
lowest monthly expenditure requires 31 per cent of poverty line to reach
minimum level while the lowest monthly income require 83 per cent of
poverty line to achieve the same level. Headcount index shows that
expenditure approach estimates higher number of poor than income
approach, 91 and 80 per cent of sample are under poverty line in Kelantan
using expenditure and income methods, respectively. The poverty gap index
was 0.51 for expenditure and 0.43 for income method in the study area. In
Kelantan, on average 51 per cent of the poverty line cash transfer is needed
to lift each poor person out of poverty following expenditure method.
However, on average 43 per cent of the poverty line cash transfer is needed
to lift each poor person out of poverty following income method.
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1. INTRODUCTION

Measuring and analysing poverty, inequality, and vulnerability are
crucial for cognitive purposes (to know what the situation is), for
analytical purposes (to wunderstand the causal factors), for
policymaking (to design interventions best adapted to the issues), and
for monitoring and evaluation (to assess the current policy
effectiveness and to determine whether the situation is changing)
(Beegle et al., 2012). It is important for poverty alleviation agencies
to measure poverty to enable them to decide which areas are most
impoverished and deserving of targeted aid (Lanjouw, 2001). Given
the wealth of studies on poverty measures, one can easily get
confused about how to select the right tool for measuring poverty in
one's own society. Much research is concerned with the living
standards of households such as income distribution, and inequality
in living standards over time (Bidani, and Ravallion, 1993; Bigsten et
al., 2003). Although the ideas, measures method, and analytical tools
can be applied in numerous dimensions of poverty, such as income,
consumption, health, education, and asset ownership, most of
previous poverty studies emphasized on monetary measures which
are easy to interpret and relevant as well-being indicators (Gibson,
2005; Knight, and Li, 2006; Visaria, 1981). When estimating poverty
using monetary measures, one may choose between income or
consumption as the indicator. It is because the consumption and
income will give different results due to the different element of data,
time and household factors.

Poverty is related to, but distinct from the concept of
inequality and vulnerability. Inequality is a broader concept than
poverty because it is defined over the whole population, and does not
only concentrate on the poor. In the context of poverty analysis,
inequality involves examining the welfare of individuals which
depends on their economic position relative to others in society.
Higher inequality implies higher poverty, since a smaller share of
resources is obtained by those at the bottom of the distribution of
income or consumption (Alam et al., 2005). Furthermore, higher
inequality may result in lower economic growth, which increase the
number of people involved in poverty (Wodon, and Yitzhaki, 2002).
Vulnerability is the risk of falling into poverty in the future, even if
the person is currently not poor. It is often associated with the effects
of “shocks” such as a drought, financial crisis or a drop in farm
prices. The nature of economic growth exposed the poor to be more
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vulnerable than the well off, because of an asymmetry between the
periods of fall and rise of the global income. The unskilled workers
are often poor and are the first to be dismissed, and unemployed.
Guillaumont and Kpodar (2005) define this phenomenon as “the
hysteresis effect “by which the unemployed are the last to be hired.
Vulnerability affects individual behavior in terms of investment,
production outlines, and coping strategies, and in terms of the
perceptions of their own situations. Thus studying about the poverty
is the first step in analysing inequality and vulnerability.

In Malaysia, income approach has been used as poverty
measure since 1977 (Economic Planning Unit, 2006). However, one
should not be dogmatic about using income data for poverty
measurement since using expenditure data may have its own
advantages. Relative to income, expenditure method tends to be a
more accurate measurement than income towards the lower end of
the income distribution, with evidence from both the United States
and United Kingdom of under-reporting of certain forms of income,
such as benefits (Brewer, Etheridge and O’Dea, 2017; Meyer, and
Sullivan, 2013). This advantage of expenditure may be ascribed to
the fact that survey questions about household spending are usually
seen as less sensitive than questions about income. Furthermore,
people toward the bottom of the income distribution often have
multiple income sources, which make measurement error harder to
avoid. Thus by applying both income and consumption method in
analysing poverty, policy makers and poverty alleviation agencies
manage to compare the poverty measures with both indicators and
results. Therefore, the main objective of this study is to examine
interconnections and differences between income and expenditure
method in measuring poverty.

2. MEASURING POVERTY

The most common procedure when selecting which variable to use is
to turn to those variables that represent an individual's income or
expenditure. Both income and expenditure demonstrate advantages
and disadvantages in measuring poverty. Previous studies suggest
that income method provide descriptive information on the family
economic situation (Beverly, 2000; Mayer, 1997; Mayer and Jencks,
1989; Rector, Johnson, and Youssef, 1999). In addition, income
method is useful for policy analysis and program evaluation
(Haveman, and Mullikin, 1999; Ringen, 1988). This especially holds
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true for growth in government and social welfare programs such as
food stamps, medical aid, subsidies, work supports and services
relative to cash transfer (Melkamu, and Mesfin, 2016). Income
method manages to capture the household’s ability to purchase goods
and services needed. It is because the income is a measure of a
household’s resources which involve the differences in individual
tastes and preferences. Edin, and Lein, (1997) show that low income
among single mothers fulfil their basic needs from “irregular
sources” that are not captured by traditional economic poverty
measures (e.g., off the books employment, endowment from
relatives, romantic partners, and siblings). However, the use of
income will allow the distinction between the sources of income
(Coudouel, Hentschel, and Wodon, 2002; Ouellette, 2004). By
distinctions, information from income can be more easily
comparable with other data such as salaries, which provides a check
on the quality of data in the household survey that are not captured in
consumption or expenditure data (Coudouel et. al., 2003).

Income method usually includes the present income and does
not comprise other wealth (e.g., savings or other liquid assets), debt,
or access to credit. Some goods were attained without the poor
spending their income, savings or credit through gifts, exchanged via
barter, free services or public goods from the government (Ringen,
1988). Thus without including these types of goods, we can
misrepresent the true economic ability of the family to fulfil their
basic needs. The income method ability to provide a meaningful
picture of household resources is further limited by data reliability
(Brewer and O’Dea, 2012). Furthermore, income data might be
sensitive to some respondents which force them to hide their real
income during surveys which further can over or understate their
income. This is particularly the case in households with irregular
income sources or the self-employed (Atkinson, 1991; Chaudhuri
and Ravallion, 1994; Deaton, and Zaidi, 2002; Kyereme, and
Thorbecke, 1991; Roemer 2000). The fluctuations of transitory
income had made the poor comprise their income and enjoy a
temporary reduction in their incomes, although their consumption
level may stay close to its long-run average. Such households have
high ratios of consumption expenditures compared to income
(Boskin et al., 1998; Brewer and O’Dea, 2012). For example, rural
households in developing countries will face difficulty in excluding
the costs from their revenue in estimating their income which can
cause data inaccuracy. Therefore, if the poverty line stays fixed in
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real terms but at the same time they enjoy a growth in their average
income, the percentage of consumption to income at the poverty line
will increase over time because the poverty line is cutting at a lower
point in the cross sectional income distribution. Therefore, the data
will contain the poor with high permanent incomes who only suffer a
transitory shock to their income during the reporting period.
Moreover, there are some issues such as negative net incomes in
income data, hence resulting in anomalous implications in poverty
measurement (Sandoval, and UrzUla, 2009).

