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FOREWORD

Towards the end of 2013, the Social Inclusion and Poverty Reduction Unit of the Government of
the Republic of Serbia, in collaboration with the Center for Social Policies and Center for Liberal-
Democratic Studies, launched a comprehensive project titled Absolute Poverty and Trends in
Measuring Poverty in the Republic of Serbia. The project was conceived in response to the absence
of official data on absolute poverty after 2010, as well as to the need to shed light on new trends in
measuring poverty and their impact on the Republic of Serbia.

The project comprises two components: one (whose contents are presented below) aimed at
reviewing in detail the poverty monitoring options and recommending measures for further
monitoring in the Republic of Serbia, and another aimed at presenting a detailed poverty profile in
the period 2011-2013, thus filling the existing data gap.

Until 2010, poverty was monitored in Serbia under the absolute poverty concept, whereas the
relative poverty concept and measurement based on EU indicators were first applied in the First
National Report on Social Inclusion and Poverty Reduction. The data on absolute consumption
poverty were last officially published in 2010 and have not been monitored as part of official
statistics since then, despite the fact that they have been included among country-specific financial
poverty indicators (Tim za socijalno ukljucivanje i smanjenje siromastva i Republicki zavod za statistiku,

2010, 19).

The study below has two goals. First, to present different poverty notions, concepts and measurement
methods, and second, to review options and propose measures for further poverty monitoring in the
Republic of Serbia.



| INTRODUCTION

According to estimates, as recently as 200 years ago, 84% of the world's population was poor
according to the poverty line of S1 per day. In Europe at the time, poverty was equated with not
owning wealth as it inevitably meant that survival and subsistence depended solely on the supply of
unskilled labour (Ravallion, 2013, 7-8). When work was scarce, crime and begging proliferated, and
poverty began to be perceived as social pathology. Unlike in the middle ages, characterised by the
predominantly tolerant view of the poor, who were part of God's order and hence not responsible
for their position, when renunciation of earthly goods and voluntary poverty were regarded as the
ultimate virtues and helping the indigent as a duty, in the period from 16™ to 18" century the view
that poverty was a result of laziness and an individual's personal responsibility became prevalent
(Hanson, 1997, 192) (Gordon, 1988, 308). At the broader social level, mercantilism, as the prevailing
economic philosophy, entailed the view that poverty was a prerequisite for economic growth since
"hunger would encourage work", and an adequate supply of cheap labour was essential to export
and, therefore, also to development (Ravallion, 2013, 8-9).

Nowadays, poverty is most commonly regarded as a multidimensional concept. The dimensions
identified as significant for understanding and conceptualising the notion of poverty are material
living standard (income, consumption and wealth), health, education, personal activities including
work, political voice and governance, social connections and relationships, environment and
insecurity (of an economic and physical nature) (Stiglitz, Sen, & Fitoussi, 2009, 14).
Multidimensionality is also clearly reflected in the comprehensive official definitions accepted by the
European Union and United Nations.

The European definition of poverty was first agreed in 1975 and is considered to be the official
definition, used by the European Union: "People are said to be living in poverty if their income and
resources are so inadequate as to preclude them from having a standard of living considered
acceptable in the society in which they live. Because of their poverty they may experience multiple
disadvantage through unemployment, low income, poor housing, inadequate health care and barriers
to lifelong learning, culture, sport and recreation. They are often excluded and marginalised from
participating in activities (economic, social and cultural) that are the norm for other people and their
access to fundamental rights may be restricted" (Council of the European Union, 2004, 8).

In the Copenhagen Declaration of the United Nations on Social Development, overall poverty is
defined as "lack of income and productive resources sufficient to ensure sustainable livelihoods;
hunger and malnutrition; ill health; limited or lack of access to education and other basic services;
increased morbidity and mortality from illness; homelessness and inadequate housing; unsafe
environments; and social discrimination and exclusion. It is also characterised by a lack of
participation in decision-making and in civil, social and cultural life." Absolute poverty, on the other
hand, is defined as "a condition characterised by severe deprivation of basic human needs, including
food, safe drinking water, sanitation facilities, health, shelter, education and information. It depends
not only on income but also on access to social services” (UN, 1995, 57).



