ELLELEE L ET T T L L e

.

URBAN POVERTY

IN ASIA

ASIAN DEVELOPMENT BANK



URBAN POVERTY

IN ASIA




© 2014 Asian Development Bank

All rights reserved. Published in 2014.
Printed in the Philippines.

ISBN 978-92-9254-663-2 (Print), 978-92-9254-664-9 (e-ISBN)
Publication Stock No. RPT146730-2
Cataloging-In-Publication Data
Asian Development Bank.
Urban poverty in Asia.

Mandaluyong City, Philippines: Asian Development Bank, 2014.

1. Urban Poverty 2. Asia |. Asian Development Bank.

The views expressed in this publication are those of the authors and do not necessarily reflect the views and policies of the
Asian Development Bank (ADB) or its Board of Governors or the governments they represent.

ADB does not guarantee the accuracy of the data included in this publication and accepts no responsibility for any consequence

of their use.

By making any designation of or reference to a particular territory or geographic area, or by using the term “country” in this
document, ADB does not intend to make any judgments as to the legal or other status of any territory or area.

ADB encourages printing or copying information exclusively for personal and noncommercial use with proper acknowledgment
of ADB. Users are restricted from reselling, redistributing, or creating derivative works for commercial purposes without the

express, written consent of ADB.

Note:
In this publication, “$” refers to US dollars.

6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444

Fax +63 2 636 2444

www.adb.org

For orders, please contact:
Public Information Center
Fax +63 2 636 2648
adbpub@adb.org

ﬁ Printed on recycled paper



Contents

List of Tables, Figures, and Boxes

Acknowledgment

About the Author

Abbreviations

Introduction

Nature and Dimensions of Urban Poverty

Moving beyond the Income-Consumption Poverty: Inequalities, Shelter, Services, and Livelihoods
Who Are the Urban Poor—Women, Children, Youth, Minority Groups?

Poverty and City Size

Exploring the Link among Urbanization, Income (GDP), and Urban Poverty

Public Policy Responses to Urban Poverty: Selected Asian Economies

Asia’s Urban Poverty and What it May Mean for the People’s Republic of China and ADB
Annex Tables

Bibliography

vi
vii

viii

1
20
24
26
32
50
55
75




H

List of Tables, Figures, and Boxes

Tables
1

00O NOYUT DN WN

9
10
1
12
13
14
15

16
17
18
19
20
21
22

Figures
1

O 00O NOYUTMNWN

Tracking Poverty: Asia and the Developing World

Asia: Subregional Shares of the Poor

Proportions of the Poor, Rural and Urban

Numbers of the Poor, Rural and Urban

Is Asia Entering into the “Urbanization of Poverty” Trap?

The $2.15/day Urban Poverty Estimate

Urban Poverty Assessment—National Level Poverty Lines

Rural and Urban Poverty Gap Ratios and Gini Indices: People’s Republic of China, India,
and Indonesia

Informal Settlements Population in Asia

Economic Impact of Poor Sanitation

Working Poverty: World and Asian Regions, 2002 and 2012

Urbanization, Gross Domestic Product, and Urban Poverty: A Synoptic View
Urbanization and Urban Poverty

Gross Domestic Product and Urban Poverty

People’s Republic of China’s Urban Poverty Line, Size of Poor Population, and Absolute
Rate of Poverty, 1998-2007

Population in Informal settlements in the People’s Republic of China
Headcount Rates of Povertya, 1991-1992 to 2010

Number and Percentage of the Poor, India

Urban Poverty in Pakistan

Poverty Estimates in Cambodia, 2009

Poverty Rates and the Poverty Gap, Viet Nam

Country-Specific Interventions for Urban Poverty Reduction

Poverty-Population Trends

City-Level Gini Coefficients: Asian Cities

Per Capita Income and Urbanization Levels Across Asian Countries, 2011
Urbanization and Urban Poverty: Selected Asian Countries

Gross Domestic Product and Urban Poverty: Selected Asian Countries
People’s Republic of China’s Urban Transition

Bangladesh’s Urban Transition

India’s Urban Transition

Pakistan’s Urban Transition

33
35
36
38
41
42
47
51

13
27
30
31
34
37
38
40



List of Tables, Figures, and Boxes

10  Cambodia’s Urban-Rural Population Growth Trends 43
1 Indonesia’s Urban Transition 44
12 Philippines’s Urban Transition 46
13 Viet Nam’s Urban Transition 48
Boxes
1 Measuring Poverty 3
2 Urbanization of Global Poverty 6
3 National Urban Poverty Lines 9
4 Whatis an Informal Settlement? 14
5  Definition of Improved and Unimproved Sanitation and Water Supply 15
6  Economic impacts of inadequate sanitation in India by categories, 2006 17
7 Economic Importance of Sanitation 17
8  Rights of the Child 22
9  The Global Rise of Youth Unemployment 23
10 Private Sector’s Housing Involvement in Manila’s Informal Settlement Communities 47
Appendix Tables
1 Aggregate Poverty: Regional Aggregations 1990, 2008, and 2010 55
2 Aggregate Poverty: Regional Aggregations 56
3 Urban and rural poverty measures using a poverty line of $1.08/day: Regions and the World 56
4 Proportion of Population below the Overall, Rural and Urban Poverty Line: Asian Economies 57
5 Absolute Number of Poor: Overall, Rural and Urban 59
6  Rural and Urban Poverty Gap Ratios and Gini Indices: People’s Republic of China, India,
and Indonesia 60
7 Slum population Some Asian countries: 1990, 1995, 2000, 2005, 2007, 2009 60
8 Distribution of households by type of residence: Some Asian countries: 2000-2005 61
9  Progress on Sanitation and Drinking Water: Urban Asia: Economy Estimates, 2000-2010 62
10  Education and Health Attainment Levels: Asian Economies, 2010 64
1 Government Expenditures on Education and Health: Asian Economies, 2011 66
12 Social Protection and Labor Rating and Government Expenditure on Social Security
and Welfare: Asian Economies 68
13 Status of Employment: World and Asian Regions, 2002 and 2012 70
14 Population by Age Groups: Asia and Asian regions, 2000 and 2010 70
15 Youth (15-24) Unemployment Rate: World and Asian Regions, 2002 and 2012 71
16 Urbanization and Per Capita Gross Domestic Product: Asian Economies, 2011 71
17 Sanitation-Country Results 73
18  Water-Country Results 74

-




Acknowledgment

This paper was prepared by Om Prakash Mathur, distinguished professor of urban economics, National Institute
of Urban Affairs, New Delhi for the International Policy Workshop on Urban Poverty and Inclusive Cities in Asia,
organized by ADB and held on 24-25 June 2013 at Sugian, People’s Republic of China, and financed by a regional
technical assistance project on Promoting Partnership for South-South Cooperation.

The author wishes to thank ADB staff Armin Bauer, J6rn Brommelhorster, and Florian Steinberg for their guidance
and comments.

The author wishes to thank also Dibyendu Samanta for his assistance in the preparation of this paper and Usha
Mathur for word processing the script.



About the Author

Om Prakash Mathur is a distinguished professor of urban economics at the National Institute of Urban Affairs, New
Delhi, India. He held the Infrastructure Development Finance Company chair in urban economics and finance at
the National Institute of Public Finance and Policy, New Delhi for over 15 years. He served from 1978 to 1984
as senior economic planner at the United Nations Centre for Regional Development, Nagoya, Japan; and from
1975 to 1978 as a United Nations senior regional planning adviser and project manager with the Government of
Iran. Professor Mathur holds a master’s degree in economics from the Delhi School of Economics and has done
graduate work at the Massachusetts Institute of Technology, Cambridge; and Harvard University, Cambridge.

Professor Mathur is a member of the Prime Minister’s National Review Committee on the Jawaharlal Nehru
National Urban Renewal Mission JNNURM). He is also a member of the advisory committee of the ADB-GTZ
Programme on City Development Initiative for Asia (CDIA) and of the advisory committee of the World Bank’s
Global City Indicators Facility (GCIF).

The author can be reached at opmathur@niua.org.




viii

Abbreviations

CBN
GDP
GHG
GNI
HUDCC
ILO
JNNURM
Lao PDR
MLSS
NGO
NISUS
NSPS
PAC
PNPM

PNPM-Urban
PPP

PRC

SOE

SSA

UPAP

UPDF

UPPR

cost of basic needs

gross domestic product

greenhouse gas

gross national income

Housing and Urban Development Coordinating Council(Philippines)
International Labour Organization

Jawaharlal Nehru National Urban Renewal Mission (India)

Lao People’s Democratic Republic

Minimum Living Standard Support

nongovernment organization

National Informal Settlers Slum Upgrading Strategy (Philippines)
National Social Protection Strategy (Cambodia)

Programa de Aceleragdo do Crescimento, also called Growth Acceleration Program

Program Nasional Pemberdayaan Masyarakat (National Programme for Community
Empowerment, Indonesia)

Community Life Improvement Programme for the Urban Poor
purchasing power parity

People’s Republic of China

state-owned enterprise

Sub-Saharan Africa

Urban Poverty Alleviation Programme

Urban Poor Development Fund (Cambodia)

Urban Partnership for Poverty Reduction



One in seven people worldwide live in poverty in urban areas, and most of them live in the global South—in overcrowded
informal settlements that lack adequate water, sanitation, security, health care and schools. People there endure poor
living and working conditions, low incomes and inadequate diets, which all add up to large health burdens or premature
deaths. On top of these problems, the urban poor have little voice and few means to influence the policies and pressures
that work against their interests.

Governments and aid agencies often fail to understand and provide for the urban poor because of the way they define
and measure poverty, using systems based on the $1 per day poverty line. This greatly understates the scale and depth of
urban poverty—set a poverty line too low and poverty seems to disappear. Such simplistic measures also take no account
of the full dimensions of what poverty actually means to people who live it.

Urban Poverty in the Global South
Mitlin and Satterthwaite (2013)






Introduction

Developing Asia has achieved spectacular progress in reducing poverty. Between 1990 and 2010, Asia lifted
786 million people out of poverty, bringing down the headcount ratio to 20.8% from a high of 55.2%. In 2010,
Asia’s share of the poor in the world’s (developing countries) total poor stood at 62.4%, roughly equal to its share
in population, yet still an impressive performance since 1990 when Asia accounted for 81.0% of the world’s poor.

Despite this spectacular performance, poverty remains a formidable challenge for Asia. According to the World
Bank, 758 million people in Asia are still below the $1.25 poverty line. Indeed, based on numbers of the poor and
their share, global poverty is often viewed as a predominantly Asian phenomenon. Sub-Saharan Africa’s (SSA)
share of the world’s poor is 34% while the other two regions—Latin America-Caribbean and Middle East—North
Africa—account for less than 4% of the world’s total income-consumption poor.

Of far greater and growing concern is the phenomenon of urban poverty in Asia, which is pervasive, severe, and
largely unacknowledged. The World Bank’s evidence shows that while 75% of the developing world’s poor still live
in rural areas, the share of the poor living in urban areas is rising, and in a number of countries, it is rising more rapidly
than the population as a whole. During 1990-2008 for which a disaggregated rural-urban poverty numbers are
available, the urban share of the Asia’s poor has risen from 15.7% to 21.9%, with the urban share of the population
having risen from 38% to 43% over the same period. Moreover, while poverty incidence has declined across rural
and urban areas in Asia, the rates of decline are far slower for urban poverty than for rural poverty. Of the aggregate
numbers of those lifted out of poverty, nearly 90% of them are rural poor, attesting to what is often perceived to
be a trend—that the processes of urbanization are said to be impacting rural poverty more than urban poverty. In
several Asian countries, the numbers of the urban poor have risen over the 1990-2008 period, lending strength
to the proposition that as Asian economies become more urbanized, they may face increasing urban poverty with
some urban scholars labeling it as “urbanization of poverty.”

Unlike rural poverty, urban poverty is complex and multidimensional—extending beyond the deficiency of income
or consumption, where its many dimensions relate to the vulnerability of the poor on account of their inadequate
access to land and housing, physical infrastructure and services, economic and livelihood sources, health and
education facilities, social security networks, and voice and empowerment. In most of developing Asia, urbanization
has been accompanied by slums and shelter deprivation, informality, worsening of the living conditions, and
increasing risks due to climate change and exclusionary urban forms. According to the UN-HABITAT, Asia has
60% of the world’s total slum population, and many more live in slum-like conditions in areas that are officially
designated as nonslums. Working poverty and informality are high in Asian cities and towns. Recent years have
witnessed, almost universally, increasing urban inequalities and stagnating consumption shares of lower-percentile
households, with Hong Kong, China registering one of the highest Gini-coefficients observed in any other part of
the developing and developed world.
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Urbanization is a positive factor in growth and poverty reduction. Country experiences are generally consistent with
the view that a rising share of the population living in urban areas plays a positive role in overall poverty reduction,
by providing new opportunities to those migrating out of the rural areas and escaping poverty in the process. At the
same time, most Asian economies are struggling with complex urban problems, associated with different forms of
poverty, deprivation, vulnerability, and risks. The People’s Republic of China (PRC), which has pursued a positive
policy on urbanization and is now the world’s largest nation of over 600 million urban dwellers, and which has been
in the forefront of poverty reduction, is confronted with the emergence of a new class of urban poor linked to the
decline of the state-owned sector, to the changes in the welfare provision, and to rural to urban migration thus
creating a class composed of millions of working urban poor, and a large population estimated at about 180 million
living in slums and slum-like conditions (UN-HABITAT 2012a).

This paper on Urban Poverty in Asia looks at the different dimensions of poverty in Asia, both income and
nonincome, its two main regions, including a brief account of who and what class of people are affected most
by poverty and deprivation. This paper analyzes the effect of recent urbanization and gross domestic product
(GDP) growth trends—which distinguish Asia from other regions—on poverty. It also simultaneously explores
other factors that may have affected poverty levels in Asia, delves into the key features of urban poverty in selected
Asian countries, and looks at public policy responses and initiatives that Asian countries have taken to address
issues on access of the urban poor to services, livelihood, shelter, and social security systems. The paper concludes
that Asia is in the midst of urban poverty and deprivation challenges that are evolving with the processes of growth
and urbanization—the PRC being a case in point. The welfare of the millions of urban poor will depend on how
Asia, where many of its cities represent the new global frontier, and the world prepare for the inevitable growth of
urbanization, and how this phenomenon of urbanization is managed and taken forward.



Nature and Dimensions
of Urban Poverty

An extraordinarily large amount of literature exists on what poverty is, what measures it, and what distinguishes
the poor from the nonpoor. These questions continue to be contentious, but there is a broad-based acceptance
of the view that poverty reflects the inability of an individual to satisfy certain basic minimum needs. This inability
is expressed in terms of a level of income or expenditure considered necessary to satisfy those minimum needs;
those who are not able to attain that level of income or expenditure are counted as poor and others being nonpoor.

Most countries lay down levels of income or expenditure thresholds for poverty lines, with a few making adjustments
for cost of living differences between rural and urban areas. This paper draws on the following five sources of
poverty data: (i) the World Bank’s PovcalNet database, which provides regionally aggregated numbers of the poor,!
using 2005 purchasing power parity (PPP) and a $1.25/day poverty line—this database runs from 1981 to 2010;
(ii) the World Bank’s PovcalNet database, which provides regionally aggregated numbers of the poor separately for
rural and urban areas, on a poverty line of $1.08/day using 1993 PPP; (jii) the World Bank’s and the International
Monetary Fund’s (IMF) Global Monitoring Report (2013), which gives the proportions of the rural and urban poor,
on a poverty line of $1.25/day? using PPP 2005; (iv) the World Bank PovcalNet database, which provides the
proportion of the urban poor at $2.15 poverty line, using 2005 PPP for the PRC, India, and Indonesia; and (iv) the
national-level estimates of urban poverty from ADB’s Framework of Inclusive Growth Indicators (ADB 2012b).

Box1 Measuring Poverty

Using monetary income or expenditure to identify and measure poverty has a long tradition, owing to Seebohm
Rowntree’s classic study of poverty in the English city of York in 1899. Rowntree’s method was to conduct a survey
covering nearly every working-class family in York to collect information on earnings and expenditures. He then
defined poverty as a level of total earnings insufficient to obtain the minimum necessities for the maintenance

of “merely physical efficiency,” including food, rent, and other items. He calculated that for a family of five, the
minimum weekly expenditure to maintain physical efficiency was 21 shillings, 8 pence; he proposed other amounts
for families of different sizes and composition. This method of estimating poverty has become the workhorse of
quantitative and qualitative poverty analysis and public discourses.

Source: The World Bank (2001b). pp. 16-17.

T Regions for which the World Bank PovcalNet gives the poverty numbers include East Asia and the Pacific (Cambodia, the PRC, Indonesia,
Lao People’s Democratic Republic (Lao PDR), Mongolia, the Philippines, Thailand, and Viet Nam), Europe and Central Asia, Latin America
and the Caribbean, Middle East and North Africa, South Asia (Bangladesh, India, Nepal, Pakistan, and Sri Lanka), and Sub-Saharan Africa.
This paper assumes these regions to be the developing world.

2 See the World Bank and International Monetary Fund (2013), advanced edition.
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Income-Consumption Poverty

The developing world has witnessed a dramatic decline in the levels of poverty over the decades 1990-2010.
Nearly 693 million people have been lifted out of poverty and the proportions of the poor have dipped to 20.6%;
the only developing region to register an increase in the numbers during this period is Sub-Saharan Africa (SSA)
where the numbers of the poor rose from 289.7 million to 413.7 million, although the headcount ratio dipped by
8 percentage points.