Most poverty scholars, however, argue that information from
consumption is a better indicator for measuring poverty. Many
researchers argue that it is more theoretical and empirical which
makes it more reliable to examine what the family actually does
consume or spend (Cutler and Katz, 1991; Jorgenson, 1998;
Jorgenson, and Slesnick, 1987; Mayer and Jencks, 1993; Slesnick,
1993, 1994, 2001). The tendency for using consumption method in
poverty measures is increasing (Fox et. al., 2015). Likewise, in a
compilation of household surveys from 88 developing countries,
which was originally constructed for establishing world poverty
counts, 36 of the surveys use income as their welfare measure and 52
use expenditure (Ravallion, 2001). Expenditure represents the actual
command over resources. Households can save part of their income,
borrow or can use their savings if they do not have enough income.
Furthermore, it also reflects the need to consume the absolute
element in the definition of poverty (Deaton, and Grosh, 2000).
Apart from this feature, the expenditure based poverty line can
reflect differences in relative prices due to national, cultural,
climatic, or other factors (Saunders, Bradshaw, and Hirst, 2000). It is
because expenditure is more culturally and socially defined
irrespective of social income level and cultural needs (Haveman, and
Mullikin, 1999). For example, the poor in a developed country who
can afford foods such as meat which is defined as an expensive food
in poor countries. Therefore, the expenditure based poverty line has
included both the absolute and relative definitions of poverty in one
measure.

However, the expenditure method can understate the
wellbeing and permanent income such as life savings. For example,
aged people who are saving for future unexpected health risks which
are not easy to insure (e.g., hospitalization and long-term care) (U.S.
Census Bureau, 2011). Those who are just starting a new family and
have children may strategically save or deplete their savings to pay
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for their children’s future education (college financial) (Feldstein,
1995). Furthermore, the definition on family’s consumption by most
consumption studies is based on the subset of families’ total
expenditures excluding taxes, pension fund contributions (EPF and
savings), and, often, gifts, and including expenditures made with
assistance from in kind benefit programs, such as food stamps which
are some of the family’s actual consumption (Sabelhaus, and Groen,
2000). Using the consumption method is more difficult and requires
many components compared to the income method which can
jeopardize measurement accuracy further creating a measurement
issue (Fisher, Johnson, and Smeeding, 1998). In these cases, the
income method may be a better measure than actual consumption.

3. POVERTY STUDY IN MALAYSIA

In Malaysia, poverty is measured based on monthly income
(Economic Planning Unit, 2006). Method in identification of the
poor is based on the national poverty line set by the Economic
Planning Unit, Prime Minister’s Department (2004, 2006). A family
is considered poor if the income earned by the household is below
the Poverty Line Income (PLI). The PLI is the specified household
income needed to fulfil minimum expenditure for basic needs of a
household which include food items such as rice, wheat, tapioca,
sugar, dhal beans, green vegetables, fish/ chicken, egg, condensed
milk and cooking oil: clothes and footwear: and non-food items such
as rent, fuel, electricity, communication, furniture and household
equipment, health, education and recreation.

The poverty in Malaysia is measured based on absolute
terms which follows the World Bank recommendation practice to use
the national poverty lines (Hatta, and Ali, 2013). The national
poverty lines practice was adopted by most countries since the 2005
Millennium Development Goal report (United Nations, 2011).
Among the developing countries, Malaysia was among the first to
define the national PLI in 1977 (UNDP, 2007). The PLI formulation
was based on the national cost price index (CPI) and it was
periodically revised by the National Economic Action Council
(NEAC) and the Economic Planning Unit (EPU) in line with
movements in the CPI (Hendersen et al., 2002; Zain, 2007). The PLI
takes into account the household demographic structure, size,
location, state and stratum (urban/rural). In 1984, the concept of
“hard-core” was introduce to help identify the poor households
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whose income is less than half of the PLI (Department of Statistics,
2010).

Most of poverty measures studies in Malaysia are based on
income method rather on expenditure (Chaudhry, 2009; Ali, and Ab
Aziz, 2014, 2015; Johari, Ab Aziz, and Ali, 2014; Jorgenson, 1998;
Ibrahim, 2006); some of them modify the official income poverty
line with the CPI annual changes in prices to measure poverty
(Khasawneh, and Hassan, 2010). While most studies on poverty
measures, which incorporate the income and expenditure approach
had found out different outcome between these approaches (Asra,
and Santos-Francisco, 2001; Balisacan, 1999; Ali, Ibrahim, and Ab
Azizi, 2017; Slesnick, 1993; Tey et. al., 2008). Saunders et. al.,
(2002) compare the income and consumption poverty line in the UK
and found that most of the poverty rates produce a similar result
whichever measure is used but the differences arise in the
dependences applied for different types of household. He suggests
that there is little connection between these poverty methods. The
idea of poverty as constraint on choice or constrained expenditure is
then defined as the lack of spending on durable goods and luxury
items. However, Hurd and Yashiro (2007) found that the
consumption poverty method results a significantly lower poverty
rates compare to income method, especially among the single people
in United States. Differences between income measures and
consumption measure are causes by their ability to spend more than
their income. They conclude that the Current Population Survey is
likely overstating the poverty rate among single persons of advanced
old age even when poverty is defined based on their income, and it
does so by a large amount when poverty is defined by consumption.
Slesnick however found that in 1989 the poverty rate in the U.S. falls
by 2.5 per cent since 1961 based on expenditure method.
Nevertheless, it reduces by only 1.1 per cent per year when income is
used as the welfare measures (Slesnick, 1993).