One of the broadest approaches to comprehending poverty in the academic world is attributed to
the Nobel laureate Amartya Sen, who argues that, in studying standard of living, the focus should
not be on opulence, but on what an individual is capable of doing or being, what life he is capable of
living with the available resources (Sen, 1985, 34) (Stiglitz, Sen, & Fitoussi, 2009, 143). "UWhat's
important in Sen’s model is not whether a person owns a car or a mule or a bicycle, but whether
they are capable of getting to where they need to go" (Braithwaite & Mont, 2008, 14). If poverty is
understood as poor living (Sen, 2000, 3), Sen's "functionings and capabilities" model presents a
considerable challenge in terms of measuring poverty and quality of life. Yet, as stated in the Report
by the Commission on the Measurement of Economic Performance and Social Progress (known as
the Stiglitz-Sen-Fitoussi Commission), "most data generally refer to functionings (i.e. description of
individuals’ states) rather than to capabilities (i.e. the set of opportunities that are available to each
person). However, many functionings, such as health and education, also determine capabilities (to
consume, to move, to participate)" (Stiglitz, Sen, & Fitoussi, 2009, 153). Two composite indices for
measuring poverty in society have been developed on the basis of Sen's functionings and capabilities
model, namely the Human Development Index (combining three indicators in three dimensions —
income, health and education) and the Multidimensional Poverty Index (with ten indicators in three
dimensions — education, health and standard of living).

Analyses of individuals' standard of living are still mainly focused on the material dimension only and
its measurement, primarily under the absolute and/or relative poverty concepts. Absolute poverty
represents the inability to meet the minimum, basic needs, while relative poverty entails the inability
to achieve a standard of living adequate from the perspective of the society in which an individual
lives.

Despite frequent conflicts between the advocates of the two concepts, another possibility is to think
in terms of formulating basic needs in the context of a given society, thus reflecting a consumption
model that differs at different development levels (Atkinson et al., 2002, 30). This model also entails
a clear temporal dimension, or, as pointed out in the early 1960s by Mollie Orshansky in defence of
her poverty line concept in America, "yesterday's luxuries become tomorrow’s necessities"
(Orshansky, 1965, 5). Given that the line is defined on the basis of actual consumption models, she
also calls it the "relative absolute measure of poverty", since it reflects the standard of the overall
population, rather than only the poorest (Fisher, 1992, 6).

That national absolute poverty lines are higher in countries with higher standards is substantiated by
data, which means that poverty lines are, in the social and cultural sense, certainly "country-specific”
and that, in all countries save the poorest ones, they exceed the psychological minimum of mere
subsistence (Ravallion, 2010, 12).

In the context of his model, Sen is of the view that the capabilities relevant to a minimum standard
(not be hungry, for example) should always be defined in the same way, in absolute terms, i.e.
independently of the development level, whereas the material resources required to fulfil those
capabilities vary widely, depend on numerous factors and are relatively higher in richer societies than
in poorer ones. "The same absolute level of capabilities may thus have a greater relative need for
incomes (and commodities)” (Sen, 1998, 299).



As a complementary concept, that of subjective poverty has developed; it entails individual
assessment of one's material status. Despite scepticism surrounding the use of subjective data, there
are also views that they may provide relevant information on well-being that cannot be obtained
through standard methods, on the basis of objective data (Ravallion, 2011, 15).

As material poverty is a complex phenomenon as well, different measures facilitate insight into its
scale and structure from different perspectives. Measures, thus, may be objective (measurement by
income and consumption) or subjective, when an individual's perception of his material
circumstances is taken into account. According to a different classification, measures may be
indirect, such as poverty measurement by income, when one's income serves as the basis for the
assessment what his standard might be, rather than what it actually is. Direct measures, on the other
hand, facilitate assessment of one's material status on the basis of consumption or on the basis of
indicators highly correlated with poverty, such as, for instance, extraordinarily unfavourable and
inadequate housing conditions. Finally, measures may be monetary (income) and non-monetary
(material deprivation indicators). Essentially different measures used to measure material standard
and the material dimension of poverty are complementary, since, just as one's standard of living may
be relatively low despite high income if this income is spent on medications, another's consumption
may be low even with relatively decent income, as a result of saving or supporting relatives living in a

separate household. [




















































