Over the same decades, Asia registered an extraordinarily large decline both in the numbers of the poor and the
levels of poverty. The numbers came down by half, from 1,543 million to 758 million persons and the level from
55.2% to 20.8%. Led by the PRC, East Asia and the Pacific reduced its poverty incidence by 43.8 percentage points,
lifting 676 million people out of poverty—unprecedented by any yardstick; South Asia’s progress on poverty was
moderate, having reduced its poverty incidence by 22.8 percentage points and lifting 110 million people out of
poverty. It is important to note that poverty levels in East Asia and the Pacific in the initial year were higher than in
South Asia (Table 2).

Even with such a massive decline in the numbers and proportions of the poor, poverty continues to be a formidable
challenge for Asia. Of the 1.2 billion world’s poor, Asia accounts for 62.2% of them, comparable with its share in
total population. Within Asia, South Asia, with a population share of 45%, comprises 67% of Asia’s poor. East Asia,
on the other hand, fueled by the PRC’s extraordinary growth, has a consistently high income growth observed in
several Southeast Asian countries, reduced its poverty rate to 33% in combination with the population share of
55%. In 1990, East Asia-Pacific and South Asia had maintained roughly the same population-poverty ratio.

Table 1: Tracking Poverty: Asia and the Developing World

Region 1990 1993 1996 2002 2005 2008 2010

Notes:

1.1999 data on poverty are excluded on account of inadequate survey coverage for South Asia.
2. Numbers for Asia comprise East Asia and Pacific and South Asia.
Source: World Bank’s PovcalNet Regional Aggregation using 2005 PPP and $1.25/day poverty line.

Table 2: Asia: Subregional Shares of the Poor

East Asia and the Pacific South Asia

Years Headcount ratio (%) Numbers (million) = Headcount ratio (%) Numbers (million)

Source: World Bank PovcalNet.
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Figure 1: Poverty-Population Trends
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Urban Poverty Trends: The Asian Evidence

As the world becomes increasingly urban, poverty will assume an urban character.> Most urban analysts underscore
the link between urbanization and poverty with a simple explanation: the developing world is becoming urban
and the weight of the world’s poverty, historically borne by the rural areas, is shifting to cities and towns. Several
analysts point out that the corollary of the shift in the distribution of the world’s population toward urban areas is
that poverty is increasingly located in cities and towns. “With urbanization concentrated in the Global South, urban
poverty is rapidly growing and in some countries becoming more significant than rural poverty” (Tacoli 2012).
Making use of the World Bank’s PovcalNet database that provide rural-urban composition of the poor—using
$1.08/day poverty line at 1993 PPP from 1993 to 2002—Ravallion, Chen, and Sangraula (2007) conclude that
while poverty continues to be a predominantly rural phenomenon, there are clear trends toward poverty shifting to
the urban areas. Box 2 presents the highlights of their analysis.

3 The rising share of the poor living in urban areas has been viewed in different ways. To some, this has been seen as a positive force in

economic development as economic activity shifts out of agriculture to more remunerative activities, while to others, this has been viewed
in a less positive light, a bearer of new poverty problems. See Martin Ravallion et al. (2007).
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Box 2 Urbanization of Global Poverty

In their seminal paper, New Evidence on the Urbanization of Global Poverty, Ravallion, Chen, and Sangraula
(2007) provide estimates of the urban-rural breakdown of poverty for the developing world, drawing on over

200 household surveys for about 90 countries, and using the World Bank’s Poverty Assessments for guidance on
the urban-rural cost-of-living differences. Their findings are that (i) poverty is becoming more urban—the urban
share of the total population over the 1993-2002 period rose at about one-half of a percentage point per year;

(ii) the ratio of urban poverty to total poverty incidence has risen with urbanization during 1993-2002; (iii) the
poor have urbanized faster than the population as a whole, reflecting a lower-than-average pace of urban poverty
reduction; and (iv) during 1993-2002, while 50 million people were added to the count of $1-a-day poor in urban
areas, the aggregate count of the poor was by about 100 million, owing to a decline of 150 million in the number of
the rural poor. The Asian evidence, given in Ravallion’s (2013) paper fall in line with these conclusions.

Share of the Urban Poor in Asia: $1.08/day Poverty Line at 1993 Purchasing Power Parity

Year Headcount Ratio (%) Urban Poor (million)  Total Poor (million) (%)  Rural-Urban Ratio
1993 16.8 142.2 934.4 15.2 1:0.18

2002 13.2 150.6 7754 19.4 1:0.24

Ravallion et al. (2007) also measured poverty, using a poverty line of $2.15/day at 1993 purchasing power parity
(PPP) prices. At this poverty line in 2002, Asia had 417 million urban poor that was roughly 56% of the world’s
(developing countries) total urban poor.

Urban Poor in Asia Using $2.15/day Poverty Line
at 1993 Purchasing Power Parity

Year Headcount Ratio (%) Urban Poor (million)
1993 64.0 4372
2002 55.9 416.3

Source: Ravallion et al. (2007).

The recent data on rural-urban distribution of poverty are contained in the World Bank-IMF’s Global Monitoring
Report (2013), using the $1.25/day poverty line at 2005 PPP. This set of data is presented in Tables 3 and 4, and
discussed in the following.

(i)  The developing world has made significant progress in reducing rural poverty. Between 1990 and 2008, rural
poor numbers dipped by 582 million and the headcount ratio from 52% to 29%. The numbers of the urban poor
remained largely unchanged, declining by just 27 million; the rate of decline in headcount ratio—close to 9% over
this period—however, is not insignificant given that urban population in Asia doubled during this period. Asian
countries were able to absorb much of the increase in urban population without letting them slip into poverty.

(i)  Asia holds 189 million urban poor, constituting 69% of the world’s (developing world) total urban poor.
In 1990, the percentage of the urban poor to the world’s total urban poor was 87%, indicating improved
performance of Asia in urban poverty reduction in combination with rural poverty.

(i) Poverty incidence in Asia—rural and urban—has consistently declined between 1990 and 2008, with
Asia’s rate of poverty decline being faster than that in the developing world. What is to be noted in
the Asian context is that while rural poverty declined at roughly 2.5 percentage points annually, urban
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Table 3: Proportions of the Poor, Rural and Urban (%)

1990 1996 2002 2008
Region Rural Urban Rural Urban Rural Urban Rural Urban

Source: Authors’ estimates as given in the Global Monitoring Report (WB and IMF 2013), p. 9.

Table 4: Numbers of the Poor, Rural and Urban (million)

1990 2008
Region Rural Urban Rural Urban

Source: Author’s estimates, based on the proportions of the poor as given in the Global Monitoring
Report (WB and IMF 2013).

Table 5: Is Asia Entering into the “Urbanization of Poverty” Trap?

Share of the Urban Poor Rural-Urban Ratio of the Poor

Source: The World Bank-IMF (2013) Global Monitoring Report.

poverty declined at about 1.5 percentage points on an annual basis. Translated into numbers, 525 million
rural poor were lifted out of poverty during 1990-2008 while the number of urban poor lifted out of
urban poverty was only 70 million.

(iv) The 1990-2008 period registered, firstly, an increasing share of the urban poor in Asia’s total poor, and
secondly, a perceptible shift in the ratio of the rural to urban poor. The ratio that was 1:0.22 in 1990 rose to
1:0.30in 2008.

(v) The performance of the two subregions of Asia is at sharp variance in terms of poverty reduction and in the
spheres of urbanization and GDP growth. The disaggregated position of poverty shows that (i) South Asia
accounts for 80% of the Asia’s urban poor; (ii) South Asia’s share of the urban poor has risen phenomenally
over the 1990-2008 period; and (jii) the numbers of the urban poor have risen in South Asia amidst a fall,
albeit small, in the numbers of the rural poor. It is this evidence that has often driven urban analysts to suggest
that consumption poverty in Asia is largely, if not wholly, a South Asian phenomenon, that South Asia may be
entering into the “urbanization of poverty” trap, and that the growth story of South Asia has not trickled down
to its cities and towns (Mathur 2012). Thus, how South Asia addresses this challenge would determine the
pace of poverty reduction, both in Asia and globally. Asia is seen to have made significant progress in urban
poverty reduction but it continues to be confronted with considerable challenges, both for its large population
size relative to other regions and by the impending urbanization, with Asia still to reach the tripping point.
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Table 6: The $2.15/day Urban Poverty Estimate

Headcount (%) Poverty Gap
1993 2010 1993 2010

Source: World Bank PovcalNet 2012.

The $2.15 poverty line

Several scholars have taken the position that for countries that are entering the middle-income or lower-middle
income groups, a higher urban poverty line of $2.15/day is a better measure than the $1.25/day line, which at best
captures extreme poverty. The World Bank PovcalNet gives the $2.15/day urban poverty estimates for three
Asian countries—the PRC, India, and Indonesia. These estimates are given in Table 6. Urban poverty in the PRC,
measured at $2.15/day, which accounted for over 55% of its urban population in 1993, dipped to just about 5% in
2010, while India and Indonesia continued to have one-third to one-half of their urban populations below the
$2.15/day poverty line, presenting a major challenge for further growth and development.

National-Level Urban Poverty Lines

Determining poverty lines is a complex undertaking. Most countries use the monetary value of a minimum food
basket to determine the poverty line; a few countries make adjustments to such a poverty line by allowing for
a minimum nonfood constituent of expenditure, and a few countries allow for cost-of-living adjustments to
differentiate between rural and urban poverty lines. As Ravallion (1998) notes, “of all the data that goes into
measuring poverty, setting the nonfood component of the poverty line is probably the most contentious.” Mitlin
(2004) notes that most of the national poverty lines make little allowance for nonfood needs, consequently,
poverty lines are set too low.

Box 3 presents the urban poverty lines for selected Asian countries, a perusal of which shows huge differences in
how urban poverty lines are defined across Asian countries. ADB’s Framework of Inclusive Growth Indicators (2012b)
provides urban poverty estimates on (i) the numbers of the urban poor using national-level poverty line for two
time periods (Mitlin and Satterthwaite 2013), (i) the share of the urban poor in the total for two time periods that
provides an assessment of the changes in the shares, and (jii) the proportions of population below the national-
level poverty line* for the latest year using country definitions.

Similar to the World Bank’s PovcalNet data, the national-level poverty lines show that income-consumption
poverty is mainly a rural phenomenon and based on the numbers or proportions, urban poverty does not show itself
as a major issue or challenge. However, as Table 7 shows, the national-level estimates indicate a high proportion of
the urban poor in Mongolia (30.6%) and Afghanistan (29.0%) with several Asian countries showing clear trends
toward rising urban poverty expressed both in the shares of the urban poor, and in some cases, in the numbers of
the urban poor. Bangladesh, Indonesia, Malaysia, and Sri Lanka fall into this category. Afghanistan (2005-2008),
Nepal (1996-2011), and Lao People’s Democratic Republic (Lao PDR) have witnessed an increase both in the
shares and in the numbers of the urban poor.

4 For details, see Annex Tables.
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Box 3 National Urban Poverty Lines

FAO = Food and Agriculture Organization of the United Nations.

Sources: Wu et al. (2010); Planning Commission of India; Bangladesh Bureau of Statistics; Planning Commission of Pakistan; Satterthwaite (2004);
Handbook on Poverty and Inequality, World Bank (2009).

Irrespective of the poverty lines—internationally used poverty lines or country-specific—there are signals and
trends toward a geographical relocation of poverty from the rural to the urban areas. Rural poverty decline has
occurred uniformly in all regions and countries, which is not the case in urban poverty. Many studies indicate that
the benefits of urban transformation and the new challenges that Asian cities may be confronted with—including
trends toward rising poverty, informalization, and shelter deprivations—are yet to receive close attention that
these deserve. The enormity of the impacts expected from urban growth has not yet sunk in. Even less recognized
is the fact that the future of developing world cities depends to a large extent on decisions that are taken now with
respect to the organization of upcoming city growth. Moreover, given that Asia’s urbanization is still evolving and
there is a large untapped urbanization potential, poverty in its cities and towns is most likely to accelerate (Martine
et al. 2008). The fundamental challenge is to make use of the untapped urbanization potential in ways that its
benefits reach both the urban poor and the nonpoor.



Urban Poverty in Asia

Table 7: Urban Poverty Assessment—National Level Poverty Lines

Numbers of the Urban Poor (million) % Share of the Urban Poor

Countries to tn to tn Headcount (%)

Lao PDR = Lao People’s Democratic Republic.

Sources: ADB (2012b); UN Millennium database 2012; World Bank Development Indicator database, 2012.



Moving beyond the Income-
Consumption Poverty: Inequalities,
Shelter, Services, and Livelihoods

Urban poverty is multidimensional; its dimensions relate to the various forms of deprivations, disadvantage, and
risks and are manifested in the lack of access of the poor in cities and towns to basic services, such as water and
sanitation, shelter, and livelihood, and as is becoming increasingly evident, to health, education, social security,
and empowerment and voice. There are several aspects of urban poverty that makes it complex and different. First,
urban poverty is mainly a monetary phenomenon, hence, the poor stand exposed to the behavior of the economic
system and to internal and external shocks. The 2008 economic crisis is said to have pushed over 100 million
people below the poverty line (Baker 2008). Second, cities represent the extremes of wealth and poverty, the
larger the gap and inequalities in incomes, the more difficult it is to reduce poverty. Increasing urban inequalities
have raised tensions and led to protests and riots in the different parts of the world. Third, cities are a complex
mix of formal and informal activities. The informal employment constitutes 40%-60% of urban employment in
Asian economies, adding to the risks that it entails. Finally, cities have become increasingly open to various kinds
of disasters, climate change risks, and pollution where the urban poor stand exposed at a much greater degree. All
these facets make poverty in Asian cities far more pervasive and severe. This section looks at evidence on some of
these aspects.

Urban Inequalities

“If economic growth was the only factor that mattered for poverty reduction, we should have witnessed greater
poverty reduction” (Kapoor 2013). There is growing evidence worldwide that while growth has made important
impacts on poverty levels, the benefits of growth have not been shared equitably. Joseph Stiglitz (2012), for instance,
notes rising inequalities to be the principal factor for recent protests, increasing discontent, and tensions adding
that “widely unequal societies do not function efficiently and their economies are neither stable nor sustainable
in the long run.” Miles Corak has examined the connection between income inequality and social mobility and
established that as income inequalities grow, the opportunities for upward social progression are reduced. Alan
Krueger (2012) calls this connection as “the Great Gatsby curve.” Scholars who have been studying the relationship
between growth and poverty reduction observed that poverty is a function not just of mean income but equally of
income distribution—the relationship between growth and poverty is mediated by inequality. Literature suggests
that the level of inequality determines the share of the poor in the growth process; in countries with high inequality,
the poor tend to have a lower share of the gains from growth. A growth process where all levels of income grow
at the same pace results in higher inequalities, and consequently, the rate of poverty reduction tends to be lower.
According to the UN-HABITAT 2012a, poverty reduction is faster in countries where growth is combined with
declining inequalities.

The Gini coefficient is a conventional measure for assessing inequalities. The publication Inequality in Asia (ADB
2007) indicates that inequalities have risen in a number of Asian countries, suggesting that poverty reduction
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Table 8: Rural and Urban Poverty Gap Ratios and Gini Indices: People’s Republic of China,
India, and Indonesia

Headcount ratio (%) Poverty Gap (%) Gini Coefficient (%)
Rural Urban Rural Urban Rural Urban

Source: World Bank PovcalNet database, accessed on 15 April 2013.

would have been higher if inequalities had been less pronounced. According to the UN-HABITAT (2012a), while
Asia and the Pacific has lower levels of inequality in comparison with Latin America and Africa, inequalities in Asia
are on the rise. In Asia’s three largest countries—the PRC, India, and Indonesia—inequalities have risen in both
rural and urban areas. In India, as the Table 8 shows, the poverty gap has declined marginally but urban inequality
has risen. In Indonesia, the poverty gap has declined but inequalities have risen. In the PRC’s urban areas, the
poverty gap has been eliminated but inequalities have risen, indicating what has generally been known—economic
growth in the PRC has benefited the better-off more than the other segments of the society. The rise in urban
equalities in the PRC is marginally higher than that observed in India and Indonesia.

According to the UN-HABITAT (2012a), the problem of inequalities is equally pronounced at the level of cities
in Asia, demonstrating a conspicuous lack of attention to intra-city inequalities. As Figure 2 shows, Chiang Mai
(Thailand); Hong Kong, China; and Ho Chi Minh (Viet Nam) have high Gini coefficients among a sample of
31 Asian cities. Cities such as Beijing, Jakarta, Shanghai, and others are reported to have low Gini coefficients. If the
international alert line set at 4.0 is taken as a benchmark, then at least 10 Asian cities are at a high risk. Recent data
released by the Beijing’s National Bureau of Statistics show a Gini coefficient of 0.474 for Beijing (2012); the same
source notes that the PRC has had a Gini coefficient value of above 0.4, peaking in 2008 at 0.491. Since then, it has
been consistently declining.®

Informal Settlements and Shelter Deprivation

Informal settlements are the most visible manifestation of poverty in Asia as it is in other developing regions. Itis in
cities where one observes wealth and poverty in close proximity, rich and well-serviced neighborhoods located next
to dense inner city or peri-urban informal settlements, lacking even the most basic services and living conditions.
These shelter deprivations depict significant polarization in the distribution of city wealth and resources, and
deeper poverty for these informal dwellers. They have uncertain titles and tenures that impede investment to
improve the level and quality of services. They are considered a gray zone where occupants have limited legal
claims and rights over land or housing they occupy. Indeed, title or tenure for informal dwellers is one of the most

> See http://www.ibtimes.com/china-releases-new-data-suggesting-income-inequality-has-lessened-1028862# and http://en.wikipedia.
org/wiki/rural_urban_income_inequality_in_china

1



Moving beyond the Income

Figure 2: City-Level Gini Coefficients: Asian Cities
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Table 9: Informal Settlements Population in Asia

No. of population in informal settlements % of urban population living in informal
(million) settlements

Subregion 1990 2000 2010 2012 1990 2000 2010 2012

Source: UN-HABITAT (2012a).

debated and challenging issues that confront Asian countries and the one that holds the key to improving and
upgrading informal settlements and to reducing urban poverty.

