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1. Introduction

During the last five decades, different approadiese been used in explaining the concepts and
measurements of poverty in developing countriese Barlier approach was using single
indicator to measure poverty. This approach of pgveoncepts and measurements was
criticized by many people who think measuremenp@ferty must include variables other than
the level of consumption or income. Actually thdityt (welfare) of the people was not only
affected by income or consumption but also by mmome like health, education, water
supply...etc. To solve the limitation of the singledicator of poverty measurements, few
composite indexes of poverty measurements have lmdmduced by different international

institutions during the last two decades includifgted Nation (UN).

In their latest effort, United Nation Developmentogram (UNDP) and Oxford Poverty &
Human Development Initiative (OHPI) introduced theew multidimensional poverty
measurement which attempted to include more additiovariables in the measurement of
poverty. The new poverty measurement is known a#tidlimensional Poverty Index (MPI).
According to MPI, 90 percent of Ethiopia people aneler poverty line which put Ethiopia 163
out of 104 developing countries. What strikes miésfailure of the report to reflect the current

reality of the country.

It is an open secret regarding the efforts of tlow&Bnment of Ethiopia (GoE) to make poverty
history in the country. To realize this dream, government prepared and implemented a full-
fledged policy framework during the last ten yedgspecially since 2004/05, the Plan of
Sustainable Development to End Poverty (PSDEP) e implemented with remarkable
success. Even recently, evaluating the PSDEP peafuce, the new Growth and Transformation
Plan (GTPJ which is expected to achieve food self- suffickerat the end of the plan year
(2015) has been released for public debate. Thougled time to comment on the visibility of

! Teshome A. is an Assistance Professor at Ethiopid $2rvice College. E-mail address:feysaduu@yatmom
2 The Growth and Transformation Plan (GTP) expetdue implemented between 2011 and 2015.
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the new government GTP, | do not have any doularddgg the successful performance of the

economy during the last few years.

Contrary to this fact, the latest OPHI report givee wrong impression for many readers
regarding the economic performance of the courfor. instance, accepting this new report,
some writers started to question the economic pmdace of the country. My problem is not

why Ethiopia’s poverty intensity is high as compmhte other developing countries; rather my
concern is what happens to all success storiesioneqt during the last few years by GoE and
other International Institutions like World Bankdamternational Monetary Fund (IMF). Then,

using this opportunity, | will try to present thew multidimensional poverty measurement and

analyses the economic performance of Ethiopia duhe last five years.

This article has six sections including introduntid@he next section presents the concepts and
different types of composite index of poverty meaments. It focuses in explaining the two
different types of multidimensional approaches olgrty measurements. The third section
explains the new multidimensional poverty measuramé&he fourth section presents and
analyzes the success story of the Ethiopian ecomvalimngh was not considered by the latest new
multidimensional poverty measurements. The fiftitisa identifies the major limitations or

problems of MPI from the Ethiopian context. The ksection is a summary.
2. Composite Index of Poverty M easurements

Poverty is defined as the inability of the people to attdie minimum level of living standard.
Poverty includes many aspects like lack of freededucation and health, inability to participate
in decision-making, lack of personal security, itigbto participate in the life of a community
and threats to sustainability and intergeneratieqaiity etc. which cannot be measured. Various
international institutions have tried to introduaenumber of composite indexes of poverty

measurements.

Few of the composite indexes have tried to add naarble in the measurements of poverty.
Human Development Index (HDI) and Human Povertyein@HPI) are some of the composite
index which was introduced by the UN. The HDI issammary of human development. It

measures the average achievement in a country riee tibasic dimensions of human

% Poverty has many faces, changing from place toepdand across time, and has been described in weys;
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development: A long and healthy life, as measungdife expectancy at birth; Knowledge, as
measured by the adult literacy rate (with two-thirgight) and the combined primary, secondary
and tertiary gross enrollment ratio (with one-thivdight); and a decent standard of living, as
measured by GDP per capita in purchasing powetyp@?PP) terms in US dollars. The HPI

measures deprivation in the three basic dimengibhaman development:

» A long and healthy life-vulnerability to death atedatively early age as measured by the
probability at birth of not surviving to age 40;

» Knowledge-exclusion from the world of reading amdnenunication, as measured by the
adult illiteracy rate;

» A decent standard of living-a lack of access toraleeconomic provisioning as
measured by the unweighted average of two indisatbe percentage of the population

not using an improved water source and the pergergachildren under weight for age.