Similarly, Melkamu and Mesfin (2016) found out that in
India, the income poverty line is 2.4 times higher than that for
expenditure method. Poverty rate based on income approach is 32
per cent while it is only 17.3 per cent for expenditure method,
indicating income method estimated higher percentage of poor
people compared to expenditure method. The poverty gap index was
0.12 based on income method and 0.04 for expenditure method. In
addition, they found out that 12 per cent of the poverty line cash
transfer was needed to lift the poor out of poverty based on income
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method while only 4 per cent was needed following the expenditure
method. The expenditure method result is proximate to the
government’s poverty estimation which shows a decline trend of
poverty in the state although the income method shows the poverty
level is above the government’s estimation and it is continually
increasing.

Cutler and Katz (1991) used U.S. expenditure data (CE)
from 1960, 1961, 1972, 1973, 1980, 1984, and 1988 to validate their
argument that inequality is increasing based on income method. They
formulate a measure of consumption that substitutes service flows
for owned homes and vehicles, and subtracts the spending on
insurance and pensions. Income data from the Current Population
Survey (CPS) was used for tabulations. The results show that poverty
rates based on expenditure are lower than income based for several
demographic groups. In the meantime, Jencks and Mayer (1996)
estimate the marginal effects of income on improvements the
inflation index, definition of the economic unit, and inclusion of
noncash transfers. Similar to Cutler and Katz, they also use the CE
income reporting relative to CPS by comparing the CPS income
child poverty rates to CE consumption rates. The result shows that
the CE consumption rates were consistently several percentage
points lower over the 1970s and 1980s. They conclude that the
income poverty rates based on the combination of income and
threshold measurement improvements appear only slightly higher
than the consumption poverty rates.

Stoyanova, and Tonkin (2018) compared the differences
between income and expenditure poverty measures in the UK based
on the 2016/ 2017 Living Costs and Food Survey (LCFS) data. The
expenditure measure includes spending on frequently purchased
items (food, drink, household consumables, petrol) and less
frequently purchased items (household furnishing and appliances,
other durable goods). They exclude housing costs (rent, mortgage
payments, water rates, council tax, etc.) putting the expenditure
measure on an ‘after housing costs’ basis. The income poverty
measure is household disposable income after housing costs and
pension contributions (e.g. earnings from employment, pensions and
investments as well as temporary cash benefits from government).
The results show that households at the very bottom of the income
distribution have disproportionately high expenditure. He also found
out that individuals who are considered to be in income poverty are
not necessarily in expenditure poverty, and vice versa. They also
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suggest that relative expenditure poverty is a stronger predictor of
overall life satisfaction than income poverty.

4. METHODOLOGY

This study explores the poverty measurement based on income and
expenditure of the poor in Kelantan, Malaysia. Kelantan state has
been selected because it has the highest poverty incidence in
Peninsular Malaysia (Economic Planning Unit, 2006). Furthermore,
this state has a lot of poverty alleviation resources such as zakat,
being among the highest zakat collection states in Malaysia; zakat
can be utilized as poverty alleviation fund (Majlis Agama Islam dan
Adat Istiadat Melayu Kelantan - MAIK, 2014). However, to
implement a poverty alleviation policy, it is important for policy
makers to know the type of poverty at household and individual
level, especially among the poor and needy (Mok, Gan, and Sanyal,
2007). One way of doing it is to set up a proper poverty line that
measures the poverty rates and facilitates understanding of factors
contributing to poverty. Overall, both income and consumption have
their own strengths and limitations. Because of this, important
insights may be obtained by considering income and consumption
together when measuring poverty.

Data for this study were obtained from the Household
Income and Expenditure Survey (HIES) which had been conducted
from May until December 2016. About 546 respondents from the
poor and needy in Kelantan were involved which cover ten districts
in Kelantan. A set of questionnaire is used to collect the information
from the respondents. The questionnaire is based on demographic,
human capital, monthly income and expenditure. The income data
are divided into four categories, i.e. 1) wages, remunerations or
salary, 2) transfer payment and contribution from others (such as
their relatives), 3) rent from property, and 4) any economic activities.
To get the amount of total household income, the income from all
household members are calculated and transformed into money
value. The expenditure data in this study is calculated based on
household expenditure on food items (Food and Drink) and non-food
items (House, Education, Clothes, Medical and Others) expenditure.
In order to eradicate the problems of difficulty in recalling
consumption expenditure, the Diary method is used in which one
month (two weeks per session) is set up as the referring periods. It is
important because the diminished capacity to remember (memory
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lapse) from the respondent is high (Beegle, De Weerdt, Friedman,
and Gibson, 2010). Furthermore, the tendency is for expenditure to
exceed income by a wide margin with respondents under reporting
their income. On the other hand, there is the possibility of
exaggerating expenditure which is offset by the difficulty of the
recall method that is often used.

The stratified multi-stage method is used for sampling
process. The method is appropriate because it requires the total
population to be divided into strata or sub-population after the
samples are randomly selected, but independently from one another
(Randall, and Coast, 2015). The selection process of respondent in
this study involved three stages; district (ten districts), region (urban-
rural) and household head gender (male-female). The sampling
frame was stratified by region and headship gender. The list of zakat
recipients from MAIK among the poor and needy category which is
the bottom 20 per cent of the poorest people in the population is used
as a reference for respondent information and to locate their house.

Poverty measurement usually utilizes household surveys.
Since surveys collect data at the household level, poverty and
welfare measures should be based on households rather than
individuals (Deaton, 1997). A household may be either a one-person
household or a multi-person household. The households can be
defined as an arrangement where all the activities and cooperation
centre round the members living in the same household. This is used
synonymously with the family in so far as the unit of observation is
concerned. However, since households differ in size and
composition, and there are household economies of scale, household
per capita is widely used as a measure of welfare. Since we are using
income data for household, it is difficult to obtain the information
since there are children in the family who are not yet making
economic contribution to the family, the household head unit is taken
as unit of observation in this study.

The selection of variables in this study was based on the
conceptual and theoretical framework operationalized in the studies.
Exploring the differences in poverty levels in different regions and
socioeconomic and demographic groups within a society is essential
for effective policymaking, for the targeting of social wage transfers,
and for determining a strategy for social expenditures in line with a
country’s social and economic conditions (Lanjouw, 2001). This
study uses the region, age, size of the family, household head gender,
household head highest education and household head marital status
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as the variables of the study. Region is important because it can
provide the systematic and analytical picture of poverty. They do not
only provide the means by which social and economic indicators can
be integrated but also the spatial representation and analysis of
poverty indicators. This study uses the urban and rural area as
variable for region. The classification on urban and rural area in
Kelantan is based on the zakat recipients list and Malaysia
Department of Statistics (MAIK, 2014; Economic Planning Unit,
2006).