The UN-HABITAT maintains a Global Urban Indicators Database (2012a) that includes the numbers and proportion
of population living as informal dwellers. UN-HABITAT's statistics show that of the 862 million people living in
informal settlements worldwide, over 60% of them live in Asia (including West Asia). Within Asia, 24% is in East
Asia and 23% in South Asia. The proportion of urban population living in informal settlements is 28.6% for Asia.
Moreover, informal settlements’ population has risen across Asia over the period 1990-2012. Informal dwellers
in East Asia increased by 34% during this period, while in South Asia and Southeast Asia, their numbers rose by
10.3% and 16.0%, respectively (Table 9).

The Global Urban Indicators Database (UN-HABITAT 2012a) also provides estimates of informal settlements’
population for a few Asian countries in its annex. The annex table comprising these estimates shows that there
has been a decline in the proportion of informal settlements population compared with urban population across
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Box 4 Whatis an Informal Settlement?

Informal settlements have several images and definitions. In order to bring in cross-country comparability and
to shed the notion that these comprise just substandard structures, the UN-HABITAT applies five measurable
indicators for defining an informal settlement’s shelter deprivations.

A slum household consists of one or a group of individuals living under the same roof in an urban area, lacking
one or more of the following five amenities (i) durable housing—a permanent structure providing protection from
extreme climate conditions, (ii) sufficient living area—no more than three people sharing a room, (iii) access to
improved water—water that is sufficient and affordable and can be obtained without extreme effort, (iv) access to
improved sanitation, and (v) secure tenure—de facto or de jure tenure status and protection against forced eviction.
On account of the nonavailability of information on tenure status, use of made of the four indicators for defining
slum households and the proportion of slum population to urban population.

Source: UN-HABITAT 2012a.

Asian countries. In its Millennium Development Goals Report 2010, the United Nations (UN) find it a “..cause
for optimism. The fact that more than 200 million slum dwellers have gained access to either improved water,
sanitation or durable roads and less crowded housing shows that countries and municipal governments have made
serious attempts to improve slum conditions, thereby enhancing the prospects of millions of people to escape
poverty, disease and poverty” (UN 2010). With the exception of India and Indonesia, which have experienced
a dip in informal settlements’ population, the number of informal dwellers has risen in other Asian countries,
including Bangladesh, the PRC, Pakistan, and Viet Nam. The same UN report adds that in absolute terms, the
number of informal dwellers in the developing world is actually growing, and will continue to rise in the near future.
Significantly, the PRC, which has shown an extraordinary progress in reducing consumption poverty, accounts for
one-fifth of the world’s population for informal dwellers. It has seen an addition of 48.9 million people to this
population category over the past 2 decades, a fallout—as claimed by many—of the massive migration to cities
without being accompanied by a reform of the hukou system, which deters migrants from settling down in cities.
According to Tom Miller (2013), of the approximately 700 million people living in the cities of the PRC, roughly
250 million are migrant workers who are treated as “second-class citizens. These people either live in slums, in
workers’ dormitories, or are pushed to the margins that are hidden from view.”

The concentration of population with shelter deprivations, as defined by the UN-HABITAT, represents an
important aspect of poverty in Asian cities. Such deprivations are unacceptably high in Bangladesh where 70% of
households live under severe deprivations; and in Cambodia, Lao PDR, and Nepal where significant proportions
of households stand deprived of services and tenure. In addition, deprivations are not only a feature of informal
settlements, in many ways, deprivations are also high in nonslum households in many Asian countries.

Concern for informal settlement improvement and upgrading has been highlighted in recent years, on account
that this is partly one of the goals of the Millennium Development Goals (MDGs). Several countries have reached
the MDG goals. At the same time, scholars such as Marife Ballesteros (2011) underscore the point that poverty
in informal settlements cannot simply be addressed by traditional poverty programs. The existence and growth of
these settlements are not a natural consequence of urban growth that will disappear over time with improvements
in income. Their formation and growth are not only caused by rapid urbanization or income poverty but by factors
such as regulatory framework for urban planning, delivery of land for settlements, and government spending on
infrastructure (Ballesteros 2011).
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Box 5 Definition of Improved and Unimproved Sanitation and Water Supply

Services

Improved

Unimproved

Public tap and/or standpipe
Tube well and/or borehole
Protected dug well
Protected spring

Rainwater collection

Sanitation ¢ Flush or pour-flush to Flush or pour-flush to elsewhere
» Piped sewer system Pit latrine without slab or open pit
» Septic tank Bucket
» Pitlatrine Hanging toilet or hanging latrines
Ventilated, improved pit latrine No facilities, or bush, or field
Pit latrine with slab
Composting toilet

Water supply Piped water into dwelling plot, or yard Unprotected dug well

Unprotected spring

Cart with small tank and/or drum
Tanker truck

Bottled water

Surface water (river, dam, lake, pond,

stream, canal, irrigation channels)

Source: World Health Organization (2012).

Urban Service Deficits and Deprivations

Deprivation of basic services, such as water and sanitation, is a global phenomenon. According to the data compiled
by the WHO and UNICEF (2013), in 2010, 783 million people around the world used “unimproved sources” to
meet their drinking water needs and 2.5 billion people depended on “unimproved sanitation facilities” or defecated
in the open. Asia has a high degree of “urban service deprivation.” On average, only 68% of Asia’s urban population
has access to piped water supply on premises. Drinking water supply is especially poor in Afghanistan where 16%
of urban households have access to improved water supply on premises, while the percentages for Bangladesh is
20% and 19% for the Republic of the Union of Myanmar. Large proportions of households continue to depend on
unimproved sources of water supply in Asian cities and towns—15% of households in Bangladesh,13% in Cambodia,
23% in Lao PDR—examples of the extent to which urban populations remain exposed to water-related risks.

Settlements of the urban poor often lack access to water and sanitation infrastructure. These communities are
off-the-grid or network supplies, relying for water on private, small-scale distributors. The result is that most urban
informal dwellers pay several times more than high-income households, not just in absolute terms but also as
a share of the household expenditure. According to Kariuki and Schwartz (2005), a global study conducted in
47 different countries and 93 locations, this pattern holds across countries; in fact, it shows that average water
prices are 1.5-12 times higher for the poor households and those households outside the network compared to
the networked households. In the Philippines, as Ballesteros (2011) reports, “the deficit infrastructure shows slum
dwellers paying more for basic services such as clean water and electricity than residents living in adjacent fully
serviced neighborhoods. In Metro Manila and Cebu City, residents of nonserviced neighborhoods pay 9-13 times
more for the delivery of clean water than those households in serviced areas.”

Sanitation services in Asian cities are grossly inadequate and in several countries, poor. Large proportions of
urban households, such as Nepal (36%), Mongolia (31%), Bangladesh (26%), and the PRC (24%) use shared and
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Table 10: Economic Impact of Poor Sanitation

Country Economic Impacts of Poor Sanitation

Lao PDR = Lao People’s Democratic Republic.

Source: Reports taken from www.wsp.org

community latrines. Of the urban population, 15% in Asia had seen no improvement in the sanitation services
over the decades. Worse still, 72.7 million people in urban Asia use open spaces for defecation, India (51.5 million
people) and Indonesia (14.9 million people) being the worst affected, with people defecating in open spaces
(Annex Table 9).

The World Bank’s Water and Sanitation Programme have conducted quantitative and qualitative assessments of the
impact and economic costs associated with inadequate sanitation and hygiene—impacts accruing from sanitation
and disease incidence, water pollution affecting the productivity of water resources, and the like. According to
these studies, in countries such as Cambodia, India, Indonesia, Lao PDR, the Philippines, and Viet Nam, poor
sanitation cause at least 180 million disease episodes and 100,000 premature deaths annually, and the economic
costs of inadequate sanitation could range anywhere from 1.3% (Viet Nam) to 7.2% (Cambodia) of the countries’
GDP (Table 10).

The WHO has taken a “benefit view” of the water and sanitation services, stating that water and sanitation services
reduce the health risks of the target population and contribute to their productivity. It estimates that the global
economic return on water expenditure is $2.00 per dollar invested, and for sanitation it is estimated at $5.5 per
dollar invested. The benefit-cost ratios of water and sanitation services for selected Asian countries suggest that
there exist strong economic arguments to expand these services.

Informal Employment, Working Poor, Access to Decent Livelihood

Working poverty?® is typically high among the Asia’s urban poor, with majority of the working poor being in the
informal sector working under highly vulnerable conditions. The International Labour Organization’s (ILO) key
Indicators of the Labour Market statistics presented in Table 11 show that (i) close to 70% of the world’s working
poor, measured at $2/day and approximately 62% of them, measured at $1.25/day are concentrated in Asia;
(i) the share of the working poor in Asia’s total employment at $1.25/day and $2/day is higher when compared
with the world’s average; and (jii) the numbers of the working poor are abysmally high in South Asia where 24% of
the working population is under extreme poverty, and alarmingly, 61.3% of the working population under moderate
poverty.

6 The working poor are defined as individuals who are employed but who fall below an accepted poverty line. This definition is based on

poverty data (international poverty line at $1.25/day or $2/day), but it is important to note that by combining labor market characteristics
with poverty data, working poverty estimates give a clear picture of the relationship between poverty and employment (ILO 2012).
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Box 6 Economic impacts of inadequate sanitation in India by categories, 2006

Premature morality — $29,052 million (Rs. 1,317 billion)

Productivity loss _ $4,787 million (Rs. 217 billion)

Health

Health care _ $4,677 million (Rs. 212 billion)

HH treatment, drinking water _ $2,471 million (Rs. 112 billion)

Bottled water consumption _ $132 million (Rs. 6 billion)

S
£
S Piped water h $397 million (Rs. 18 billion)

Cost of fetching water _ $1,235 million (Rs. 56 billion)

HH access — $10,544 million (Rs. 478 billion)

School access || $66 million (Rs. 3 billion)

Workplace access F$132 million (Rs. 6 billion)

Lost tourism earnings _ $110 million (Rs. 5 billion)

Tourism| Access time

International tourist illness _$154 million (Rs. 7 billion)

HH = household.
Source: Adapted from WHO (2012).

Box7 Economic Importance of Sanitation

The considerable socioeconomic importance of sanitation, along with the key links improved sanitation has with
other development goals such as poverty and hunger reduction, gender equality, child labor, access to safe drinking
water, and the quality of life of slum dwellers, demonstrates that sanitation should receive far greater attention
from governments and other development partners interested in equitable and sustainable socioeconomic
development.

Source: World Bank (2010b).

According to the Asian Employment Forum (2007), approximately 908 million of Asia’s workers—52% of the
region’s total workforce—live on $2/day, with 308 million of these living in extreme poverty on less than $1/day.
Although the numbers of the working poor have dipped, the still large numbers of the working poor indicate that
millions of workers in Asia have not been able to obtain tangible benefits from its favorable economic performance.
In many countries, recent growth has been driven by a few dynamic sectors, such as high value-added services
and export industries rather than by favorable economy-wide patterns. Labor markets have been sluggish in East
Asia with employment expanding by 0.5% in 2012 or an estimated number of 4.5 million people. In South Asia,
robust economic growth has been associated with an improvement in labor productivity rather than job creation—
often referred to as “jobless growth.” Moreover, the forecast is that about 800 million will not earn enough to lift
themselves above the $2/day poverty line. The $2/day poverty line in East Asia is projected to be 19%, 39% in
Southeast Asia, and 71% in South Asia.
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Table 11: Working Poverty: World and Asian Regions, 2002 and 2012

Southeast Asia
World East Asia and the Pacific South Asia Asia

2002 2012 2002 2012 2002 2012 2002 2012 2002 2012

Source: Key Indicators of the Labour Market, ILO database, various years.

The urban poor do not have access to what the ILO calls decent work; most urban poor who work in the informal
sector are characterized by working poverty. The term informal sector where most of the poor work has multiple
connotations and images—it is said to be heterogeneous, vast, gray, and consisting of underground activities. The
one feature that binds the informal sector workers is their exclusion from social security, trade union, productive
services typically available to large enterprises, and from the GDP estimation and other statistical enquiries and
surveys. The ILO looks at the informal sector in terms of deficits, which refers to poor quality, and unproductive and
unremunerative jobs that are neither recognized nor protected by law and characterized by the absence of rights
at work, inadequate social protection, and lack of representation and voice. The proliferation of the informal sector
is said to be a product of (i) the long drawn-out procedures for permits and licenses, (ii) excessive government
controls, and (jii) the inefficiency and petty corruption involved in doing business.

Urban scholars indicate a close link among urbanization (rural to urban migration), the informal sector, and poverty.
According to the ILO, in the process of urbanization, the growth of the informal sector is almost inevitable because
the informal economy is a primary job generator. As Smolka (2003) stated, “contrary to popular beliefs, informality
is expensive and therefore is not the best or even an advantageous alternative to combating poverty, but it is usually
the only one available to the urban poor.” In the majority of developing countries, most of the new jobs are created
by microenterprises, own account workers, and domestic services. The urban informal sector absorbs the urban
labor force; there is a link between working in the informal sector and poverty. This stems from the fact that the
informal economy workers earn far less than those in the formal economy—these workers include street vendors,
waste pickers, informal transport providers, construction works, and the like.

Social Poverty: Lack of Access to Education, Health and Social Security Systems

Social poverty is very high in Asia, especially in South Asia. There is a general lack of access to health, education,
and social security systems in developing Asia. Social deprivations are greater among the urban poor, though there
is no supporting data. Asia has an average school life expectancy of 11.4 years as against an average of 16.5 years in
North America and Western Europe. The school life expectancy in developing Asia varies from a high of 17.2 years
in the Republic of Korea (KOR) to as low as 7.3 years in Pakistan. Between 1999 (or the nearest year) and 2010 (or
the latest year), school life expectancy increased in almost all economies in Asia; despite the increases, school life
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expectancy in Asia is below the 1999 levels of Asia’s developed economies of Australia, Japan, and New Zealand,
where it ranges from 15 to 20 years.

Child mortality rates in urban Asia in 2010 ranged from 3 per 1,000 live births in Samoa to 78 in Pakistan. Very high
urban child mortality rates were also observed in Bangladesh. On average, urban Asia has an under-5 mortality rate
of 41 as against 7 in North America and Western Europe.

Climate Change and Environmental Hazards

More than half of the world’s population now lives in urban areas, and the trend of urbanization is likely to continue,
with Asian cities at the center of urban growth. Cities are important entities in the climate change arena, both
as contributors to greenhouse gas emissions and as centers of activity for reducing emissions. Cities located on
coasts, rivers, or river deltas are exposed to a range of projected climate change impacts, including coastal erosion,
saltwater intrusion, and flooding from sea-level rise; flooding or drought from altered precipitation regimes and
storm events; heat waves; and increasing temperatures associated with the urban heat island effect. As cities
concentrate people and systems, they are more sensitive to the impacts of climate change. The interrelated nature
of the systems that keep cities running—including power systems, communications, transport, water supply, and
sanitation systems—mean that a disruption or poor performance in one system may have impacts on the other
connected systems. Disruptions to these systems have a greater impact on poor communities in cities, affecting
both their health and livelihood. The factors behind climate change add to cities’ vulnerabilities to disease, failures
in food and water security, loss of livelihoods, more natural disasters, and more degradation of ecosystems.

Asian cities are seriously exposed to the likely impacts of climate change. From a topographical point of view,
most of the larger cities in the tropical and subtropical climate zones are low-lying and prone to severe flooding
and storm damage. An estimated 54% of Asia’s urban population lives in low-lying coastal zones (UN-HABITAT
2010a). Particularly vulnerable are cities spread across deltas and low coastal plains, such as Bangkok, Dhaka, Ho
Chi Minh, Jakarta, Kolkata, Manila, Mumbai, and Shanghai, much of which would be inundated by even a small rise
in sea levels. Island states, such as Maldives and Tuvalu, are particularly exposed. Bangladesh is projected to lose
17.5% of its land area if the sea level rises by one meter.

In the last decade (2000-2010), a number of disasters occurred with major impacts on the Asian cities—the
largest was the South Asian tsunami and cyclone Nargis. In 2011, Asia was hit by natural disasters (44%), followed
by the Americas (28%), Africa (19.3%), Europe (5.4%), and Oceania (3.3%). This regional distribution of disaster
occurrence is comparable to the profile observed from 2001 to 2010. In 2011, Asia accounted for 86.3% of
worldwide reported disaster victims and suffered the most damages.

It is usually the urban poor who are the worst hit in case of natural disasters. The State of Asian Cities note that
“climate factors exacerbate urban poverty in cities, affecting water supply and sewerage systems, with direct effects
on the low income households in environmentally fragile areas” (UN-HABITAT 2010a). At the national and city
levels in most Asian nations, there is an increasing recognition of the importance of climate change. While many of
these policies appear to be gaining some traction, there is still a perceived lack of engagement with the urban poor
who may be affected by these policies (ICLEl and UNDP 2012), which affects how well these will be received and
implemented.