Both human development and human poverty are defmeerms of the ability of the population

to acquire and use capabilities. The Human Deveéopprindex measures deprivation in terms of
the absence/prevalence of the capabilities to aequnid use three essential elements of human
life: longevity, knowledge and a decent standartiviaig. The HDI and HPI have been criticized
for not including additional dimensions, such assthidentified as human rights or within the
MDGs. We very much wished the MPI to include adxhisl vital dimensions. Unfortunately, we
can state categorically that comparable data dicgerit quality are not available from the same
survey in the public domain for 100+ less developedntries to considamny other dimensions,

nor to include consumption data (OPHI, 2010).

3. New Composite Poverty Measurement by Oxford University and UNDP

Recognizing the limitation of HDI and HPI, in thdmtest effort, UNDP and OPHI, have
presented the new composite poverty measuremens Mmaw measurement is called
Multidimensional Poverty Index (MPI). MPI is an exl of acute multidimensional poverty. It
reveals the combination of deprivation that bat@rsousehold at the same time. It reflects
deprivation in education, health and living stanldor people across 104 countieShe health
dimension is measured by using chiftrtality and nutrition. The education dimensismmeasured
by years of schooling and child enroliment. Thet ldsnension is living standard which is

measured by the availability ofeetricity, drinking water, sanitatiofilooring, cooking fuel and assets.
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In the report, the OPHI forwarded their argument$avor of the chosen dimensions. First, parsimony:
having only three dimensions simplifies compariseiith income poverty measures. Second, consensus:
while there could be some disagreement about theppateness of including work, empowerment, or
physical safety in a poverty measure, the valueeadth, education, and basic standard of livingaides

is widely recognized.

Third, interpretability: there are substantial fatures and fields of expertise on each of these
topics, which will make the analysis of the MPIieasFourth, data: while some data are poor,
the validity, strengths, and limitations of variousdicators are well documented; such
documentation is not as developed in domains saamgowerment. Fifth, inclusivity: human
development appreciates both the intrinsic andrisieumental value of these dimensions. These
same dimensions are emphasized in human capitabages that seek to clarify how each

dimension is instrumental to income growth.

Each dimension is equally weighted; each indicaifithin a dimension is also equally weighted
(OPHI, 2010). The data sources are from differemvesys conducted in selected developing
countries: the Demographic and Health Survey (DHIS, Multiple Indicators Cluster Survey
(MICS) and the World Health Survey (WHS). But duelack of data, the report takes the
available data between 2000 and 2010. Here, a holdses identified as multidimensional poor
if and only if it is deprived in some combinatiofindicators whose weighted sum exceeds 30
percent of all deprivation. Those people who wereolved in introducing the new index
acknowledged that the indexes not include all th®rmation that needed to indicate the

intensity of poverty.

4. Economic Performancein Ethiopia

OPHI used DHS, WHS and MICS between 2000 and 20iCEthiopia the last DHS is
conducted in 2005 and Welfare Monitoring Survey (8)Ms conducted in 2004/05. This
indicates that the latest OPHI report used 2004 2045 survey to compute MPI in Ethiopia.

The purpose of this section is to present the eoom@erformance of the country between

4 The poor households are identified and an aggregatesure constructed using a methodology propogédkire
and Foster (2007, 2009).



2004/05 and 2008/09 which are not considered by IOPét me try to put the change of the
economy based on major economic indicators: Grossd3tic Product (GDP), Per Capita
Income (PCI), education provision (number of scepolmber of students and number of class
rooms), water supply coverage (national, rural arntan)health service coverage (number of
hospital beds, number of health officers and nunalb&ealth centers).