Age of the household can provide us with the level of
productivity among the poor. Rapid demographic changes in
population due to a decline in birth rate and increased life expectancy
in many countries have had a huge impact on national development
economically and socially (Samad and Mansor, 2017).
Classifications of age in this study are; 1) aged 19 to 24, which can
be categorized as those who are in university/ college or finished
their secondary school; 2) aged 25 to 59, which can be categorized as
those who finished their university level (degree) and start working
until they reached retirement; and 3) 60 and above, which are
categorized as retirement age (Ministry of Health Malaysia, 2005).
Family size indicates considerable evidence of a strong negative
correlation between household size and income (or consumption) per
person (Lanjouw and Ravallion, 1995). The existence of size
economies in household consumption cautions against concluding
that larger families tend to be poorer (Mok, Gan, and Sanyal, 2007).
The classification of family size in this study is based on Malaysia
Household Expenditure 2009 / 2014 which are: 1) family sized 1 to
4; 2) family sized 5 to 8 and; 3) family sized 9 and above.

The gender of the household head is important for the
economic well-being of the household. Most previous studies show
that the women are more deprived in accessing society’s economic
resources and opportunities compared to male (Baulch, 1996;
Kabeer, 1996; Buvini¢, and Gupta, 1997; Cagatay, and Ozler, 1995;
Floro, 1995; Jackson, 1996; Roddin et al., 2011). This study
classified the household head gender as female and male. The
different level of poverty among the household head gender affects
the utilization and disbursement of the household resources and at
the same time the resource exchange within the household’s
members (Bruce et al., 1991). Meanwhile education has a high
explanatory power in the observed patterns of poverty. The
correlation between education and welfare has important
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implications for poverty alleviation policy, particularly in terms of
distributional impact (El-Laithy, Lokshin, and Banerji, 2003;
Reardon, 2011). The household head highest education in this study
is based on 1) no formal education; 2) primary school; 3) secondary
school and; 4) college or university. There is a great variation of
poverty among marital status of the household head. Non-partnered
household head (i.e: widow, divorced and never married) has a
higher chance to be poor than those with partner (Ananat and
Michaels, 2008; Hirschl, Altobelli, and Rank, 2003). In this study,
household head marital status is categorized as: 1) Not married; 2)
Married; 3) Married but live separately; 4) widow/ widower (death of
spouse) and 5) Divorced.

Three poverty indices were used in order to measure poverty
in this study. The poverty incidence is measured based on the head-
count index (HC); this can show the proportion of the poor
households among the total households. The extent or depth of
poverty is measured based on the poverty-gap ratio (P). The severity
of poverty is measured based on Sen’s index. The Sen’s index is a
comprehensive poverty measure, which incorporates the information
on the number of poor (HC), the extent of poverty, measured by
income gap (P), and the Gini coefficient (Gp), as an indicator of
income distribution among the poor.

4.1 MATERIAL AND METHOD

In this study, the household’s monthly expenditure and income are
the indicator of welfare to measure poverty. Measuring poverty by
more than one method can increase the credibly and reliability of
poverty measurement. Method in measuring poverty involves three
main decisions: choice of a welfare measure (income or
expenditure): choice of a poverty line (absolute or relative) and
choice of a poverty index for aggregation (headcount index, poverty
extent and poverty severity (Sen Index) (Foster, Greer, and
Thorbecke, 1984).

4.2 POVERTY LINES

Poverty line can be referred to as the level of welfare which
distinguishes Setting the poverty line (PLI) is the starting point of
any poverty analysis and often it is most contentious. The method of
determining the PLI can greatly influence the poverty profiles, which
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are the key to formulate the poverty reduction policies (Zain, 2007).
This study will utilize two sets of poverty line. First the income
poverty measures will be based on Malaysia poverty line (PLI)
which are MYR 840 for urban and MYR 790 for rural (Zainal
Azman, 2013). Table 1 shows the Malaysia Poverty Line Income by
Region for 2012.

TABLE 1
Malaysia Poverty Line Income (PLI) 2012 (MYR Per Month)

Poverty Line Income (PLI) 2012 (MYR per

Region month)
Poor Hard Core Poor
Household Per capita Household Per capita

F,\’/fglg‘;s“i::‘r 830 210 520 130
Urban 840 220 510 130
Rural 790 190 530 120
Sabah and Labuan 1090 240 660 140
Urban 1080 240 630 140
Rural 1120 240 710 150
Sarawak 920 230 600 140
Urban 960 230 630 150
Rural 870 220 570 140

Source: Zainal Azman, 2013.

Based on Malaysia poverty line, the monthly official
household poverty line for 2012 is MYR 840 and for urban and
MYR 790 for rural areas of Peninsular Malaysia, MYR 1080 for
urban and MYR 1120 for rural areas of Sabah and MYR 960 for
urban and RM870 for rural areas of Sarawak, respectively. The
higher PLI for rural areas of Sabah was justified by higher transport
cost to the rural areas leading to higher prices of goods (Mok,
Maclean, and Dalziel, 2012).

The second poverty line is based on Kelantan Zakat poverty
line (had kifayah) which is based on expenditure of the bottom
quintile of income distribution in Kelantan (Ali et al., 2015; MAIK,
2010). The Kelantan zakat poverty line is based on absolute poverty
line which is based on food items (calorie intake approach) and non-
food items (shelter, education, medical, transport and personal



14 International Journal of Economics, Management and Accounting 27, no. 1 (2019)

utilities) expenditure which are the basic needs for humans (Ali,
Ibrahim, and Aziz, 2017; MAIK, 2010). The Department of Zakat,
Hajj and Wagf (JAWHAR) in 2007 had defined five items (shelter,
food, clothing, heath, education and transportation) as the main
components in determining had kifayah (necessity) of a household
which is based on Magasid al Sharia (the objectives of Syariah)
(JAWHAR, 2007).