Who Are the Urban Poor—Women,
Children, Youth, Minority Groups®

Who are the urban poor? Does poverty in cities and towns affect people of different ages and sex differently? Is
poverty a characteristic of a specific religion, caste, or ethnic group? These questions have often been raised, but
while a number of propositions have been advanced by institutions and experts on trends—such as feminization of
poverty, child labor and abuse, and youth at risk—hard evidence to measure the extent of their disadvantages is not
available. As Masika et al. (1997) observed “Consideration of urban poverty often neglects differentials between
men and women in terms of their access to income, resources, and services. A gender equality perspective draws
attention to the need for gender-sensitive indicators of poverty because men and women experience and respond
to poverty in different ways. Access to income and assets, housing, transport and basic services is influenced by
gender-based constraints and opportunities.” Likewise, urban poor policies assign a low priority to the poor in
specific age groups or those belonging to specific castes or religions.

This section presents in brief the disadvantages suffered by the poor in the different ages, sex, and ethnic groups.
Across urban societies, these groups are disproportionately affected by disadvantages that tend to make their mobility
out of poverty harder, access to existing opportunities limited, and the risks involved in accessing them greater.

Feminization of Poverty

The perception is growing around the globe that there is increasingly “feminization of poverty.” If poverty is to
be seen as a denial of human rights, it should be recognized that the women among the poor suffer doubly from
the denial of their human rights—first, on account of gender inequality, and second, on account of poverty. Their
capacity to lift themselves out of poverty is circumscribed by cultural, legal, and labor-market constraints on their
social and occupational mobility. Women are particularly vulnerable to risks associated with urban poverty. Lack of
housing and security of tenure in informal settlements impoverish single mothers and their children and increase
women’s vulnerability to evictions and exploitation in shared tenures or by landlords. Lack of access to infrastructure
and services mean that women and girls are preoccupied with household chores that deprive them of education,
income-generating activities, and leisure. Unsafe water and lack of solid waste and wastewater management result
in illnesses requiring care that limit women’s economic activities and drain family income. Inadequate transport
services restrict women’s opportunities for employment and access to markets and put them at risk of sexual
harassment in overcrowded buses and trains. Poorly lit streets, lack of employment, and insecure informal sector
wages render women and girls vulnerable to exploitation, diseases like HIV/AIDS, and resultant reproductive
health problems (Tacoli 2012). Also, inadequate access to safe, hygienic, and private sanitation facilities is a source
of shame, physical discomfort, and insecurity for millions of women around the world (ADB 2013a).

The gender inequities in the distribution of productive resources and access to economic opportunity crystallize
the inequities of income and control over income. Although female labor force participation has increased with
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urbanization, poor women are mostly employed in family enterprises or as piecemeal workers, street vendors, or
domestic helpers near their homes, with low wages and no job protection. Limited access to skills training restrict
women’s access to job opportunities outside their homes. A report by the United Nations Economic and Social
Commission for Asia and the Pacific (UNESCAP, 2007) found that restricting job opportunities for women is
costing Asia between $42 billion and $46 billion a year.

The Global Gender Gap Report 2012 (World Economic Forum, 2012) that ranks countries on their ability to close
the gender gap in four key areas—access to health care, access to education, political participation, and economic
equality—finds that Asia ranks fifth out of the six regional blocks that were considered, being just ahead of Middle
East and North Africa who, on average, were able to close out 66% of the gender gap. On the health and survival
subindex, Asia occupies the last place. The PRC is the fourth-lowest ranking country on the health and survival
subindex, the result of a disproportionate sex ratio at birth. India is the lowest ranked of the BRICS economies
featured in the index; it performs above average on the political empowerment of women but lags behind in
the other three categories. The persistent health, education, and economic participation gaps are found to be
detrimental to India’s growth.

Urban Children

One is used to thinking of urban children as being better off than rural children in every way—better fed, better
educated, with better access to health care, and a better chance of succeeding in life. For many children, this is true.
But for growing numbers, the so called “urban advantage” is a myth (Bartlett 2011).

Between 30% and 60% of urban dwellers in developing Asia live without the secure tenure that can protect them
from eviction. Although this does not necessarily mean they will be evicted, people are, in fact, evicted every
year in cities around the world, even in such democratic countries as India. This can create terrible upheaval and
distress for children. Many children who are in school can end up dropping out. Even just the threat of eviction can
mean chronic anxiety and an unwillingness to make invest in housing and neighborhood that can provide a better
environment for children and help a family over time to work its way out of poverty.

Toilets, ventilation, drainage, waste collection, and open spaces are critical in the context of cities and towns. There
are implications of overcrowding in such areas and a lack of provision to prevent diarrheal disease, water and food-
borne illnesses, respiratory illness, incidence of worms, skin and eye conditions, and malnutrition, and the burdens
are highest among young children. Urban children are heavily exposed to toxic elements and pollutants, living in
areas contaminated by industrial wastes, or close to heavy traffic. There is also the rapidly growing problem of road
traffic injuries, with urban child pedestrians facing the highest risk. This is especially the case in poor settlements
without sidewalks or safe crossing lights.

Children in poor households work in order to survive. Around the world, an estimated 215 million boys and girls,
5-17 years old, are counted as child labor, 115 million of them in hazardous work. Children work as rag pickers or shoe
shiners, serve at tea stalls, sell cigarettes on the street, or work in homes or factories. Many of those engaged in child
labor experience its worst forms—including forced and bonded work; illicit activities, armed combat, and domestic
labor. Empirical evidence suggests that at least 25%-45% of household incomes among urban poor households are
earned by the children. Since a large proportion of the poor households’ income is spent on food, children’s work
and income are crucial to the survival of their families. Because they are largely invisible, these forms of child labor
are the most difficult to tackle. Child domestic labor is predominantly an urban phenomenon; estimates indicate
that tens of millions of children live or work on the streets of the world’s towns and cities—and the number is rising
with global population growth, migration, and increasing urbanization (UNICEF 2012).
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Box 8 Rights of the Child

Children living in urban settings have the full range of civil, political, social, cultural, and economic rights
recognized by the Convention on the Rights of the Child and other international instruments. These rights include
survival; development to the fullest; protection from abuse, exploitation, and discrimination; and participation in
family, culture, and social life.

Children’s rights are not realized equally. Over one-third of children in urban areas go unregistered at birth. This is
a violation of Article 7 of the Convention on the Rights of the Child.

Those children whose needs are greatest also face the greatest violation of their rights. The hardships children
endure in urban areas include hunger and ill health, substandard housing, and insufficient education and
protection.

The State of the World’s Children, 2012.
Executive summary. UNICEF (2012).

Urban Youth

Asia’s population is young. An increase in the proportion of young people (age group 15-24) in the population is
commonly cited as a “youth bulge” or a “demographic dividend.” In Japan, the youth bulge occurred during the
1960s; in Singapore and Hong Kong, China, the phenomenon started during the 1970s and peaked by 1980. In
contrast, countries like Bangladesh, India, Nepal, and Pakistan are now beginning to experience such a dividend
and the number of young people may not peak before 2040. In some countries in Southeast Asia, as in most of East
Asia, the period of rapid expansion in the youth population is already over. Countries in Asia have benefited from
the youth bulge—approximately one-third of East Asia’s GDP increase is attributed to this phenomenon (East-
West Center 2006). The extent to which Asian economies will continue to benefit from this demographic trend
depends on how they develop and harness the potential of the younger population.

Asia is home to over 45% of the world’s youth, numbering about 754 million young people, of which 330 million are
in the workforce and 34 million are unemployed. The proportion of the youth population (15-24 years old) to the
total population of Asia has remained stagnant at 18% over the period 2000-2010. Many in this age group drop out
of school and look for livelihood opportunities to earn for themselves and their families, but with limited education
and limited skill sets. They are, thus, led to work in the urban informal sector, in highly vulnerable conditions.
According to the ILO (2012a), the youth unemployment rate in Asia is 10.8%, as against a world average of 12.6%.
In 2012, Asia had 56.2% of the total youth labor force and 45.8% of the total unemployed youth in the world.
The economic slowdown has taken a toll on East Asian youth, the unemployment rate among young job seekers
edged upward to 9.5% in 2012, an increase of 0.3 percentage points from 2011, with joblessness among young men
(11.2%) being higher compared with young women (7.6%) in East Asia and the Pacific. The youth unemployment
rate for South Asia is 9.6%, over two times higher than the overall unemployment rate. Moreover, the youth in
South Asia is far more vulnerable to unemployment because young people lack the right skills, work experience,
and job search experience that are adding to the overall demand-side deficits.

Integrating the unemployed youth into local economies and preventing the isolation of the youth is vital for urban
Asia. Impoverished youth are vulnerable to street gangs and institutions of organized crime. Ethnic or communal
conflict can also be exacerbated by the presence of youth marginalization. The strategic intervention called for is
creation of job opportunities that match the skills of the local youth population with the evolving market conditions.
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Box 9 The Global Rise of Youth Unemployment

The International Labour Organization (ILO) reports that 75 million young people globally are looking for

a job. The World Bank surveys suggest that 262 million young people in emerging markets are economically
inactive. Depending on how you measure them, the number of young people without a job is nearly as large as the
population of America (311 million).

Two factors play a big part. First, the long slowdown in the West has reduced demand for labor, and it is easier
to put off hiring young people than it is to fire older workers. Second, in emerging economies, population
growth is fastest in countries with dysfunctional labor markets, such as India and Egypt. The result is an “arc of
unemployment,” from southern Europe through North Africa and the Middle East to South Asia, where the rich
world’s recession meets the poor world’s youthquake.

Youth unemployment is often at its worst in countries with rigid labor markets. Cartelized industries, high taxes
on hiring, strict rules about firing, high minimum wages—all these help condemn young people to the street corner.
Many countries in the arc of youth unemployment has high minimum wages and heavy taxes on labor. India has
around 200 laws on work and play.

Deregulating labor markets is, thus, central to tackling youth unemployment.

Source: The Economist, April 27-May 3, 2013.

It is important that young urban people are not excluded from political participation. It is argued that when young
people are given opportunities to participate they often engage with, contest, or change the social relations of the
communities in which they live. Only then could sustainable development be fostered in rapidly urbanizing Asia
(UN-HABITAT 2012d).

Minority Groups

There are several vulnerable minority groups in Asian countries and these vulnerabilities are defined by religion,
caste, creed, language, and others. These groups include the “hill tribes” in Thailand, “ethnic minorities” in Viet Nam,
“minority nationalities” in the PRC, “scheduled tribes” and “scheduled castes” in India, and “cultural communities” in
the Philippines. The incidence of urban poverty is high among these minority groups, much more than the majority
population. In India, compared with the majority population, the Dalits, scheduled castes, and scheduled tribes
occupy smaller homes and consume fewer urban services. For example, the Dalits occupy on average 19.8% less
floor area, compared with the majority of the population. This is also the case with public services, such as access
to motorable roads. A 2008-2009 household survey reveals that Dalits have an average monthly consumption
expenditure of Rs4,438 ($84) while other minority communities spend about Rs4,678 ($88); the majority
population spend Rs5,480 ($104). The Dalits are also highly concentrated in informal settlements (23%), while
only 11% of the majority population live in such areas. Housing poverty is not only caused by a gap in socioeconomic
conditions but also due to social exclusion. In Viet Nam, the incidence of poverty among ethnic minorities, mostly
indigenous peoples, is higher than the majority population. In the PRC, the average life expectancy in Yunnan
Province, which is dominated by indigenous peoples, is 5 years less than for the PRC as a whole. In Bangladesh,
more than 50% of a total of 1.2 million people belonging to various tribes live in the hill tracts, and their poverty
levels are much higher than in the mainland.
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Poverty and City Size

Urban poverty in Asia is largely concentrated in small and medium towns. Ferré et al. (2010) conclude from a study
of eight developing countries, which include Thailand and Sri Lanka, that there is an inverse relationship between
poverty and city size. Poverty is both more widespread and deeper in small and medium towns than in large or very
large cities. This basic pattern is generally robust to the choice of the poverty line. Moreover, the greater incidence
and severity of consumption poverty in smaller towns are compounded by similarly higher deprivation levels like
access to basic infrastructure services, such as electricity, heating gas, sewerage, and solid waste disposal. They
conclude that wherever pattern holds, any strategy for urban poverty reduction that places greater focus on, or
allocates more resources to, metropolitan areas, suffers from a “metropolitan bias” analogous to the erstwhile
“urban bias” (Ferré et al. 2010).

In India, higher incidence of poverty in small and medium-sized towns is observed and documented in several
studies. The India Urban Poverty Report (Ministry of Housing and Urban Poverty Alleviation 2009) points to a
comparatively high incidence of poverty in India’s small towns, relative to metro cities. It also argues that this is the
consequence of a variety of factors that include a preferential treatment to large towns. The report emphasizes
that small towns have fewer human and technical resources at their disposal and, consequently, their capabilities
for administration, planning, and implementation are exceedingly weak. The World Bank also finds that in India,
while poverty incidence in large metropolitan areas (million plus cities) was 14.7%, for the other small and medium
towns (nonmetropolitan areas), it was 30.0% in 2004-2005.

In Cambodia, Phnom Penh has lower poverty rates than other urban regions and in rural areas of Cambodia
(The World Bank 2006). In Viet Nam, poverty levels are found to decrease with city size. While only 1.9% of the
population in the largest cities is poor, the poverty rate in the smallest cities is 11.2%. Poverty depth and poverty
severity are also found to decrease with city size. The urban poor are overwhelmingly concentrated in small cities
and towns; small and extra-small cities account for 43% of the urban population but comprise over 70% of the
urban poor. Conversely, 32% of Viet Nam’s urban population lives in Hanoi and Ho Chi Minh City, but only 11% of
the urban poor live in these two cities (The World Bank 2012b). In Thailand, the share of the urban poor is 17%,
of which 76% resides in extra-small towns (WB and IMF 2013). Evidences from Bangladesh and Pakistan also
reveal poverty being higher in small cities and towns (38%) than in the metropolitan areas (26%) (Deichmann et
al. 2009). The same trends are observed throughout developing Asia.’

Theissue of small and intermediate-sized towns has been on the international agenda for several decades (Mathur
1982) with a group of scholars arguing that “the inhabitants of most small towns have been bypassed by economic
gains achieved by less developed countries” (Hauser and Gardner 1980). Despite the perceived gains from small

7 Note should be made of the fact that in estimating the poverty incidence across cities of different sizes, the same poverty line is applied.
When differences in price levels and cost of living for different classes of cities are factored in to obtain different poverty lines across classes
based on size, the results and trends will be different.



Poverty and City Size

towns in terms of their being able to offer rural areas accessibility to higher level of urban services, provide higher
level of urban services, provide linkages between rural and urban areas, and promote national spatial integration
via a more dispersed pattern of development, small cities have a disproportionate low share of national investment
in infrastructure and services. The data presented above suggesting that poverty lines are higher in small towns
relative to large cities underline the need to review their roles and place in national development.

N
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Exploring the Link among
Urbanization, Income (GDP),
and Urban Poverty

What causes poverty and what helps to reduce poverty are complex questions to address. This paper does not
aim at any comprehensive examination of these questions; what it does is to look at, with the help of very limited
data available, the relationship, firstly, between urbanization and urban poverty where urban analysts have argued
that the relationship between urbanization and poverty is complex, often misunderstood, and has meant the
perpetuation of inappropriate policies, suggesting that urbanization matters for poverty reduction via the channels
of agglomeration and scale economies, thus concluding that the relationship between urbanization and poverty is
negative—countries with low levels of urbanization are found to have significantly high poverty rates than countries
with high levels of urbanization. Such propositions mainly refer to aggregate poverty without making any distinction
between rural and urban poverty. This section examines the link between urbanization and urban poverty, albeit
with very limited data. Secondly, this section explores the link between GDP and poverty where the common
belief is that income and income growth are not only important but constitute a necessary condition for poverty
reduction, and that income or income growth may not be sufficient for poverty reduction. Other factors such as
the distribution of income among different sections of population, institutions, and governance may be important
factors in impacting poverty. Analysts, such as Francois Bourguignon (2002), point out that “there is no doubt
that faster economic growth is associated with faster poverty reduction. But what is the corresponding elasticity?
If it is reasonably high, then poverty reduction strategies [that are] almost exclusively relying on economic growth
are probably justified. If it is low, ambitious poverty reduction strategies might have to combine both economic
growth and some kind of redistribution” (Bourguignon 2002). As this paper will show, most countries consider
gross domestic product (GDP) growth route insufficient for poverty reduction and supplement the same with
specific interventions in spheres that they consider relevant for alleviating poverty.

Urbanization is one of the most pervasive transformations taking place worldwide. It has meant a wholesale
redistribution of population between rural and urban areas to a point where over 53% of the world’s population
now live in the urban areas as compared to 29% in 1950. Several regions and 140 out of the 233 countries for which
the United Nations (UN) compiles urban population numbers have crossed the tipping point and the UN predicts
urbanization level to reach 67.2% globally and 64% for the developing world by 2050. Asia is at the threshold of
a major urban transformation. Although its level is still moderate, averaging at 45%-46% compared to over 78%
in Latin America, it is catching up, with the UN predicting it to reach the 50% threshold by 2020 A.D. Within
Asia, East Asia is nearly 56%-57%, Southeast Asia 45%-46%, and South Asia just reaching 34% or so. If global
urbanization in the first half of the 20th century took place predominantly in Europe, population size has made
Asia the continent with the most urban population in the world.

Urbanization and economic growth are mutually reinforcing. Urbanization trends are closely linked with
concentration of economic activities, production, and productivity. In both developed and developing nations,
urban growth has been high, explained for by the effects of agglomeration economies. Virtually no country has
graduated to a high-income status without urbanization. Asia’s evidence confirms this assessment with a positive
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Figure 3: Per Capita Income and Urbanization Levels Across Asian Countries, 2011
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urbanization-economic growth linkage, high urbanization levels coinciding with high per capita incomes and vice-
versa (Figure 3). As the figure shows, the explanatory factor is moderately high at 0.572 indicating at the same time,
that agglomeration economies are not fully tapped and Asia has vast, unexplored opportunities.