Gross Domestic Product (GDP): It is the total damgsroduct produced in the given period
(Usually one year) in the country. In Ethiopia tbeal real GDP was 83 billion birr in 2004/05,
which reached to 127 billion birr in 2008/09. Ttealr GDP during this period was increased by
52 percent. In average, per year, the real GDReasad by 10.4 percent which is above the 7
percent planned to meet millennium development gbgloverty reduction. The growth in real
GDP would reduce poverty incidence by 10.8 perc&nthe end of 2008/09 the income poverty
index reduced to 29 percérids compared to 39 percent in 2004/05. On the dider the per
capital income is also increased per year by 9r8em¢ during the same period. The increase in
real GDP and per capita income strongly contributethe decline poverty incidence based on
the income poverty measurements. The growth of @GP and per capital income is not the
only indicator of the performance of the economybthe decline in poverty. Recognizing this

fact | incorporated the other social indicators.

As mentioned above, the variables included in uisderal indicatdt are: education, health and
water supply coverage. The provision of educatiaygpsignificant role in improving the living
standard of the household. In this regard, the mundd schools increased from 17,219 in
2004/05 to 30,301 in 2008/09. During these yeats] hew number of schools constructed was
13,082. In the same year the number of teacharsbar of students and number of class rooms

increased by 71.5, 33.7 and 3.4 percent respegtivel

> Just to remind my reader, the real GDP excludehiamge in the pricelt shows only the change in the monetary
value of real production and service produced duttre mentioned years.

®If I consider the change in price, GDP increasechf106 billion birr 2004/05 to 336 billion in 20@®. This GDP
called the nominal GDP which include both the cleaimgprice and change in the real output.

" The estimation conducted based on the 7 percenbetic growth that expected to reduce poverty i by
halve at the end of MDGs.

8 | am not saying these are the only social indicdtat show change during the s study year. Igan$t want to
mention few of the change during the last few years



Table 1: Selected indicators of economic performancein 2004/05 and 2008/09

Real GDP (In million Birr) 83,804 127,737 52.4
Per Capita Income (in USD) 143 217 49.6

Education dimension

No. of schools 17,219 30,301 78.0
No. of teachers 188,717 323,576 71.5
No. of students 12,180,775 16,281,590 33.7
No. of class room 122,323 126,455 3.4

Access to water supply

Rural water supply 31.4 61.5 95.8
Urban water supply 83.1 88.6 6.6
National water supply 39.4 66.2 68.0

Health service dimension

Number of hospitals 7845 13,808 76.0
Number of health Centers 713 1188 66.7
No. of health officers 608 1749 187.7

Source: NBE, 2008/09 and CSA, 2009

The second variable which is showing the perforraasfdahe economy is the provision of water
supply. Availability of water supply is one of theelfare indicators which increase the health
status of the household and at the same time wgnas extra time for households to involve in
wage earning activities. The national drinking watepply increased from 39.4 percent to 66.2
percent. In terms of urban and rural area: the matpply in the urban area increased from 31.4
percent in 2004/05 to 61.5 percent in 2008/09.he trban areas the drinking water supply
increased from 83.1 percent to only 88.6 percenther same period. The new water supply
policy and institutional reform in the sub sectantibuted for the improvements of water

coverage in the national and rural area.



The other indicator of the performance of the eocoyds the provision of health service.
Government prepared the health sector developnmregtgm to improve the health coverage in
the country. The health sector program includesvities like the health extension program,
maternal health service, immunization, improvingital services, construction of health center
and malaria and TB prevention and control. During kast five years the number of hospital
beds increased by 5963. It increased by 76 pence2it08/09 as compared to 2004/05.The other
indicator like the construction of health centensl mumber of health officers increased by 66
and 187 percent between 2004/05 and 2008/09. Suem@arovement in health infrastructure
would improve the health status of the people whiat an impact on the intensity of poverty.

There are various other changes recorded duringptitdew years which | have not mentioned
here. For instance the government has undertakiemt ¢d control food security through
National Food Security ProgrdniThe Program rests on three pillars: increasiregavailability

of food through domestic (own) production; ensuragess to food for food deficit households;
building household asséfsand, strengthening emergency response capabilfties Voluntary
Resettlement Program has been intended to cree¢ssato land for food insecure households
who live in highly degraded and over populated gaift the country. The program started in
2002/03, and considerable progress has been made #ien. Up to 2006/07 around 178
thousand household had voluntarily resettled taaaoé their food security. In 2006, the number
of Safely Net Program beneficiaries increased t& fillion and the same number of
beneficiaries (MoFED, 2006/07).