The practical of Kelantan Zakat poverty line (Had Kifayah -
HK) is almost identical as the Government Poverty Line Income
(PLI) because it uses income or expenditure as the variable to define
whether the individual or household is poor or well-off and defines
the level of necessity needed by a household to sustain daily needs
(Rasool et al., 2011). However, the difference is that the PLI is set by
the Malaysia Economic Planning Unit at country level, while HK is
determined by the respective state zakat institutions. The PLI is set
based on household while the HK is determined based on various
variables such as the number of members in a household and age
group of members. The purpose of HK is to ease the process of zakat
distribution whereby the zakat center will be able to identify the
position of the applicants straightaway whether they are eligible
(poor, or hard core poor) or ineligible for zakat (Bakar and
Abdghani, 2011). Table 2 shows the Kelantan Zakat Poverty Line
(HK) based on household category for 2014.

TABLE 2
Kelantan Zakat Poverty Line (Had Kifayah) 2014 (MYR Per Month)
Region House Status Poor Hard Core Poor
Urban Owned 1,326.50 663.25
Rent 1,578.50 789.25
Rural Owned 906.00 453.00
Rent 1,104.00 552.00

Source: MAIK (2013).

Table 2 shows the necessity of a household in Kelantan
based on had kifayah. For example, a family with both parents
working, adult above 18 years old and working, a children aged 16
and aged 6 and live in owned house in urban area suggest the
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necessity of this household is MYR 1,326.50. If the monthly
household income is MYR 1,000, then this family is qualified to
receive the zakat because the household income is less than had
kifayah of this household (MYR 1,326.50). MAIK will distribute the
shortfall (kad kifayah gap) of MYR 326.50 to this family to fulfil
their basic needs. However, if the household income is MYR 1500,
then this household is not qualified to receive zakat. And if there is
any disabled household member or one with chronic illness, the total
amount of kad kifayah will increase. In Kelantan, for 2010, the
Kelantan Zakat Department (MAIK - MAIK) has set the HK for the
rural area as MYR 906 per month and MYR 1326.50 per month for
the urban area. It is noted here that the level of HK set by MAIK is
higher than the poverty line set by EPU, which is MYR 830 for all
the states in Peninsular Malaysia. Therefore, while all those below
the EPU poverty line are considered poor under the MAIK criterion,
not all of those below the Kelantan HK are poor according to EPU
classification.

4.3 MEASURING POVERTY

Three indices were used in order to measures the poverty which are
the head-count index (HC), the poverty-gap index (P) and the Sen’s
index (S).

4.3.1 HEADCOUNT INDEX (HC)

The head-count index measures the proportion of the population that
is poor. The index is:

1
(1) o4
n
where
q = number of people below the poverty line
n = total number of population.

Where q is the number of poor and n is the total population (or
sample). If 60 people are poor in a survey that samples 300 people,
then H = 60/300 = 0.2 = 20 per cent. This poverty measure simply
counts the number of the poor and checks the percentage of the total
population belonging to this category. HC takes on a value of 1 if the
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consumption expenditure (y;) is less than the poverty line (z) and 0
otherwise.

Almost all of the studies on poverty measure referred to the
head-count ratio as the most basic summary measure2. However, this
ratio is a very crude index of poverty. The disadvantage of this index
is that: 1) the headcount index does not take the intensity of poverty
into account; 2) it does not indicate how poor the poor are, and hence
does not change if people below the poverty line become poorer and
3) the poverty estimates should be calculated for individuals and not
households. If 20 per cent of households are poor, it may be that 25
per cent of the population is poor (if poor households are large) or 15
per cent are poor (if poor households are small); the only relevant
figures for policy analysis are those for individuals. Despite these
limitations, the head-count ratio is very widely used, either by itself,
or as a base for another measures. This includes Anand (1977, 1983),
Takayama (1979), Kakwani (1980), Foster, Greer, and Thorbecke
(1984), Atkinson (1987), Wright (1996), Ibrahim (2006) and Zheng
(2001).

4.3.2 POVERTY GAP INDEX (P)

The poverty-gap index (P) measures the extent to which individuals
fall below the poverty line, as a proportion of the poverty line. The
poverty gap (P) is expressed as the poverty line (z) minus actual
expenditure for the poor, with the gap being 0 for the non-poor.

2 q

where

P = Poverty Gap

g, =z-Y, = The income short-fall of the iy, poor,

Vi (z,y) = The weight attached to his income short-fall given
the income distribution y.

z = Poverty line

Vi = Income of individual |

q = Number of households in poverty (that is, with

income less than the poverty line, (2)



Difference Between Income and Expenditure Method in Measuring Poverty ... 17

More specifically, the poverty gap (P) is defined as the
poverty line (z) less actual income (y;) for poor individuals; the gap is
considered to be zero for everyone else. Therefore, the average
poverty gap is (z—m). The value of P is between O and 1 (0 <P <1)
whereas; P = 0 if everyone has income greater than Z, and P=1 if
everyone has zero income. However, there are two main drawbacks
with this index, namely it is completely insensitive to the number of
poor, and it does not take into account the inequality of income
among the poor. Thus, although it satisfies the monotonicity axiom,
it violates the transfer axiom as proposed by Sen (lbrahim, 2006).

4.3.3 POVERTY SEVERITY INDEX (SEN INDEX) (S)

The Sen’s index incorporates the information on the number of poor
(HC), the extent of poverty (P) and the Gini coefficient (Gg), as an
indicator of income distribution among the poor.

3 S = HC [P+(1-P) GP]
where

HC = The head-count Index HC;

P =The poverty gap Index PG;

G, = The Gini coefficient Gp, a measure of the distribution
of incomes among the poor.

The measure is based on the head-count ratio HC multiplied
by the poverty gap index (P) augmented by the Gini coefficient (Gp)
of the distribution of income among the poor weighted by [(1-P)], i.e.
weighted by the ratio of the mean income of the poor to the poverty-
line income level. The value of Gy will be lying between 0 and 1 (0 <
Gp < 1). Gp = 0 indicates complete equality in the income
distribution of the society. G, = 1 indicates complete inequality in
the income distribution of the society.