In the context of the strong urbanization-GDP nexus and the various propositions that point to possible links
with poverty, this section presents (i) a synoptic view of the changes that have taken place in urban poverty ratios,
together with changes in urbanization and GDP levels; (i) regressions between urbanization and urban poverty;
and (i) regressions between GDP and urban poverty. The period covered is 1990-2010.8

Table 12 presents two main observations:

. At 51.0% level of urbanization and a per capita gross national income (GNI) of $8,185, urban poverty levels
in East Asia are 4.3%; at 32.2% level of urbanization and a per capita GNI of $3,366, one-fifth of South Asia
is below the $1.25/day poverty line. East Asia includes the PRC, which has made a phenomenal progress in
reducing consumption poverty.

8 Thereis no attempt to establish causalities. The regressions are used to generally assess the directions of the linkages.
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Table 12: Urbanization, Gross Domestic Product, and Urban Poverty: A Synoptic View

Indicator Results

GDP = gross domestic product, GNI = gross national income.

Sources:
1. World Urbanization Prospects (UN 2012). East Asia and the Pacific include Southeast Asia as defined in this UN publication.
2. The State of the World Children (UNICEF 2012) for GDP and GNI.

3. Urban Poverty, Tables 3 and 4 of this paper. Absolute numbers of the urban poor are used for working out the annual rate of change.

. With an average annual growth rate of 3.1% in urban population and a 7.5% annual growth rate in GDP, East
Asia was able to reduce urban poverty at an annual rate of about 4.0% over the past 2 decades. In South
Asia, urban poverty increased at an annual rate of 1.4%, with GDP growth rate of 4.5% and urban population
growth of 2.8%.

Regressing Urbanization with Urban Poverty Levels

Two sets of data are used for working out the regressions between urbanization and urban poverty: (i) level of
urbanization, 2011 drawn from the World Urbanization Prospects (UN 2012), and (ii) national-level urban poverty
estimates (Table 7 in this publication) for 14 Asian countries.

Regressions (Figure 4) between the level of urbanization and urban poverty classifies countries into the following
three categories: those that have (i) low level of urbanization and low level of urban poverty, (ii) low level of
urbanization and high level of urban poverty, and (iii) high level of urbanization and low level of urban poverty. The
presence of these groups results in a R? equal to zero.

N
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Regressing GDP Per Capita with Urban Poverty Levels

Table 14 presents (i) the national-level estimates of urban poverty; and (ii) the per capita GNI at 2005 PPP,
corresponding to the same years as the numbers of the urban poor. The data refer to 14 Asian countries.

Regression show that

(i)  income has an important impact on urban poverty levels;

(i) middle- and high-income-level countries (over $4,500) have relatively low levels of urban poverty and these
countries comprise Bhutan (1.7%), Malaysia (1.7%); Sri Lanka (5.3%), and Indonesia (9.2%);

(i) low- and lower-middle-income countries have relatively high level of urban poverty and this group includes
Afghanistan, Bangladesh, and India; and

(iv) middle-income countries are associated with high levels of urban poverty and low-income countries with low
levels of urban poverty.

Table 13: Urbanization and Urban Poverty

Urbanization, 2011 level (%)  Urban Poverty Headcount (%

Lao PDR = Lao People’s Democratic Republic.

Sources: UNDESA (2012) and Table 7 of this publication.
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Figure 4: Urbanization and Urban Poverty: Selected Asian Countries
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Table 14: Gross Domestic Product and Urban Poverty

Per Capita GDP at PPP Urban Poverty
Country (current international §) Headcount Ratio

Lao PDR = Lao People’s Democratic Republic.

Sources: ADB (2012b) and Table 7 of this publication.
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Figure 5: Gross Domestic Product and Urban Poverty: Selected Asian Countries
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Public Policy Responses to Urban
Poverty: Selected Asian Economies

The subject of public policy has been variously dealt with and interpreted in literature, with inadequate empirical
work on the nature and extent of relationship among policies, policy instruments, and poverty. The global literature
on this subject divides policy instruments into two classes: (i) indirect instruments—those which use resources to
accelerate growth and thereby impact on the incomes and, hence, the living standards of the poor; and (i) direct
instruments—those that rely on public provision of shelter, services, and livelihoods. The primary distinction
between these two classes is that the former is keyed to generating incomes and, hence, consumption, while the
latter is keyed to providing consumption that involves redistribution of resources among different groups. The
emergence of direct instruments, as the literature suggests, owes itself partly to the failure of the macroeconomic
processes to reach out to the poor via the widely known trickle-down effect, and partly to reinforce the macro
processes. Other scholars have discussed public policies for poverty alleviation via (i) growth and (ii) redistribution
with targeting,’ and yet, others have introduced a distinction between short-term policies involving income
transfers, and long-term policies that focus on increasing the productivity of the poor through improved health,
education, and infrastructure, and an institutional environment that encourages investment and promotes
growth. Scholars have also designed poverty reduction policies and approaches in terms of technocratic and
institutional responses. The former approach emphasizes targeting and explores programs that try to direct limited
resources to people with the greatest need. The latter approach argues that the poor lack political power and
that administrative incompetence and corruption hinder service delivery. Poverty reduction, in their view, requires
developing institutions and improved governance and sensitive political structures. Many scholars have sought to
explain within the scope of such discussions how poverty and immiseration are produced, focusing attention on
the relationships among economic development, urbanization, social change, and the exercise of political power as
it impinges on the plight of the poor (Bhagwati 1988). Still others have attempted to trace within the public policy
framework connections and linkages among exchange rates, monetary policies, interest rates, and poverty (The
World Bank 2001b). A debate begun in recent years argued on why decentralization may be good for the poor and
why it may hurt the poor (Braun and Grote 2000).

This sections looks at the key interventions that Asian economies have made to reduce the impact of urban poverty.
The sample of Asian economies covers countries from East Asia, Southeast Asia, and South Asia.

The approach to directly reaching the poor via programs targeted at them came into being in the 1960s in the rural context where the
problems of poverty were severe. In urban areas, the identification process of the poor and consequently, targeting, has always been a
difficult proposition. The practices of separating the poor from the nonpoor are ambiguous, relying on income assessment in some cases
and the place of residence in others. Both practices have serious flaws since the income criterion carries with it the usual risk entailed in its
estimation, and informal settlements are also places of residence not only of the poor but also of the nonpoor.
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People’s Republic of China

The PRC is the world’s largest urban nation with a population of over 650 million in its cities and towns. Within
a short span of 3 decades—1980-2010—the proportion of urban population has risen from 19%—significantly
lower than that of India (23.1%) and lower than most Southeast countries—to close to 50%, with urban population
tripling during this period. What is extraordinary is that notwithstanding this increase in urban population, the
headcount ratio of urban poverty has declined to less than 1% and the numbers of the poor have stabilized at
22 million-23 million. Urban PRC has a low absolute rate of urban poverty (Table 15). The World Bank suggests
that the absolute rate of urban poverty has been continuing to decline since 1980 and at $2.15/day poverty line;
it was 5.4% in 2010. Fulong Wu et al. (2010) consider the population of absolute poor in cities to be sizeable,
even without considering migrants. The numbers of the absolute poor reached 22.7 million in 2007 (poverty line
of CNY2,184/capita/year). This figure is measured according to the system of Minimum Living Standard Support
(MLSS), known as dibao, literally translated as “minimum security.” Wu et al. (2010) estimate that in 2008, there
were 22.6 million MLSS recipients, within 10.8 million households.

Until the early 1990s, the cities of the PRC effectively controlled urban poverty rates, despite having a low living
standard. The Chinese system rested on a “low income and comprehensive welfare” model, which assumed that
the government is responsible for providing comprehensive welfare. An entitlement to work was viewed as the
basic right of all urban citizens and the state sector provided medical care, pensions, housing, and others. In this
system, the poor were those who had no stable income, no working capacity, or relatives or supporters; these
poor households were known as the “Three No’s” (sanwu). Since the mid-1990s, the reforms of the economic
system has led to growth, accumulation of wealth, and rising income and opportunity differences. A sizeable social
group of poor households has been formed. The government has recognized this group in various specific terms
comprising low income groups, weak social and economic groups, and urban poor residents.

To capture the diversity of the phenomenon of poverty, the Ministry of Civil Affairs has categorized the urban poor
as (i) those who fall in Three No’s group; (ii) the poor unemployed, i.e., households whose family members claim
unemployment benefits and whose per capita household incomes are lower than the local poverty line; (iii) poor
employees—Ilaid off workers whose incomes are less than the local poverty line; (iv) residents in economic hardship;
and (v) poor students of universities and colleges unable to pay tuition and living costs. Among these groups, the
first is equivalent to the traditional urban poor, and others as the new urban poor. According to Yan Hao (2001),

Table 15: People’s Republic of China’s Urban Poverty Line, Size of Poor Population,
and Absolute Rate of Poverty, 1998-2007

Poverty Line (yuan/capita/year)  Size of Poor Population (million) Absolute Rate of Poverty (%)

Source: Wu et al. (2010).
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Figure 6: People’s Republic of China’s Urban Transition
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urban poverty in the PRC is largely a by-product of economic restructuring, where over two-thirds of the urban
poor are unemployed and laid-off workers, and those who suffer from wage cuts. Others have also offered the same
explanation, to quote Wu et al. (2010): “[People’s Republic of] China was used to minimum social stratification,
in particular in the cities, where full employment formed the basic right of social security. The massive scale of
urban poverty since the mid-1990s is quite different from the kinds of living hardships experienced in the former
regime, caused mainly by physical disabilities. The [PRC] is, therefore, facing what can be referred to as a new
urban poverty.” The same authors underscored that they aimed to highlight that urban poverty is an emerging
and complex phenomenon, which is driven by three processes—decline of the state-owned economy, changing
welfare provision, and urbanization and rural to urban migration.

A unique characteristic of the PRC’s urban poverty, amidst negligible consumption poverty, is the large number of
people who live in informal settlements and in similar conditions. According to the UN-HABITAT (2012a), the
PRC has 180.6 million people living in informal settlements, which has risen consistently since 1990, and today,
it is the largest number for any nation globally. Although access to water supply in urban PRC is high (95%), a
substantial proportion of urban households share sanitation facilities.

A number of studies have been undertaken of the rural-urban migrants who mainly constitute the informal
households. According to Gagnon et al. (2009), rural migrants are found to be discriminated in terms of the sector
in which they work, with the vast majority of them working in the informal sector, which lacks adequate social
protection. According to an official site, the rate of immigrating population living below the poverty line is very
high, mostly around 15%-20%, which is about 50% higher than the permanent residents.” Frijters et. al (2011) also
noted that migrants in the PRC received nearly 50% lower hourly wages than their urban counterparts. According
to Shin (2013), Chinese cities have increasingly become sites of discontent and polarization, as the rising affluence

10 See http://www.china.org.in.cn/english/china/47310.htm
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Table 16: Population in Informal settlements in the People’s Republic of China

1990 1995 2000 2005 2009

Population (in million) 131.7 151.4 169.1 183.5  180.6

Source: UN-HABITAT (2012a).

enjoyed by some is achieved by the exploitation of the many. With a large proportion of its population classified as
urban, the PRC has entered the “urban age” in its history, the future prospects of its social, economic, and political
development will depend on how these rising urban conflicts are addressed (Shin 2013).

The PRChasintroduced the concept of minimum livelihood guarantee scheme—dibao—an urban social protection
program. It aims to provide transfers to all registered urban households with income that is below the dibao line set
at the municipal level. The aim is to close the gap between the recipient income and local dibao line, in short, to
guarantee the identified population with a minimum income.

The urban dibao program provides regular cash and/or in-kind support to poor households up to a locally defined
poverty line, which is based on a means test. The program was initiated by the PRC’s economically developed
regions in the 1990s; this was subsequently extended nationwide via the issuance in 1998 of a regulation on urban
dibao by the State Council. The funding of urban dibao is shared by both the central and local governments, with
the bulk from the central government and directed mainly to middle and western parts of the PRC. The dibao
program has been evaluated by scholars, such as Shaohua Chen et al. (2006), who found that 43% of households
covered by dibao do not qualify to get the benefits and 72% households that should have been covered are ignored.
Implementation of dibao has several problems and, as Yuebin (2008) notes, the role of social assistance needs to
be redefined with a view to extending the overall social protection system.

Bangladesh

Bangladesh is an integral part of the urban transformation that the world is witness to, and is gradually making the
shift from “rural” to “urban” albeit at a much slower pace than other developing nations mainly due to the “low
base” effect in the level of urbanization. At the same time, with only 28.4% of the population living in towns and
cities or approximately 42 million-43 million, Bangladesh cannot be called an urban nation. Projections, keeping
in mind the growth rates of population observed during 2001-2011, and based on the UN population projection
model, indicate that Bangladesh would achieve “the tipping point” of 50% urban by about 2047 A.D.

Urbanization and the regional products have high, positive interlinkage effects in Bangladesh and provide evidence
to the hypothesis that cities are the engines of growth. The links between urbanization and per capita income
have grown strong in the Bangladesh economy. Though urban dwellers constitute 28.4% of the total population of
Bangladesh, their contribution to GDP is more than 60%, indicating that the productivity of labor in urban areas is
much higher than in rural areas. The impact of economic growth and the agglomeration economies on urbanization
trends in Bangladesh is far from being saturated. Thus, for a developing country like Bangladesh, the next few years
present great challenges as well as opportunities; only the successful exploitation and harnessing of the growth
potential of the agglomeration and urbanization economies can catapult it to a high growth path and help sustain
the growth momentum thereafter.

Using a Cost of Basic Needs (CBN) method, the Bangladesh Bureau of Statistics estimates poverty along two
poverty lines: (i) a lower poverty line, and (ii) an upper poverty line. The lower poverty line commensurate with
1,805 calories per person per day is the estimated poverty line, which determines the extent of extreme poverty.
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Table 17: Headcount Rates of Povertya, 1991-1992 to 2010

Upper Poverty Line (2,122 calories) Lower Poverty Line (1,805 calories)
National Rural Urban National Rural Urban

2 CBN method.

Source: Household Income and Expenditure Surveys.

The extreme poor households are defined as those households whose total expenditures on food and nonfood
combined are equal to or less than the food poverty line. The upper poverty line, commensurate with 2,122 calories
per person per day, is estimated by adding together the food and nonfood poverty lines, and this determines the
extent of moderate poverty. The moderate poor households are those whose total expenditures are equal to or
less than the upper poverty line. If the focus is only on the incidence of moderate poverty in the 20-year period
1991-2010, Bangladesh has seen a very significant reduction in the incidence poverty. It has declined from a high
of 56.7% in 1991 to 31.5% in 2010, showing a decline of 25.2 percentage points.

Bangladesh has a wide spectrum of social safety net programs the composition of which is a mix of conditional and
unconditional cash and food programs, subsidies, and targeted funds. Public safety net programs are focused on
rural areas, with little coverage of the urban poor. However, during the recent rise in food prices, the government
has set up subsidized rice distribution outlets, including in urban centers. Self-targeting methods are used to screen
out the nonpoor households through a combination of rationing, queuing, and providing coarse rice.

Bangladesh has an urban partnership for poverty reduction (UPPR)—which is aimed at improving the livelihoods
and living conditions of 3 million poor and extremely poor people, especially women and children, living in 30 urban
areas throughout Bangladesh. This partnership works to improve the security of land tenure, access to community
infrastructure for a healthy living environment, and access to essential services such as health facilities and finance
for improved housing and entrepreneurship. The UPPR’s components include the following:

() Local capacity building for town-level coordination committees to support the development of local poverty
reduction strategies, including a focus on achieving the Millennium Development Goals (MDGs). The UPPR
builds the capacity of local leaders to understand the causes of urban poverty and learn poverty reduction
strategies.

(i)  Assistance to communities threatened with eviction and those living in danger zones, such as river banks or
near polluted areas and those living in areas where infrastructure improvements are not allowed. The UPPR
helps to find negotiated solutions to security of tenure problems.

(i) Improvement of housing and access to affordable health facilities.

Another program that is being implemented in Bangladesh is the second phase of the ADB-assisted Urban
Governance and Infrastructure Improvement Project (UGIIP), 2009-2014. The goal of the UGIIP-2 is to promote
human development and good governance in secondary towns and support them in leading a sound and balanced
urban development. In support of this goal, the UGIIP-2 has the following two objectives: (i) to develop and improve
urban infrastructure facilities for expanding economic opportunities and reducing vulnerabilities to environmental
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Figure 7: Bangladesh’s Urban Transition
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degradation, poverty, and national hazards; and (ii) to enhance accountability in municipal government and
strengthen the urban municipalities for delivering services. In addition to urban infrastructure improvement, the
UGIIP-2 has an urban governance component, which aims at integrating urban poor and citizen awareness and
participation to the implementation of the project. The UGIIP is said to have had broader influence, for example, in
shaping the local government (Pourashava) Act of 2009, which mandates the engagement of citizens in decision-
making processes.

India

Over the past 3 decades, India has made noticeable progress in accelerating economic growth and reducing
poverty. Per capita gross domestic product (GDP) at 2004-2005 prices has risen 2.5 times over a 20-year period,
at annual rates of 4.2% during 1990-2000 and 7.8% during 2000-2010. The incidence of poverty as measured by
the headcount ratio has declined from 45.3% during 1993-1994 to 21.9% during 2011-2012. Aiming at inclusive
growth, India’s Twelfth Five-Year Plan (2007-2012) has fixed an ambitious target for reducing consumption
poverty, via income growth; employment expansion; higher levels of investment in health, education, water, and
sanitation; and directly targeted poverty-reduction programs.