Someone can see from the above presentation diirtdreased effort of social development in
the country. Though, there is absence of effedtigétutional coordination during the last five
years, the government has done its level besthigae the majority of its development plan. But
the groups of people who did not know anything alithiopia’s economic performance use old
figures to rank the country as before. | do notehamy problem to include more dimensions to
measure poverty. | hope all OPHI members acceptvilae of Ethiopia MPI is overestimated

due to excluding the recent economic performandbearcountry.

° The National Food Security Program seeks to enfaod security for five million chronically food iesure
people and another 10 million who are badly affédte shortages in drought years.
19 Building Household Assets: Asset depletion hasiimmsidered as one of the principal causes of foseturity
in the country.
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5. Limitation of the new poverty measurement

In poverty measurement someone must apply the ldé¢s and information. This may represent
the current situation of a given country to suggesiesign appropriate polity. Accordingly, the
main purpose of OPHI should be to show the sevefifyoverty in developing countries in order
to set proper measures to reduce poverty. Thiscmad be used to target the poorest, track the
Millennium Development Goals and design policiestthirectly address the interlocking
deprivations of poor peoples’ experience (OPHI, ®0JAlthough | do not have stronger
evidence about other countries, | can disagree thagtoutcome of MPI in presenting Ethiopia’s
recent level of poverty intensity. This happened tluthe absence of latest data, equal weighting

problem and missing observation.

To start with, the first limitation of the MPI frofathiopia’s context is the absence of latest data
on demographic and health survey. The study us@d/@8 welfare monitoring survey and 2005
demographic health survey. Both surveys cannoesgmt today’s Ethiopia poverty intensity. As
| explained above in section 4, many changes haea bbserved in the country since 2004/05.
Unlike the years before 2004, no significant ecorworolatility has been observed in the country
except the inflation and lack of foreign reserve2B08 and 2009. Even these problems were
easily maintained (controlled) without aggravatthg intensity of poverty in the country. Here
my problem is with the information applied in theseasurements sine they lack the latest data
and don’t provide relevant feedback for policy nraker international institutions. My question
then becomes “what do they really want to tell/adei Ethiopia government?” by using 2004
outdated data. The government is already awarbeofrtultidimensional nature of poverty and

due to this fact has invested and is still investiriot of money in all poverty related activities.

The second problem of MPI is equal weighting protseln this regard, as mentioned by one of
the co-writers of the new multidimensional apprqaitiey are ready to talk about the proper
weighting system. Like other people | believe thas not fair to give equal weight for child

mortality and nutrition level in the same family.eWhust have some form of different weighting
mechanisms based on household level survey. At $ssseone must contact the household to

know the extent of child death and nutrition lewetheir living standard rather than decide the



weighting in the office. In the family where thember of children is high, the death of a child

may have less impact as compared to level of fanriir otherwis®"

The last critic of the new measurements is missihgervations/variables. The new poverty
measurement does not include all variables relavegoverty. In this regard they already
acknowledged the index has not included all theendadion. The index used only ten indicators.
At least when we compare it with the MD&st is less by thirty eight indicators.

6. Summary

During the last few decades, many efforts have lbeelertaken to explain and measure poverty.
Today no one guestions the importance of compasiiex to measure poverty in developed and
developing countries. That is why OPHI introduckd hew multidimensional measurements of
poverty which is expected to replace HPI. It iseartouraging move to improve the poverty
measurement by including more variables in the medex. But the lack of up to date data,
weighting methods and missing variables affects ¢ffectiveness of the new MPI. The
economic change observed since 2004 reduces tHeittg of the new ranking report from
Ethiopia’'s context. The OPHI must consider the datgevelopment in developing countries
rather than using the old data only to calculae itidex. If their intention is to advise the
Ethiopian government, what currently exists in ¢bentry today is completely different to what
it was in 2004. That means their advice does ntit hater for anyone who has witnessed the
outstanding economic performance of the countrynduthe last five years. Unless they retract
their analytical mistake and improve the MPI ragkioy reflecting the objective reality, their
latest ranking cannot go beyond paper work.
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