Measuring the depth and severity of poverty is important for
two reasons. First it complements the poverty incidence. For
example, there might be the case of some groups that have a high
poverty incidence but low poverty gap (humerous households are
just below the poverty line), while other groups have a low poverty
incidence but a high poverty gap for those who are poor (when
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relatively few members are below the poverty line but with
extremely low levels of income or consumption) (Coudouel,
Hentschel, and Wodon, 2002: Ibrahim, 2006). Second, the depth and
severity is important for the valuation of programs and policies
(Ibrahim, 2006). A poverty alleviation program might be very
effective at reducing the number of poor (the incidence of poverty).
However, it can be applied by lifting those who were closest to the
poverty line out of poverty (poverty gap) and improving their income
distribution (poverty severity) which can the letter can be applied for
long terms poverty alleviation policy. Other explanation such
situation of the very poor which have a low impact on the overall
incidence if it brings the very poor closer to the poverty line, but not
above it (Delamonica, and Minujin, 2007; Ibrahim, 2006). The Sen
index has the following properties (Lorenzo, 2005):

a. The Sen index has zero as its lower limit (0 < S) and the
headcount ratio (HC) as its upper limit (HC > S).

b. Scale invariant, as the Gini index is also scale invariant and both
the mean income of the poor and the poverty line are scaled by
the same factor.

c. Not translation invariant. When all incomes are increased
(decreased) by a given amount of money, S decreases (increases).

d. Fulfils the principle of transfers. By redistributing one currency
units from the richest to the poorest (nobody crosses the poverty
line), the Sen index decreases. It declines more if the receiving
poor cross the poverty line.

The poverty measures used in this study actually
complement each other. The headcount index gives a quick and
simple way to understand the incidence of poverty in a particular
area. However, this index does not indicate the level of poverty
among the poor and how income is distributed inside the poor group.
The headcount index will remain unchanged if anyone did not cross
the poverty line although their income is improving (Ravallion,
1998). The Poverty Gap Index tells us the percentage of the poor
mean income that is in short-fall from the poverty line (Ibrahim, P.
H, 2006). However, it only satisfies the measurement of how poor
the poor are but, it is completely insensitive to the number of the
poor involved. Furthermore, , neither of the measures gives adequate
information on the exact income distribution among the poor. In
order to examine the income distribution among the poor, the Sen
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Index is suitable because it incorporates all the information on the
number of poor, the extent of poverty short-fall per person and the
income distribution among the poor as well. The Sen Index does not
only measure poverty and the depth of poverty, but also includes the
distributional effects of the group of people living below the poverty
line (Ravallion, and Chen, 1997). For example, if income is
redistributed from the poorer to the less poor (without anybody being
lifted above the poverty line), neither the headcount index nor the
poverty gap index will reflect to this change. The Sen index,
however, will increase which indicates that poverty among the
poorest has become more severe. It is more sensitive to the income
changes of the poorest and less sensitive to the income changes of
those living close to the poverty line (Islam, and Shimeles, 2007).

5. RESULTS

This study utilizes the household head as the unit of observation.
However in certain cases, other member of the family (usually
spouse or the elder children) will be used as a respondent to replace
the absentee head of the household. Total samples for this study are
546 households from poor and needy family in Kelantan (Table 3).
Samples selection ranged from 55.5 percent (303) for urban and 44.5
percent (243) for rural area.

In this section we use the aggregate survey data to compare
the poverty condition in Kelantan using expenditure and income
poverty approach. Comparing the total amount of income and
expenditure in Kelantan shows that the total income is relatively
lower (MYR 226,926) than the total Household Expenditure (MYR
330 649). Table 4 shows the expenditure and income based character
of the study population.

Based on Table 4, we can see that the expenditure of the
poor and needy in Kelantan was 1.5 times higher than their income.
Results on the mean, median and mode also show that the
expenditure was also higher than their income. This indicates that the
poor expenditure approach estimated a higher number of poor people
in Kelantan compared to income approach. It is because the
expenditure approach not only estimated the needs of the poor but
also their demographic and social needs respective of the income
level in their expenditure patterns.
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TABLE 3
Respondent Profile
Frequency Per cent
Family Size
1-4 98 17.9
5-8 316 57.9
More than 9 132 24.2
Region
Urban 303 55.5
Rural 243 445
HH Gender
Male 292 535
Female 254 46.5
HH Education
No Formal Education 133 24.4
Primary School 153 28
Secondary School 146 26.7
Certificate & Higher 114 20.9
HH Status
Not Married 77 14.1
Married 130 23.8
Married Live Separated 70 12.8
Divorced 88 16.1
Widow/ Widower 181 33.2
HH Age
19-24 197 36.1
25-59 198 36.3
More than 60 years 151 21.7
Total 546 100
TABLE 4

Income and Expenditure Frequencies (Monthly)

Frequencies

Income (MYR)

Expenditure (MYR)

Mean

Median

Mode

Sum

Maximum

Minimum

Percentiles 25
50
75

Std. Deviation

416
325
423
226,926
1,495
195
252
325
737
156.858

606
503
754
330,649
2,258
288
313
503
1,093
119.170
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TABLE 5

Expenditure and Income Frequencies Based on Variables

Variables Expenditure (MYR) Income (MYR)

Mean Minimum Maximum Mean Minimum Maximum
Family Size
14 636 503 1,113 407 228 1,300
58 452 288 681 300 195 462
Morethan 9 750 752 2258 573 545 1,495
Region
Urban 609 1,188 2,258 438 715 2275
Rural 603 390 1413 381 715 1,286
HH Gender
Male 590 383 2258 382 365 1,300
Female 614 288 1,508 430 398 1,495
HH Education
ESUEZ;?? 522 503 1,143 312 228 1,040
g::'hrgzrly 681 545 1263 443 228 1,300
giﬁggfary 491 288 1431 348 325 1,86
Ei;:::rcate & 663 302 1,508 484 393 1,495
HH Status
Not Married 636 503 1,113 407 195 1,300
Married 506 288 2,258 365 228 1,286
g/'eir;z:’e;"ve 563 399 1079 407 325 715
Divorced 495 288 1,131 337 195 910
mggm r 639 288 1,358 468 195 1,495
HH Age
19-24 681 545 1263 443 228 1,300
25 - 59 491 288 2,258 348 195 1,286
Dgg:g than0  ces 302 1,058 484 195 1,495
Total 606 288 1,358 416 195 1,495
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Table 5 shows the difference in monthly income and
expenditure among the poor in Kelantan. The results indicate that the
lowest monthly expenditure require 31 per cent of poverty line to
reach the minimum level while the lowest monthly income requires
83 per cent of poverty line to achieve the minimum level. From this
we can understand the income method requires more information and
resource than expenditure method to understand their poverty
situation.