While this record is impressive, poverty in urban areas continues to be a matter of heightened concern for India’s
development policy and strategy. For one thing, despite a large increase in the urban share of the GDP—from 41% during
1980-1981 to 52% during 2004-2005, currently estimated at about 60%—the pace of urban poverty reduction has
been far slower than that of rural poverty. This trend has fuelled fears that poverty in India, as in many other developing
countries, may have begun to urbanize itself, and as urbanization picks up speed, poverty in cities and towns may worsen,
and impact negatively on the country’s growth and other development goals and objectives. Even at the current level of
urbanization, which is moderate by most comparisons (31% as of 2011), and an equally moderate rate of urban population
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Table 18: Number and Percentage of the Poor, India

Number and Percentage of the Poor Poverty Ratio (%)
Rural Urban Total Rural Urban Total

Source: Planning Commission of India.

Figure 8: India’s Urban Transition
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growth (2.74%), urban deprivation levels are high, with cities and towns unable to provide basic shelter and associated
infrastructure services to a large percentage of urban population.

Besides the deficit in consumption expenditure, urban poverty in India is equally represented by a large number of
peoplewho live in squatter areas or informal settlements. These informal settlements are the physical manifestation
of poverty in cities and towns, and reflect what analysts call a dimension of social exclusion. On these measures,
cities and towns in India present a disconcerting picture. In 2011, 66 million persons lived in informal settlements,
representing 17% of the country’s total urban population.” These settlements lack water and sanitation, have high

" These are the latest figures produced by the Census of India and may be at variance with the figures put out by the UN-Habitat. The Census
of India defines a slum (informal settlement) as a compact area of at least 300 people or 60-70 households, living in poorly built congested
tenements, in unhygienic environment usually with inadequate infrastructure, and lacking in proper sanitary and drinking water facilities.

w
o



Public Policy Responses to Urban Poverty

incidence of vector-borne diseases, and are vulnerable as they have no back-up savings, food stocks, or social
support systems. Only one-fifth of the working force in informal settlements have “regular wage employment,” the
others being either self-employed or casually employed.

Indiais, thus, faced with multiple challenges—first, of bridging the consumption gap so as to eliminate consumption
poverty among the 76 million urban poor; second, of ensuring that those who are on the borderline do not slip
into poverty; third, of making cities and towns “slum-free” by working on those institutional and other barriers
that inhibit the extension of services to these informal settlements, that keep them at subsubsistence levels, and
prevent them from accessing credit, skills, and training.

Policy and program interventions aimed at directly reaching the urban poor have evolved in India as a result of a
broad-based appreciation and understanding of the problems of urban poverty and the realization that income
growth by itself may not be sufficient to alleviate urban poverty and may need redistributional inputs, including
direct transfers. In the 1950s and 1960s, government policies considered the expansion of housing stock as a
viable response to the problem of “slums.” Slums, as the First Five-Year Plan (1951-1956) noted, were “a disgrace
to the country” and took the position that “from the national point of view it was better to pay for the cost of
clearing slums than to continue to pay the mounting cost of slums and suffer their destructive effects upon
human lives and property indefinitely” (Planning Commission of India 2011). Currently, the basic thrust is on
growth, which is considered essential for reducing the numbers of the urban poor and for sustaining poverty
reduction, but for growth to benefit the poor, it needs to be accompanied by more rapid employment expansion;
greater investment in health, education, water and sanitation, and child nutrition; and directly targeted poverty-
reduction programs.

The post-1991 era is marked by one of the most extraordinary shifts that have come about in India in the approach
and thinking about cities and urbanization and the institutional and financial frameworks that should be in place
for addressing issues of widespread urban poverty and other related urban issues, such as the provision of shelter,
services, infrastructure, governance, accountability, and participation. The shift in approach and thinking stems, at
leastin part, from (i) the need to realign urban sector policies and programs to the emerging macroeconomic context
of the post-1991 period, and (ii) the growing importance of the role of cities and urban centers in the domestic
economy as reflected in their contribution to the country’s GDP and urban productivity. Both of these factors
have led to a series of important initiatives and interventions comprising the (i) Constitution (seventy-fourth)
Amendment Act on Municipalities, (ii) capital market financing of municipal infrastructure, (iii) Urban Reform
Incentive Fund (URIF), (iv) the Jawaharlal Nehru National Urban Renewal Mission (JNNURM), and (v) Rajiv
Awas Yojana.

The JNNURM is a reform-linked grant facility for cities and towns to meet the contemporary challenges of
maintaining and accelerating the GDP growth rate, on the one hand, and increasing access of the urban poor to
shelter and basic services such as water and sanitation, on the other, thereby making cities “inclusive.” The mission
is unique in that it combines a grants-in-aid component with urban sector reforms, the purpose of which is similar
to that of the economic reforms in the 1990s, that is, to (i) eliminate those legal and statutory provisions that have
constrained the functioning of the land and housing markets, (ii) do away with the pricing regime that impedes the
flow of investment into urban infrastructure, (iii) undertake tax reforms so as to bring about fiscal viability among
municipalities, (iv) safeguard the interests of the urban poor households by ring-fencing municipal expenditures
meant for them, and (v) bring in accountability by putting in place disclosure and accountability laws, and the like.
The JNNURM requires that basic services, including security of tenure, be provided to the urban poor and that the
budgets for basic services to the urban poor be earmarked.

As a complement to the INNURM, the government has introduced a new initiative called the Rajiv Awas Yojna,
which envisages a “Slum-Free India,” in which every citizen has access to basic civic and social services and decent
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shelter. It aims to achieve this vision by encouraging states to tackle the problem of informal settlements in a
definitive manner, by a multipronged approach that focuses on

()  bringing all informal settlements within the formal system and enabling them to avail of the same level of
basic amenities as the rest of the city,

(i) redressing the failures of the formal system that led to the creation of slums, and

(ji)  tackling the shortages of urban land and housing that keep shelter out of reach of the urban poor and force
them to resort to extralegal solution in a bid to retain their sources of livelihood and employment.

Pakistan

Like many other developing countries, Pakistan has experienced arapid pace of urbanization. Its level of urbanization
has increased from 17% in 1951 to 36% in 2010 and its annual average growth rate is 3.1% (1990-2010), which
is higher when compared with South Asia’s figure of 2.7% during the same period. The Government of Pakistan
defines “national poverty line on the basis of 2,350 calories per adult equivalent per day at PRs748.57 per capita per
month at the prices of 2000-[20]01 and minimum nonfood requirements”. The government does not differentiate
between urban and rural poverty and has the same poverty line for both areas.

The process of urbanization has had a dual impact on the development process of Pakistan’s economy. It has
encouraged the workers to switch from low productive sector (e.g., agriculture) to high productive sectors (e.g.,
services and manufacturing). Subsequently, it generated formidable problems for residents by depriving them of
access to essential basic needs. It can also be observed, in the case of Pakistan, that the poor try to urbanize faster
as compared to the whole population and this urbanization process leads toward the emergence of urban poverty.
Urban poverty is distinct from rural poverty in terms of incidence, economic, demographic, and political aspects.

Figure 9: Pakistan’s Urban Transition
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Table 19: Urban Poverty in Pakistan

Region 1993-1994 1996-1997 1998-1999 2000-2001 2004-2005 2005-2006 2007-2008
Overall 28.2 25.8 30.6 34.5 239 22.3 =

Sources: Pakistan Economic Survey, 2007-2008; Arif and Hamid (2009); Awan and Igbal (2011).

Statistics on urban poverty showed a rising trend during the 1990s, which increased from 15.4% during 1993-1994,
to 22.7% during 2000-2001. However, it declined to 13.1% during 2005-2006. This sharp decline is linked with
strong economic growth, rise in per capita income, large inflow of remittances, and better economic and social
policies of the erstwhile government. Once again, after 2006-2007, urban poverty showed an increasing trend.
During 2007-2008, urban poverty increased to 14.1% of the urban population.

Apart from the issue of urban poverty, skewed income distribution is also a major issue in the country, especially in
urban areas. Income distribution worsened in the urban areas during the high-growth period. For example, between
2001 and 2006, Gini coefficient increased from 0.32 to 0.35 for urban areas. Various factors are responsible for
these urban disparities including an unequal distribution of wealth, ownership of land and property, and financial
assets; an uneven access to social services like education, health, water and sanitation, and economic opportunities;
and a failure to generate revenues for social and physical infrastructure.

Although the national poverty incidence is only 14.4%, the shelter and service deprivations are severe—46.6% or
almost half of urban Pakistan live in informal settlements, and only 58% of the households have access to piped water
within premises. Pakistan has very low health and education attainment levels. School life expectancy in Pakistan
is the lowest in Asia at 7.3 years, under-5 mortality rate (urban) is the highest in Asia at 78, and immunization
coverage among 1-year-olds (urban) is among the lowest in Asia at 68, with the average for urban Asia being 79.

Therise in urban poverty is often attributed to slow economic growth, wage and employment restraints in the public
sector, low development expenditure, low private investment, unstable agriculture production, high inflation, and
poor governance of social services. This massive poverty with unemployment raises severe challenges for Pakistan’s
process of urbanization. These circumstances were also explained by reasons of political instability and volatility
and poor governance of social services. Studies confirm, through a multivariate econometric analysis, that there is
inverse relationship between urban poverty and governance. While economic susceptibility is a main cause in the
rise of poverty in Pakistan, exposure to poverty has also arisen from social powerlessness, political marginalization
and instability, ill-functioning and delinquent institutions, uncontrollable corruption, lawlessness, terrorism, and
income inequality (Akram et al. 2017).

According to Syed Hashim Zaidi (2011), urban poverty in Pakistan is a multifaceted problem and the rapid rate
of urbanization across Pakistan has made it even more challenging to keep urban poverty under control. Zaidi
(2017) underscores the role of community-based organizations in addressing the problem of katchi abadis and
informal settlements, and highlights the role that Orangi Project has played in improving the informal settlement
in Karachi. The Orangi Project was set up to analyze the problems of Orangi town and come up with solutions for
them (Zaidi 2011). It has, however, developed and extended into spheres such as a research and training center,
health, and social development. It has also set up a low-cost sanitation program, water and drainage network,
established schools, and introduced a low-cost housing program (Zaidi 2011).

Pakistan has in place a nationwide Urban Poverty Alleviation Program (UPAP)—which is being implemented with
technical assistance from the United Nations Development Programme (UNDP). The UPAP extends microcredit
services to finance income-generating activities of the poor. It utilizes a Group Approach, and enforces strict
repayment discipline through peer pressure and close group supervision. The UPAP has established loan centers in
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settlements of typically 4,000-6,000 households. Staff (local and nonlocal) are recruited and trained on the basic
microcredit principles. They are responsible for the monitoring and recovery of loans given to borrowers residing
in these settlements. Group methodology gives UPAP time to assess the borrower’s capacity, minimize costs to
serve a large customer base, and to make the best use of group solidarity in case of problematic repayment. The
program serves the urban poor though it places a special emphasis on its services to women. With a burgeoning
urban population, it is imperative that the government introduces a holistic pro-poor development package that
focuses on interventions in education, labor, and housing markets across Pakistan (Zaidi 2011).

Cambodia

With just about 20% of its population in the urban areas, Cambodia is among the least urbanized countries in Asia.
Its pace of urban population has accelerated, fueled in part by rapid economic growth that it has posted in recent
years. Phnom Penh accounts for 10% of Cambodia’s total population and another 10% is distributed among other
urban centers. Cambodia has achieved a rapid decline in its poverty rates, with Phnom Penh’s poverty headcount
of 12.8%. Other cities and towns in Cambodia have urban poverty rates of approximately 20%.

According to the UN-HABITAT, slums account for over 75% of Cambodia’s urban population, and suffer from
extreme shelter and service deprivations. Access to basic services such as piped water within premises is available
to 65% of urban households; 13% of the urban households defecate in the open (WHO and UNICEF 2013).

The significant fall in poverty in the bigger cities is attributed to the strong urban bias in growth and concentration of
public investment. Cambodia’s economic success has largely been an urban phenomenon with three primary drivers—
garments, tourism, and construction—which have few linkages with the majority of the population who depend on
agriculture as the main source of livelihood. According to the World Bank (2009b), urban poverty is likely to become
increasingly important over time in Cambodia as the poor move to towns to seek alternative livelihoods.

The Sahmakum Teang Thaut, a nongovernment organization (NGO), has been engaged in carrying out surveys of
khans (districts) in Phnom Penh. Its surveys show that in the past decade, a major shift of urban poor settlements
has taken place from the inner to the outer khans. Some commentators link this development to successful
government policies in poverty reduction; others highlight the displacement of over 100,000 residents since 2000.
The surveys also show that access to work is harder in outer districts and that the urban poor fear eviction as the
majority of these settlements remains unsettled (Sahmakum Teang Tnaut 2009).

The Government of Cambodia has developed a National Social Protection Strategy (NSPS), which aims to
accelerate progress toward the MDGs, reduce poverty and inequality, and bring socioeconomic security to its
population. The NSPS prioritizes the development and provision of safety nets for the poor and vulnerable that
includes the urban poor, and community-based health insurance that require financial contributions by the poor

Table 20: Poverty Estimates in Cambodia, 2009

New Poverty Lines®
(Riels/per capita/day) Headcount Ratio (%)

2 The new poverty line takes into account the (i) food poverty line, (ii) nonfood allowance, and (iii) cost of water.

Source: Ministry of Planning, Government of Cambodia (2013).
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Figure 10: Cambodia’s Urban-Rural Population Growth Trends
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as a part of social protection. Given the many sources of vulnerability faced by the country’s poor, safety nets are a
key component in the development of social protection.

Cambodia has also established an Urban Poor Development Fund (UPDF) under a memorandum of understanding
between local communities and the Asian Coalition of Housing Rights. The UPDF aims to create a revolving fund
that provides soft loans to poor communities, which are extended on condition that borrowing communities have
well-established savings groups. These loans are provided only when communities have at least 10% of the loan or
grant amount in their collective savings. However, implementation of the NSPS is weak and there is at present no
urban poverty targeting system.

Indonesia

Indonesia is one of the rapidly urbanizing countries in Asia. According to the World Urbanization Prospects
(UNDESA 2012), Indonesia had close to 50% of its population (approximately 120 million) in its urban areas in
2010. Economic growth has been strong in the country and has helped Indonesia reduce poverty substantially over
the decades, with urban poverty headcount ratio having registered a decline from 11.4% in 2004 to 10.7% in 2012
(ADB 2013b). The urban poor are concentrated in the two heavily concentrated provinces of Java and Sumatra,
their shares being 67.6% and 20.4%, respectively. Subgroups among the urban poor that are particularity vulnerable
include recent migrants, child labor, street children, and those living in informal settlements (Baker 2012). The gap
between the poor and nonpoor, according to national-level statistics, has widened. The Gini coefficient has risen
to 0.35in 2009 from about 0.31in 1999. Regional disparities persist and eastern Indonesia lags behind other parts
of the country, notably Java.

Informal settlements account for 12.12% of Indonesia’s urban population (2009). Service deprivations in urban
Indonesia are severe—with 42.5% of urban population having access to piped water within premises, and sanitation
coverage of 72.8% of urban population. Its social indicators are keeping pace with the averages for urban Asia.
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Figure 11: Indonesia’s Urban Transition
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Indonesia has a wide range of social assistance program targeted at the poor households, the most important
of these being the National Program for Community Empowerment (PNPM), which provides an umbrella
framework for all community-driven development programs. The PNPM approach is to leverage local knowledge
for identifying obstacles to development while building capacity for coordinated action. Within this framework,
the government introduced in 2008 a program called the Community Life Improvement Program for the Urban
Poor (PNPM-Urban), which is an upgrading program that combines top—down approach with the local conditions.

The overall development goal of PNPM-Urban is to improve living conditions within an environment of improved
local governance. Thisis achieved through three main components—community empowerment, local government
support and service provision, and local capacity building. The PNPM-Urban approach relies on volunteer,
community-based organizations with elected leaders called BKM. The BKM formulates a community development
plan to guide activities, with a small team for project administration and subproject implementation. BKM receives
funding in three tranches every year for activities designed to meet the goals of community development plans.
The program is a core part of the country’s poverty reduction strategy as well as national urban strategy.

A World Bank (2012a) evaluation study of the pilot program of PNPM-Urban notes that the program is an
effective approach for community participation and for addressing basic infrastructure at the community level.
Independent assessments of infrastructure quality have shown it to be high, and community organizations are
perceived to be working well. The evaluation also identified a number of areas where the program could be
improved to further enhance efficiency and impact. These areas include efforts to (i) strengthen project activities
for social and economic needs, which may have a greater impact on individual and household welfare, (ii) ensure
the participation of women and the poorest people in communities, (i) more systematic program alignment with
the local government’s budgeting processes, and (iv) further capacity building of facilitators. It also noted that the
PNPM-Urban could be used as a platform to improve the targeting of social programs within poor communities.
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To address the issues of rapid urbanization, the Government of Indonesia has launched the Cities without Slums
Program, which is incorporated in the Long-Term Development Plan, 2005-2008. The policy aims at alleviating
the condition of informal settlements in cities by 2025. The government has also issued Law No.1/2011 on Housing
and Settlement Areas, which specifies the roles and responsibilities of central and local governments in providing
housing and settlements.

The Philippines

The UN’s World Urbanization Prospects (UNDESA 2012), places the urban population of the Philippines at
45.3 million (2010) and its proportion to total population as 48.6% in 2010. It has been urbanizing at a moderate
pace. Compared to other Southeast nations, its economic performance has been historically on the lower side.
During 1990-2011, its per capita GDP grew at an average annual rate of 1.9%, which is a rate that is comparable
to Indonesia (2.7%), Thailand (2.8%), and Viet Nam (6.0%). The Philippines has received investment grade from
rating agencies and a process of reforms has been initiated by the present administration.

However, over the last decade, the Philippines achieved high and sustainable economic growth of around 5%-7%.
Nevertheless, this good economic performance was not translated into jobs and poverty reduction. Poverty in the
Philippines remained flat since 2006 and came down only by 1% between 2006 and 2012 to 27.9% as of 2012. The
poverty line is P7,821/month for a family of 5, similar to the $1.25/day per capita international poverty line.

The 2012 figures for poverty incidence in Metropolitan Manila is about 12%. However, according to ADB, “a very
large segment of the urban population is just above the poverty line and extremely vulnerable to slipping back
into poverty” (ADB 2012¢e). According to the Housing and Urban Development Coordinating Council (HUDCC),
urban households with limited or no access to basic services, security of tenure, and affordable housing have
reached 3.6 million. Informal settlements are a growing problem in larger urban areas, with households residing in
dangerous locations like railroad tracks and riverbanks. Less than 50% of the urban population have access to piped
water or individual household connection. The Government of the Philippines is in the midst of introducing a major
resettlement program for informal settlers who live in high-risk zones along the waterways.

Inequalities in the form of shelter deprivation and disparities in living standards and access to basic services and/
or infrastructure are evident in most urban areas. These shelter inequalities depict significant polarization in the
distribution of wealth and resources of cities, which have deepened poverty for those living in informal settlements.
According to the UN-HABITAT, 40.9% or 18.3 million of the urban population of the Philippines live in informal
settlements. Manila alone is home to over 4 million informal dwellers or 37% of the city’s population. Not all
households in these settlements, however, are income poor. Only 32% of the informal dwellers (or less than a
million people) are poor, based on national poverty lines. In most cities, but most pronounced in Manila, informal
settlement communities and other smaller settlements with no security of tenure and inadequate access to basic
services coexist with exclusive, fully serviced, and gated communities (Ballesteros 2010). Giving the provision of
services for water supply and sanitation in Metro Manila to private concessionaires had brought in a huge increase
in the service coverage—in the Eastern zone, the coverage is close to 100%, and that includes the poor households.

In the National Capital Region (Manila) and highly urbanized areas, the magnitude of housing need—backlog
housing and new households—is staggering. Predictably, the greatest need for housing is in Manila, with a housing
deficit of almost half a million units, followed by Southern Tagalog. The HUDCC estimated that by 2010, about
3.7 million housing units will be needed in the country. The worsening situation in the social housing sector is
evident in Manila where about 43% of its more than 10 million inhabitants live in communities with substandard
housing. The Philippines has involved the private sector strategically in the creation of affordable housing.

The government has put in a National Informal Settlers Slum Upgrading Strategy (NISUS), which was intended
to guide the national government and local government units in preparing and implementing effective policies
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Figure 12: Philippines’s Urban Transition
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and programs on upgrading the informal settlements. It aims to (i) provide analytical reference and support the
key thrusts of the government to develop “sustainable communities” and complement the “National Government
Resettlement Policy,” provide inputs in updating the National Urban Development and Housing Framework,
and in preparing the Local Shelter Plans; (ii) align and feed into the preparation and implementation of the
Philippine Development Plan, 2010-2016; and (iii) promote awareness, involvement, ownership, accountability, and
partnerships among the stakeholders in the upgrading initiatives. The NISUS will serve as a reference in developing
the resettlement policy as it is expected to define the parameters for the resettlement of communities. It will
pursue further and expand the work of the interagency TWG on Informal Settlements.

The NISUS is expected to contribute to improved local governance and local economic development. In many
major cities, informal settlement communities constitute a large part of the population. The strategy will help local
government units to identify policy and program options forinformal settlement upgrading that should be integrated
into the local planning documents, such as the Comprehensive Land Use Plans, Comprehensive Development
Plans, and Local Shelter Plans. The resulting investments (e.g., housing, related infrastructure, and social service for
upgraded communities) will lead to creating job opportunities, real estate development, and intensified housing
finance and development activities in these cities, thus contributing to local economic development.

Viet Nam

Viet Nam is one of those developing countries that have moved rapidly in terms of growth over the 1990-2010
period, posting an average annual growth rate of 6% in per capita GDP, rising from 20% to 30% in terms of
urbanization level, and in terms of achieving progress in poverty alleviation. Viet Nam opened its economy in 1986,
with a renovation program named Doi Moi to transform a centrally planned economy (CPE) into a market economy.
As a result of the doi moi, the country has attained important economic outcomes. Viet Nam has an annual average
economic growth of 6% in the 1990s and the 2000s. In the early 1990s, nearly 58% of Viet Nam’s population was
below the poverty line ($1/day income), making Viet Nam one of the poorest countries, globally. Forward 20 years,
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Box 10 Private Sector’s Housing Involvement in Manila’s Informal Settlement
Communities

The National Urban Development and Housing Framework, 2009-2016 finds the urban housing problem to be
serious (Philippine Development Plan, 2011-2016). The magnitude of housing need is estimated to reach 5.8 million
housing units in 2016. Over the years, Manila has been unable to cope with its rapid population growth, making it
one of the most densely populated megacities in the world. In Manila, the total backlog has been projected to reach
496,928 housing units. The housing problem is evident in the proliferation of slum areas and informal settlements.
In Manila, there are 581,059 informal settlers.

The government realized that it could not meet the growing housing needs and came up with an innovative
strategy that would involve the private sector and nongovernment organizations in housing provision. On its

own, the government has allocated less than 1% of the total government expenditures for the housing sector in
recent years, which makes Philippine public spending on housing one of the lowest in Asia. To rapidly address the
housing problem, particularly the proliferation of informal settlements, the government has formulated a National
Slum Upgrading Strategy that sets the targets for upgrading programs. The Philippines has decisively shifted from
a state-led to a market-led form of housing provision with the enactment of the Urban Development and Housing
Act 0f1992. The new policy seeks to enable market actors to address urban housing needs through incentives and
penalties. The Housing and Urban Development Coordinating Council, a government agency, is addressing the
housing problem through innovative policies and programs, which are worthy of replication.

In addition, city governments engage the private sector in building low-cost housing on inclusive business models,
where on-site resettlement and titling of land and houses for the poor is being financed through cross-subsidies
from freed up land in which the developer is also investing in commercial building and housing for higher-income

groups.

Source: Philippine Development Plan, 2011-2016.

Table 21: Poverty Rates and the Poverty Gap, Viet Nam (%)

1993 1998 2002

Source: The World Bank (2008).

Viet Nam was recognized by the world’s donor community as a success story, with overall poverty declining to 15%
and urban poverty at 3.3%.
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Figure 13: Viet Nam’s Urban Transition
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Source: UNDESA (2012).

According to the Vietnam Household Living Standards Survey of 2008 (VHLSS-08), 14.5% of the country’s
population is below the poverty line; the poverty rate is only 2.4% in Hanoi and 0.3% in Ho Chi Minh City. These
figures have, however, been revised upward to 13.9% for Ho Chi Minch City and 1.6% for Hanoi. Hanoi uses a
poverty line that is half as high, and by this measure, the poverty rate in Hanoi is 1.6% in 2009 (UNDP 2010). The
most vulnerable category among the urban poor was the migrants without legal registration.

Although Viet Nam’s GDP is growing and income levels among the poor are rising, these have not necessarily
translated into improved access to services and affordable housing for the urban poor. Almost 35.2% or 9.2 million
of the urban population are said to be living in informal settlements, according to the UN-HABITAT definition. Only
59% of Viet Nam’s urban population has access to piped water supply. The health indicators in urban Viet Nam are
higher than the average for urban Asia, but school life expectancy is 11.7 years, as against 12.4 years for urban Asia.

Viet Nam is an example that stands out for its success in growth and urban poverty reduction through proactive
public interventions. This is attributed to trade liberalization, export promotion in labor-intensive manufacturing,
and substantial investment in infrastructure and education and to investments targeted at regions with high
numbers of poor people and high growth potential. The aim was to promote urban centers where capital and skills
are more plentiful and to redistribute returns through public transfers to rural areas. The growth and poverty impact
of this strategy has proven to be very successful. The public policy response of the Government of Viet Nam to
urban poverty also includes strengthening social protection through area-based programs, social assistance, labor
market policies, and social security schemes and programs.

Brazil

Brazil is moving forward toward diminishing inequality with a development agenda of economic growth, income
distribution, and social inclusion. Despite the important achievements in economic and social development, the
cities of Brazil still face critical challenges. Currently, 194 million people live in cities, which is 84.4% of the country’s
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population. While the pace of urban growth has decreased, the favelas (informal settlements of Brazil) have grown
faster than the cities in every decade since the 1950s. The term favela best describes the precarious and low-
income housing settings in Brazil. In the 1980s and 1990s, the population in favelas increased by 7.6% and 4.2%,
respectively, while the annual urban population growth rates were just 1.9% and 1.6%. Between 2000 and 2010, the
population in favelas increased from 6.5 million to 11.4 million. Also, over the decades, favelas increased not only
in numbers and size but also became socially, spatially, and economically heterogeneous. While varying in size,
density, or risk exposure, these settings commonly have informal patterns of land occupation, limited access to
services, and precarious living conditions. Social indicators suggest significant gaps in development.

In order to bring in a propoor housing and urban development strategy, the federal government launched a growth
acceleration program called PAC in 2007. The goal was to increase investment in infrastructure and provide tax
incentives for faster and more robust economic growth. One of the PAC subprograms is the PAC-Slum Upgrading
(PAC-SU), which was designed to tackle the critical reality in Brazilian cities—providing infrastructure and
improving the living conditions in favelas, particularly the largest ones. At the national level, three priority areas
of intervention were identified within the PAC: transport, energy, and social-urban infrastructure. The Ministry of
Cites and the National Housing Secretariat define the parameters for upgrading interventions in favelas, including
the strategy for program implementation, and the instructions for project selection and execution. Municipal
governments are the main decision makers at the local level. They are responsible for setting the criteria for public
investments, selecting the areas to be upgraded, elaborating proposals, and executing projects. Beneficiaries and
community-based organizations (CBOs) are expected to define a local agenda of priorities and take part in the
consultation processes on project design and execution. PAC-SU mobilizes resources for slum upgrading. The
bulk of funds comes from the Federal Budget. Additionally, local and state governments add counterpart funding
to the slum upgrading interventions. The contribution is defined as a ratio of the total investment, varying
from 5% to 10%, and can take the form of financial (cash) or physical resources (assets, land or services). The
PAC-SU is essentially infrastructure programs designed to tackle the multifaceted deprivation in favelas. Its
integrated approach includes four main components, as follows:

(i)  Construction projects—infrastructure provision, accessibility, refurbishment or new housing provision.

(i)  Land regularization and tenure security—regularization of the settlement area in accordance with urban
zoning and environmental legislation, tenure security for households benefited by the program.

(iii)  Social support programs—participation and involvement of beneficiaries in the decision-making process,
capacity building, awareness-raising, and alternatives for income generation.

(iv) Environmental projects—improvement of sanitation systems, recovery of degraded and hazardous areas,
and environmental education.

The recent consolidation of programs to upgrade favelas in Brazil has been made possible by strong institutional
foundations at national and subnational levels, coupled with political will and a robust momentum of the economy,
which has supported public investments. The PAC-SU has achieved positive results in improving access to
services, infrastructure, and housing in favelas. But the program faces challenges in combining the benefits in the
built environment with social development and environmental sustainability. The continued growth of favelas and
the remaining shortages in social services (as brought out by the National Census of 2010) suggest that there is
much work to be done. Issues that will define the future of PAC-SU include how the program will interact with the
long-term and strategic vision of national policies and how it will contribute to promote more inclusive urban and
housing development in Brazil, including provision of tenurial security to the dwellers of favelas (Lonardoni 2013).

The above description is, at best, a brief sketch of the country’s positions and perspectives on issues of urban
poverty. These, however, indicate the heterogeneity of the poverty issues and the diverse ways in which Asian
countries have attempted to respond to urban poverty.
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Asia’s Urban Poverty and What it

May Mean for the People’s Republic
of China and ADB

Asia’s Urban Poverty Load

Between 1990 and 2010, the Millennium Development Goal (MDG) target of halving global poverty (i.e., the
proportion of people whose income was less than $1/day) was achieved 5 years ahead of schedule. Asia made
significant contributions to this goal by lifting 758 million out of poverty; globally, the numbers of the poor who
were taken out of poverty were 693 million, the lower global number being the effect of an increase in the numbers
of the poor in Sub-Saharan Africa (SSA). Indeed, if the numbers are used as the principal yardstick for poverty
reduction, then global poverty reduction between 1990 and 2010 was largely an Asian story. On urban poverty
front, Asia also lifted 70 million people out of poverty, from a total of 93 million of the world’s urban poor.

At the same time, Asia presents to the global community a set of urban poverty challenges that are unprecedented
in scale and complexity, as follows:

®

©)

i)

(V)
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Asia accounts for 70% of the world’s (developing countries) total urban poor. The proportion of the urban
poor in Asia is higher when compared with the average for the developing world.

Asia accounts for over 60% of the developing countries total informal settlements’ population. This same
population accounts for 28.6% of Asia’s total urban population. The UN-HABITAT (2010a) has registered
high levels of shelter deprivation within these informal settlements in a large number of Asian cities and
towns. In its report on Millennium Development Goals (MDGs), the United Nations (2010) noted that the
number of informal dwellers in the developing world is actually growing, and will continue to rise in the near
future. The progress made on reducing their number has not been sufficient to offset the growth of informal
settlements in the developing world. Evidence from Asia is in line with the global trends.

Asia accounts for close to 70% of the world’s working poor, measured at $2/day and approximately 62% of
them measured at $1.25/day. The working poor do not have access to what the International Labor
Organization (ILO) calls decent jobs and work in the informal sector under highly unstable and vulnerable
conditions. The recent deterioration of the labor market worldwide and in Asia has caused stagnation in
formal employment. Those engaged in vulnerable employment are not typically bound by formal work
arrangements.

Notwithstanding higher level of access to water and sanitation services in urban areas, Asia still has huge
deficits and, according to the World Health Organization (WHO), will need to invest $38.5 billion in these
services to be able to attain the MDG goals of water and sanitation;

Asia is faced with a class of “new urban poor,” an outcome of the restructuring of the economies in the
post-1990 period, reduced state sector relating to welfare provision, rural-urban migration, and a general
meltdown in global financial and trade transactions. As Asian cities and towns are exposed internationally as
indeed they are, they face far greater shocks that emanate from outside their country borders.
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Table 22: Country-Specific Interventions for Urban Poverty Reduction

PRC = People’s Republic of China.

(vi)

(vii)

(viii)

CY)

)

Consumption poverty is particularly high in the relatively small and medium-sized towns; these towns
have weak linkages with their rural hinterlands. Large cities, on the other hand, have higher proportions of
population in informal settlements with unfavorable living conditions.

Asia’s burden of urban poverty is shared unequally among peoples of different ages and sexes. Although
robust data on how these burdens are shared are thin, there is anecdotal and location-specific information
that suggest that poor women, poor children, and poor youth are exposed to poverty in a bigger measure.

Economic growth is important for urban poverty reduction. According to the 14 Asian countries data, a
1% increase in per capita gross domestic product (GDP) has produced 0.25% reduction in urban poverty.
While the urbanization-GDP nexus is positive, it is vastly untapped to yield its full potential.

Most Asian countries complement the GDP route to poverty reduction with programs directly targeted at
the urban poor (Table 22).

India and the PRC hold the key to urban poverty reduction in Asia and globally. They account for a greater
part of Asia’s urban poverty, with India accounting for about one-third of the world’s (developing countries)
urban poor, 13% of informal settlements’ population, and over 40% of the working poor. The PRC accounts
for 22% of the world’s informal dwellers, and this consists of a class of new urban poor the numbers of which
are not available but are estimated to be significant. This is an important aspect of emerging poverty in Asian
cities and towns, where poverty is a function not only of the domestic factors and policies, but determined
by factors that are external to the country borders. Any progress in global poverty and poverty in Asia is
crucially dependent on how India manages its growth and urbanization policies, and how the PRC manages
to integrate its informal dwellers with the cities’ population and address growing inequalities. The February
2012 notification of the PRC government gives small and medium-sized cities the right to grant hukoa to their
residents, excluding 164 largest cities in the PRC from this notification.”? The other crucial determinant of the
progress of global poverty and poverty in Asia is the speed with which Asian economies are able to put social
security systems to safeguard the poor from shocks that are external to their borders.

2 According to the Investment Strategy of [the People’s Republic of ] China dated 27 February 2012, the State Council has set new parameters
for hukou reforms under which all small cities can now grant urban hukou to residents who have a steady job and a steady dwelling place, and
under which medium-sized cities can grant hukou to those with 3 years minimum of employment history and a steady dwelling place. See
Merril Lynch. 2012. [People’s Republic of ] China: A Strategist’s Diary. 27 February.
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Directions for the People’s Republic of China’s urban poverty

It must be acknowledged that the PRC’s urbanization has taken place under conditions that are vastly different
from those observed in most Asian countries. It is a product of the long-practiced “one child policy” and hukou
system, which restricts mobility and residency in places other than those of registration. Moreover, the post-1980
urbanization in the PRC has passed through an interesting phase of the development of small to mid-sized urban
centers using the concept of Li Tu Bu Li Ziang—“leave the soil but not the village.” It was part of the government’s
land use policy, aimed at reducing low-efficiency land-use patterns by merging dispersed residential clusters into
one town or small city. The 1980-2000 period also saw an increase in the number of cities via the upgrading of
rapidly growing towns to city status, leading to the identification of urbanization as one of the overarching policies
in its Tenth Five-Year Plan 2000-2005. The biggest policy change was that the government perceived urbanization
as a key ally in economic development efforts. The bias against large cities has weakened as it became evident
that while small cities were effective in absorbing local surplus labor, they lacked agglomeration and economies
of scale. It was accompanied by a partial relaxation of the hukou system. Since then, urbanization has played a
dominant role in guiding the PRC’s development and has been closely linked to the country’s increasing application
of government policy.