From Table 5 we can see that bigger size family, living in
urban area, female household head, has only primary school
education, widow/widower and aged 19 to 24 shows higher amount
in both expenditure and income. The results indicate the different
pattern of household’s income and how much they really need.
Furthermore, higher expenditure compared to income reflects that
the household has no saving, doing multiple job or relying on support
from relatives and government to sustain their higher expenditure.
For example, older people may have a higher expenditure on
medication while at the same time they do not have any economic
activities due to their age.

Table 6 shows results on types of poverty based on two
approaches. From 546 sampled households, 188 (38 per cent) were
detected as poor concurrently by income and expenditure poverty
measure. These households are impoverished, or poorest of the poor.
This is equal to 34.4 per cent from the total sampled households
(546) which both poverty indicators identified as poor and they
should be the priority in any poverty alleviation program. Then,
about 309 (62 per cent) were identified by either expenditure or
income approach. This indicates that a higher poverty dimension was
identified based on the expenditure approach; we can see that the
amount for second approach (at least expenditure or income
approach) were doubled than the first approach (both expenditure
and income approach). The first approach only includes those who
are poor in both approaches (income and expenditure) which are only
188 (38 per cent). However, during the second approach, which are
analyzed those who are poor in at least one approach the number
increased to 309 (62 per cent). Higher poverty line on expenditure
approach compared to income approach had increased the number of
those who are poor; the increase in the amount in expenditure
thresholds indicates an improvement in the livelihoods of the
households in poverty in accordance with expenditure measures.
Clearly, calculating poverty measures by expenditure not only



Difference Between Income and Expenditure Method in Measuring Poverty ... 23

yielded higher poverty rates and population but also indicate the
economic standards between the two different approaches.

TABLE 6
Poverty Dimension Based On Expenditure and Income Method
No. Type of approach Categorized as poor  Per cent
1 Both methods 188 38
2  One of the methods 309 62
Total 497 100

The results in Table 7 show the headcount index, poverty
gap and severity indices in Kelantan. The headcount index based on
expenditure method is 0.91 and 0.80 for income method. It shows
that 91 per cent of households are poor based on expenditure method
and 80 per cent of sampled households are destitute based on income
method. The result shows that, out of 546 sampled households in the
study area, 497 households were categorized as poor under
expenditure approach and 437 households were deemed as poor
under the income method. Expenditure method estimated higher
number of poor people than income method which is 1.14 times
higher. Furthermore, the expenditure method estimated that higher
family size, urban region, female household head gender, no formal
education, married and aged 19 to 24 has the worst headcount index
while for the income method family sized 5 to 8, rural area, female
household head gender, secondary school, widow/widower and aged
more than 60 years has the worst income headcount index. The result
shows that most of the poor in Kelantan have incomes above the
poverty lines but consumption below it.

The poverty severity index is harder to interpret as compared
to the two previous indices. The Sen Index has the advantage of
reflecting the level of income inequality among the poor, where the
higher the Sen Index, the greater the inequality of distribution among
the poor and thus the severity of poverty vice versa. The expenditure
method poverty severity shows that inequality among the poor is
more severe (0.05). But, as compared to expenditure approach, the
income method (0.02) shows a severe income inequality in Kelantan.
Based on variables, almost all variables have a higher poverty
severity compared to the total expenditure poverty severity in
Kelantan. The households head with no formal education has the
highest poverty severity (0.86) while married but living separately
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(0.40) has the second highest poverty severity in Kelantan.
Meanwhile the income method shows that households heads married
but living apart (0.51) have the highest poverty severity and 3
variables (family size 5 — 8, female gender and no formal education)
have more than 0.10 of poverty severity in Kelantan. This result
indicates that income method underestimates inequality among the
poor in the study area than the expenditure method.

TABLE 7
Kelantan; Headcount Index, Poverty Gap and Poverty Severity
. Expenditure (MYR) Income (MYR)

Variables e P 3 e P S
Family Size
1-5 0.7 0.5 020 05 0.2 0
5-8 0.5 0.4 02 06 04 0.2
More than 9 0.9 0.2 01 05 01 0
Region
Urban 0.7 0.2 01 04 01 0
Rural 0.5 0.4 01 05 0.2 0
HH Gender
Male 0.7 0.2 0.1 050 01 0
Female 0.8 0.3 01 07 02 0.10
HH Education
No Formal
Education 0.8 0.9 09 03 04 01
Primary School 0.7 0.5 02 04 0.2 0
Secondary School 0.6 0.4 02 04 0.2 0
Certificate & 0.4 02 01 030 01 0
Higher
HH Status
Not Married 0.3 0.5 0.20 0.70 0.2 0
Married 0.8 0.4 0.2 050 0.2 0
Married Live 05 06 040 04 07 05
Separately
Divorced 0.5 0.4 02 08 030 01
Widow/ Widower 0.7 0.2 01 09 01 0
HH Age
19-24 0.9 0.5 02 06 0.2 0
25-59 0.7 0.4 02 06 0.2 0
More than 60 0.5 02 01 08 01 0
years
Total 0.9 0.5 01 08 04 0

Note: HC is headcount index, P is poverty gap index, S is poverty severity index.
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6. DISCUSSION

The three poverty indices highlight several characteristics. First, the
poverty measures estimated using the expenditure method result in
higher poverty than that based on the income method. The results
show that the consumption based generates higher poverty
incidences compared to the income based welfare measurement
adopted by the government. Results of this study reveal expenditure
poverty line is 1.6 times higher than income poverty line. The
expenditure of the poor and needy in Kelantan was 1.5 times higher
than their income. This study also indicates that the lowest monthly
expenditure of household requires 31 per cent of poverty line to
reach minimum level and 83 per cent of poverty line to achieve the
minimum level based on income method. It shows that the income
approach needs more information and resource than expenditure
method to lift households from poverty. About 38 per cent (188)
from total sample were detected simultaneously as poor in either
income or expenditure poverty measure and these households are the
destitute, or poorest of the poor. Most of the poor, 309 (62 per cent)
were identified by either expenditure or income approach. Headcount
index shows that expenditure method estimated higher number of
poor than income method, 91 and 80 per cent of sampled households
fall under the poverty line in Kelantan using expenditure and income
methods. The poverty gap index was 0.51 for expenditure method
and 0.43 for income method in the study area. In Kelantan, about 51
per cent of the cash transfer based on poverty line is needed to lift
each poor person out of poverty following expenditure method
whereas only 43 per cent of the cash transfer based on poverty line is
needed to lift each poor person out of poverty under the income
method.