The PRC’s urban poverty is best exemplified in the following two areas: (i) informal dwellers of over 180 million
people (i.e., those who live with reduced scale of rights, benefits, and services); and (ii) a class of new urban poor
displaced by the forces of globalization, by a fall in the demand for exports, reduction in state benefits, and rural-
to-urban migration. A publication of the Organization for Economic Co-operation and Development (OECD)
indicates that large-scale urban development and urban economic restructuring has resulted in relocation of
residents and increasing unemployment and poverty in Chinese cities. The most distinctive group is the rural-
to-urban migrants, since a comprehensive system of welfare (e.g., unemployment insurance, pension, medical
care, and public housing) for new migrants from rural areas is not available for them. Besides, there is little social
assistance and public infrastructure for these migrants. Another major urban poverty group is perhaps the laid-off
workers from state-owned enterprises (SOEs).

If these are the manifestations of urban poverty in the PRC, the policy responses would seem to center around
(i) developing a mechanism of integrating informal settlements within cities and mainstreaming of urban
development—with several countries currently aiming at having cities free of informal dwellers by assigning
these residents with some form of tenurial security to enable them to improve and upgrade their habitat with
basic services; (ii) organizing informal dwellers into small communities to empower them and make the transition
cost-effective and efficient; and (iii) strengthening the social protection measures. An ADB publication points
out that the social protection index of the PRC is lower than that of the average for East Asian economies. It also
points out that the unweighed social protection index for labor market programs for the PRC is 0.048 compared to
0.078 for the East Asian economies. It would appear necessary to examine ways that would allow this index to be
strengthened (ADB 2013c).

In 2008, Armin Bauer et al. (2008) produced a paper on the implications of the World Bank’s new poverty data for
ADB. They pointed out that while poverty reduction continued to be ADB’s overarching goal, its knowledge work
was less focused on achieving direct poverty reduction. This paper indicated that poverty reduction was in no way
a finished business, and referred to the need to introduce, among other things, “spatial dimensions into the poverty
discussion [that] go beyond rural-urban divide.” The authors added that “broader investment in slum development
(mostly related to housing, slum upgrading, and urban planning, rather than confined mainly to drinking water and
sanitation, would be more useful” (Armin Bauer et al. 2008). The analysis that this paper presented underlines the
need for ADB to bring in a direct focus on urban poverty for three principal reasons, as follows:

(9]
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(i)  Trends toward increasing poverty in urban areas—while the numbers in this respect are not yet robust, the
fact that the shares of the urban poor in the Asia’s total poor, that the numbers of the urban poor have risen
in several Asian countries, and that the rate of decline in urban poverty has been lower than that in rural
poverty—underscore the importance and urgency of a direct focus on urban poverty.

(i) Urban poverty is not just consumption poverty, it has dimensions that relate to three important forms of
deficits—shelter deficit, as shown in the large number of households living as informal dwellers in slum-
like condition, livelihood deficits, as shown in the burgeoning informal sector and rising proportion of the
working poor, and service deficits directly affecting the productivity and quality of life of the urban poor.
Explicit recognition of the multi-dimensionality of urban poverty will be an important step for ADB to design
its directions more suitably.

(ii)  Trend toward increasing informality in the urban labor market across Asian countries. While these trends
are evident, the explanation underlying the trends is not, presenting to ADB a fresh agenda of exploring how
rising informality—said to be suboptimal—coheres with rising GDP growth.

There are other implications for ADB. The first relates to the urban poverty data sets, which this paper shows ends
with 2008, for which the Global Monitoring Report provides the proportions of the rural and urban poor at 2005
purchasing power parity (PPP). The 2008 poverty data, however, cannot be assumed to be representative of the
year 2013, especially in the light of dramatic events that have marked the post-2008 period. As Asia becomes
increasingly urban and exposed to global cycles, it becomes even more compelling to have urban-rural distribution
of the poor across regions and across major countries, at least those countries that have populations in excess of
100 million, for a realistic assessment of its nature, size, and dimensions.

Second, the period 2008-2013 has witnessed globally a crises of unprecedented proportions and globalization has
come under serious questioning and scrutiny. Many Asian countries have experienced its impact on GDP growth
and on the volumes of trade and financial transactions. The 2008 estimates of urban poverty do not capture the
effect of the crises. Judy Baker (2008), in her Impacts of Financial, Food and Fuel Crises on the Urban Poor, observed:
“The urban poor are particularly vulnerable in times of crises due to their heavy reliance on the cash economy, job
losses and wage reductions in urban-based industries and no agricultural production to fall back on.” According to
Baker (2008), the impacts on poverty from the food and fuel crises have been significant. “The rise in food prices
between 2007 and early 2008 was estimated to have increased the share of the population in East Asia, the Middle
East, and South Asia living in extreme poverty by at least 1%. The impact on the urban poor was particularly acute,
increasing the incidence of urban poverty by more than 1.5 percentage points in East Asia, the Middle East, South
Asia and Sub-Saharan Africa.” Her analysis shows that with the financial crisis, growth is slowing and exports from
the developing to developed countries are declining. In places such as Dhaka (Bangladesh), where many of the
garment workers already fall below the poverty line, job losses or reduction in wages could result in higher levels
of extreme poverty. In the PRC, reduced foreign demand for Chinese goods has caused closure and job losses
in cities. “Companies have closed along the eastern coastal belt, with more failures expected over the coming
months, leaving Beijing increasingly concerned about the implications for social salability”. It is important for ADB
to undertake an assessment of the impact of the financial crises on the urban poor in Asian economies, particularly
those that have substantial trade and financial transactions.

Third, most countries have in place specific interventions to reduce urban poverty. Reviews of these interventions
indicate that the primary purpose of these interventions is alleviation of poverty by bridging the gap or the deficit
in income-consumption, shelter, livelihood, or services. Examples of countries designing preventive strategies are
few—even in informal settlement prevention where global research links proliferation of such settlements to the
nonfunctioning of urban land markets. Few countries have taken explicit policy decisions to reform urban land
markets. It is important for ADB to bring in its lending operations some key elements for introducing reforms in
spheres such as the urban land and urban labor markets.
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End of Poverty in 2030 (or 2025 AD)

The attainment of the MDG goal of halving poverty 5 years ahead of schedule has triggered a global debate on what
the The Economist (2013) calls an obvious question—“If extreme poverty could be halved in the past 2 decades,
why should the other half not be got rid of in the next two? If 21% was possible in 2010, why not 1% in 20302
This question has intensified the poverty debate and is a subject of discussion in various quarters. In a paper by
Chandy et al. (2013), they observed that “between 1990 and 2010, the share of the population of the developing
world living in extreme poverty was cut in half.” This fulfilled the first and foremost Millennium Development Goal
(MDG) 5 years ahead of schedule. Moreover, it would appear to bring the end of extreme poverty within reach. If
the same rate of global progress is sustained, extreme poverty will be eliminated in 2030. In other words, if it took
20 years to lift half the world’s poor above the poverty line, a further 20 years should take care of the other half.
This has rightfully got people excited. In the words of the Irish singer Bono, “The zero zone—is just around the
corner (Chandy et al. 2013).” Chandy and the others would then ask: what are reasonable expectations for how
poverty will unfold over the coming years? How feasible is it for extreme poverty to be eliminated by 20302 And
what factors will determine progress toward this goal? Martin Ravallion (2013) has also asked the same question
in his paper, “How long will it take to lift one billion people out of poverty?” Ravallion (2013) develops explicit
scenarios for future growth and distributional change, informed by knowledge of recent past performance against
poverty and current expectations about growth prospects across the developing world. Chandy et al. (2013) and
others derive a range of plausible poverty outcomes based on alternative scenarios for how mean consumption per
person and the distribution of consumption in each country might evolve in the next 2 decades.

Significantly, such discussions and forecasts ignore urban poverty and the emerging evidence that poverty may
be shifting to cities and towns. Lifting the urban poor out of poverty has thus far been of secondary importance.
Scholars link this to the unpreparedness of countries to manage the phenomenon of urbanization of which urban
poverty is an integral part, hence, calling for a major engagement of ADB with the expanding phenomenon of
urbanization.

3 See The Economist (2013). This issue further notes that “In April at a press conference during the spring meeting of the international financial
institutions in Washington D.C,, the President of the World Bank Jim Yong Kim scrawled the figure “2030” on a sheet of paper, held it up and
announced, “That is it. This is the global target to end poverty.”
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Table 1: Aggregate Poverty: Regional Aggregations 1990, 2008, and 2010
(using 2005 PPP and $1.25/day poverty line)

Latin Middle
Eastern America East and
East Asia Europe and and North Sub-Sahara
and Pacific South Asia Central Caribbean Africa Africa Developing
(EAP) (SAS) Asia  Asia (ECA) (LAC) (MNA) (SSA) World

Note: Asia is the sum of East Asia & Pacific (EAP) and South Asia (SAS) regions as defined by the World Bank.

Source: Calculations based on World Bank PovcalNet database, accessed on 9 May 2013.
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Table 2: Aggregate Poverty: Regional Aggregations (using $1.25/day poverty line)

Head count rates below $1.25 a day Number of Poor (in million)

2008 1990 2008 1990

Decline/ Increase
1990-2008
(in million)

Regions Rural Urban Rural Urban Rural Urban Rural Urban

Note: Asia is the sum of East Asia & Pacific (EAP) and South Asia (SAS) regions as defined by the World Bank.

Source: Calculations based on the Global Monitoring Report 2013, and World Bank Indicators database for population figures.

Rural Urban

Table 3: Urban and rural poverty measures using a poverty line of $1.08/day (in 1993 PPP):

Regions and the World

Number of poor (millions) Headcount index (%) Urban share of Urban share of the

Regions Urban Rural Total Urban Rural Total the poor (%)

Population (%)

continued on next page
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Table 3  continued

Number of poor (millions) Headcount index (%) Uiemndiere e Uibem o aiihe

Regions Urban Rural Total Urban Rural Total the poor (%) Population (%)

Source: Ravallion et al. (2007)

Table 4: Proportion of Population below the Overall, Rural and Urban Poverty Line:
Asian Economies (national) (%)

Earlier Year Latest Year

Overall Year Rural Urban  Overall Year Rural

continued on next page
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Table 4 continued

Earlier Year Latest Year

Overall Year Rural Urban  Overall Year Rural Urban

PRC = People’s Republic of China, Lao PDR = Lao People’s Democratic Republic, Myanmar = Republic of the Union of Myanmar.

Source: Framework of Inclusive Growth Indicators 2012, ADB; UN Millennium Database 2012; and World Development Indicators database 2012
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Table 5: Absolute Number of Poor: Overall, Rural and Urban (in million)

Difference
Earlier Year Latest Year (latest minus earlier)

Year Overall Rural Urban Year Overall Rural Urban Overall Rural Urban

Lao PDR = Lao People’s Democratic Republic.

Sources: Calculations were based on data from the Framework of Inclusive Growth Indicators (ADB 2012b), UN Millennium Database 2012, and World Development
Indicators database 2012, with population estimated from the World Urbanization Prospects: The 2011 Revision (UN 2012).
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Table 6: Rural and Urban Poverty Gap Ratios and Gini Indices: People’s Republic of China,
India, and Indonesia

Headcount ratio (% Poverty Gap (%) Gini coefficient (%,

Country Rural Urban Rural Urban Rural Urban

Source: World Bank PovcalNet database, accessed on 5 April 2013.

Table 7: Slum population (absolute numbers and proportions):
Some Asian countries: 1990, 1995, 2000, 2005, 2007, 2009

Proportion of urban population living in slums (%) Slum Population at mid-year (million)

Country 1990 1995 2000 2005 2007 2009 1990 1995 2000 2005 2007 2009

Lao PDR = Lao People’s Democratic Republic, Myanmar = Republic of the Union of Myanmar.
Source: UN-HABITAT (2012a)
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Table 8: Distribution of households by type of residence: Some Asian countries: 2000-2005

Area with 25% Area with Area with Area with 75%
or less slum 26%-50% slum 51%-75% slum or more slum
Country Type of household households households households households

Source: UN-HABITAT, Global Urban Indicators Database (2012a).
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Annex Tables

Table 10: Education and Health Attainment Levels: Asian Economies, 2010

School Life Expectancy Under-5 Mortality Rate Immunization Coverage
(vears) (per 1,000 live births) among 1-Year-Olds (%)
Country (national) (Urban) (Urban)

continued on next page
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Table 10 continued

School Life Expectancy Under-5 Mortality Rate Immunization Coverage
(vears) (per 1,000 live births) among 1-Year-Olds (%)
Country (national) (Urban) (Urban)

Sources: Millennium Indicators Database Online (UNSD); Global Health Observatory Data Repository (WHO); The State of the World’s Children Report,
2012 (UNICEF); Institute for Statistics Data Centre (UNESCO).
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Table 11: Government Expenditures on Education and Health: Asian Economies, 2011

Government Expenditure on Education Government Expenditure on Health

Economy (percentage of total expenditure) 2011 (percentage of total expenditure) 2011

continued on next page
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Table 11 continued

Government Expenditure on Education Government Expenditure on Health

Economy (percentage of total expenditure) 2011 (percentage of total expenditure) 2011

Source: ADB (2012b).
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Annex Tables

Table 12: Social Protection and Labor Rating and Government Expenditure on Social Security
and Welfare: Asian Economies

Government Expenditure on Social Security

Syl | oy et Form e T e and Welfare (% of total expenditure)

Country Rating 2011 2000 2011

continued on next page
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Table 12  continued

Government Expenditure on Social Security
Social Protection and Labor and Welfare (% of total expenditure)

Country Rating 2011 2000 2011

Source: ADB (2012b).



Annex Tables

Table 13: Status of Employment: World and Asian Regions, 2002 and 2012

Developed
Economies and Southeast Asia
World European Union East Asia and the Pacific South Asia Asia

2002 2012 2002 2012 2002 2012 2002 2012 2002 2012 2002 2012

Source: ILO (2012a).

Table 14: Population by Age Groups: Asia and Asian regions, 2000 and 2010

Age Group

Source: Calculations based on World Population Prospects, the 2010 Revision.
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Table 15: Youth (15-24) Unemployment Rate: World and Asian Regions, 2002 and 2012

Developed
Economies South-East
& European Asia & the
World Union East Asia Pacific South Asia Asia

2002 2012 2002 2012 2002 2012 2002 2012 2002 2012 2002 2012

Source: ILO (2012a).
Table 16: Urbanization and Per Capita Gross Domestic Product: Asian Economies, 2011

Per Capita GDP at PPP
Economy Percentage Urban (current international dollars)

continued on next page
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Table 16 continued

Per Capita GDP at PPP
Economy Percentage Urban (current international dollars)

Source: ADB (2012a).




Annex Tables

Table 17: Sanitation-Country Results

Coverage (2010) Population to Cover Total financial capital

Rural Urban MDG Universal costs (million $ 2010) Benefit-cost

Country % % ‘000 people MDG Universal ratio

MDG = Millennium Development Goals, Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China.
Source: WHO (2012).
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Urban Poverty in Asia

Table 18: Water-Country Results

Population coverage % Population to Cover

2010 ‘000 universal Total financial capital

Rural Urban MDG targets Universal costs ($million 2010) Benefit—
Country % % ‘000 people MDG Universal costratio

MDG = Millennium Development Goals, Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China.

Source: WHO (2012).
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Urban Poverty in Asia

This report provides an overview of important urban poverty questions. What defines urban poverty and

how is urban poverty being measured? What other factors beyond consumption poverty need to be tackled?
Who are the urban poor? What relations exist between urban poverty and city size? What linkages exist
between urbanization, income, and urban poverty? What policy responses to urban poverty are implemented
in selected Asian countries? The report served as a background study for the International Policy Workshop

on Urban Poverty and Inclusive Cities in Asia, organized by the Asian Development Bank and the International
Poverty Reduction Center held from 24-25 June 2013 in Sugian, Jiangsu Province, the People’s Republic

of China.

About the Asian Development Bank

ADB?’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing member
countries reduce poverty and improve the quality of life of their people. Despite the region’s many successes,
it remains home to approximately two-thirds of the world’s poor: 1.6 billion people who live on less than

$2 a day, with 733 million struggling on less than $1.25 a day. ADB is committed to reducing poverty through
inclusive economic growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main instruments for
helping its developing member countries are policy dialogue, loans, equity investments, guarantees, grants,
and technical assistance.

ASIAN DEVELOPMENT BANK
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
www.adb.org



	Introduction
	Nature and Dimensions of Urban Poverty
	Moving beyond the Income-Consumption Poverty: Inequalities, Shelter, Services, and Livelihoods
	Who Are the Urban Poor—Women, Children, Youth, Minority Groups?
	Poverty and City Size
	Exploring the Link among Urbanization, Income (GDP) ,and Urban Poverty
	Public Policy Responses to Urban Poverty: Selected Asian Economies
	Asia’s Urban Poverty and What It May Mean for the People’s Republic of China and ADB
	Annex Tables
	Bibliography