Second, the significant differences in the estimated poverty
incidences from the official measurement lie in three identified
factors: the choice of welfare measures (consumption or income
based); reference groups; and methods adopted. In this study, the
differences are on the choice of welfare measures where we can see
that using a different method of welfare measure changes the poverty
incidence. Based on expenditure approach the poverty incidences are
higher among the 9 and above family size, urban areas, no formal
education, married and aged 19 to 24. However, based on income
approach the results indicate that family sized 5 to 8, rural area,
secondary school, widow/widower and aged 60 and above have the
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highest poverty incidence. The different results between these
approaches shows that the information compiled in both approaches
are in different contexts. This suggest that those having higher
expenditure poverty incidence have higher household dependent
(children) in the family (9 and above family size, aged 19 to 24),
higher cost of living (urban), and less savings (no formal education
and married). While higher income poverty incidence is reflected
from low wage economic activity (non-paid activity) (rural area),
low economic contribution among family members (secondary
school, widow/widower) and they received higher social welfare
programs such as food stamps, medical aid, subsidies, work supports
and services relative to cash transfer (aged 60 and above). The results
support that the income method captures the household’s ability to
purchase the goods and services that it needs. It is because the
income is a measure of a household’s resources that can be used to
meet its needs, allowing for differences in individual tastes and
preferences. However, this approach does not take into account the
fact that people also satisfy their needs by means of non-monetary
resources, such as community networks and family support.

While data from household expenditure are fluctuate less and
may stay close to its long-run average compared to income which
make the expenditure method more reliable, the consumption may
understate the wellbeing and permanent income (i.e: life savings).
This suggests that large proportions of the poor are not income poor
but consumption poor. This coincides with a comparative study of
poverty based on different welfare measures in urban China. Knight
and Li (2006) found that poverty incidence for individuals who are
income but not consumption poor are lower than those who are
consumption but not income poor in urban China. They concluded
that the former experienced dissaving of 74 per cent while the latter
experienced dissaving not less than 42 per cent. Those with low
consumption relative to income are partly smoothing their
consumptions and saving due to high risk of unemployment. If the
poor in Malaysia have strong precautionary savings facing the risk of
unemployment, this indicates a need for greater public support of the
unemployed. Thus both methods have their own benefits and
drawbacks; it is up to the policy makers to decide the best methods
used in their poverty assessment.

Third, the result from this study indicates that households
head who has no formal education and married but live separate has
the worst poverty gap and poverty severity in both poverty
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measurement approaches. Having higher education can benefit the
poor because they can increase productivity, manage to adapt new
technologies, and have higher rates of innovation and invention
(Yusoff, 2011). It also can produce a better job opportunity and a
better income which can reduce their probability of becoming poor.
Education and training is one of the most important social
investments as it will bring benefits to a country in the long run (De
la Porte et al., 2012). Low job skills and low wages had caused the
poor to face disadvantage (Barros, Carvalho, and Franco, 2006;
Fiscella and Franks, 1997). Moreover, the status of the household
head is important in determining family poverty. From the results we
see that households’ head who married but live separate has the
worst poverty gap and poverty severity in both poverty measurement
approaches.

In Kelantan, non-partnered female (single mother) tend to
outnumber the non-partnered male (single father). Being a single
mother has more disadvantages where the lack of income
breadwinner among the family with lack of primary workers
(husband) in family had reduced the family income hence limiting
expenditure. This can be caused by lack of income breadwinner
among the family with lack of primary workers (husband) in family
had reduced the income of the family which limits their expenditure.
Moreover, married household head are more related to consume
more luxury food such as meat and beef compared to non-married
family head (Drescher and Roosen, 2010). Consuming higher price
items will significantly increase their expenditure. Further most of
married household head had a number of children in their family
which are can contribute to a higher consumption from the family
head. As regards the distribution of time, research confirms that
women devote more time to unpaid activities than men. This
indicates that they have longer working hours, which is harmful to
their health and nutrition (Buvini¢, 1997). What is more, women had
less time left for recreation and other activities than men did
(Milosavljevic, 2003). Thus, the results indicate that declining in
living separated will decrease poverty in Kelantan since high poverty
gap and severity among the married but live separate marital status.

Fourth, the results verify that high poverty incidence, extent
and severity, can also occur in developed area (urban) compared to
underdeveloped area (rural). Besides that, the poverty extent can be
extremely high in low poverty incidence area. It shows that, although
the number of poor people in that area is small, they might have a
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high poverty gap. For example, result from family sized 9 and above
shows that their poverty incidence is the highest among other
families. However, their poverty gap show that this type of family
suffers the lowest poverty gap. This situation implies that, even
though their poverty incidence (quantity) is worst (compared to other
family size) but their gap (quality) is lowest. It might be the case that
they have members below the poverty line these show extremely low
levels of expenditure.

7. CONCLUSION

The poverty measure shapes our understanding of how many people
are in poverty, who is poor, and how much poverty goes up or down
when economic conditions and policies change. Results from this
study support the previous poverty measures scholars’ argument on
expenditure as the best indicator for household welfare measurement
than income. Thus, the poverty alleviation agency in Malaysia
should assess poverty based on expenditure of the poor because it
reflects the true poverty phenomenon in this country. Any effort to
reduce or eliminate poverty requires understanding poverty. Thus
poverty measures become more important in the way that we see
poverty. Poverty measurement is important because it can bring
attention to poverty; by understanding the real nature of poverty the
nation can come up with the right definition, and set up a proper
policy to overcome it. The politicians use the poverty measurement
for resource allocation, targeting certain groups or locations, as well
as designing policy programs. The government will use the poverty
measurement for welfare assistance, medical or international aid,
among others; and policy programs directed at helping the poor
which are essential and affect people’s lives. Thus, as one of the
important tools in developing the economics of a community,
society, state or country, poverty measurement should be more
culturally and socially defined irrespective of the social income level
and the cultural needs.

ENDNOTES

1. For example, see Ravallion (1992), Shirazi (1994), Nasim (1994),
Ahmed (2004), Ibrahim (2006), Shimeles and Thoenen, R. (2005),
Osberg and Xu (2005), Blisard and Harris (2002) and Zain (2007).

2. m = mean income of the poor
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3. The monotonicity axiom: all other things being equal, a reduction in the
income of a person below the poverty line must increase the poverty
index; see Sen (1976).

4. The transfer axiom: all other things being equal, a pure transfer from a
person below the poverty line to someone who is richer, but may still
be poor, must increase the poverty index. See Sen (1976).
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