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1. Background

1.1 Achievements of PA in China:

Following a high rate of economic growth, China has 
achieved a great achievement in poverty reduction in 
the last three decades.
From 1979 to 2008, the average GDP growth rate for 
China has been a remarkable 9.8%, compared with a 
world average of 3%. 
The number of the absolute poor in the country fell 
from 250 million in 1978 to less than 35 million in 
2009, based on China’s official poverty line. 
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The major achievements of poverty reduction in China
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poverty line
Low income poverty population in rural areas
(10,000)
The incidence rate of absolute poverty in
rural areas (%) 
The incidence rate of low income poverty in
rural areas (%)
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Note: In 2008, Chinese government incorporated absolute poverty line and low income 
line into single new poverty line, which is higher than previous two lines. By the end of 
2009, the size of poverty in China decreased from 40.07 million to 35.79 million measured 
by new line.    
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Achievements of poverty reduction in different poverty line
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China's development theory: Home-driven development road
Liberate the productive forces (Deng Xiaoping)

Development is the fundamental principle (Deng Xiaoping)

People-oriented (Jiang Zeming)

Harmonious development (Hu Jingtao)

Rights + Technology progress = Productive forces
Liberate the productive forces (empowerment)
• Land reform: → empower produce rights to household

• Price reform: → empower exchange rights to farmer

• Mobility reform: → empower mobility rights to farmer

Technology progress (Learning + Independent innovation)

1.2 How to achieve the great achievements?
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1.3 Challenges

Huge gap of development
Income gap
the gap of access to public services

Risks and Vulnerability
Risks:

• Natural disasters (such as earthquake, drought) 
• Economic crisis

Vulnerability
• Minority areas
• Ecologically fragile areas 
• Immigrant population
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Rising of Income Gap
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Rural & Urban



10

1.4 Study Questions

Whether the public expenditure on county level is 
pro-poor?
How about the quality of growth on county level?
What dimensions are poor for HHs and what are 
the priority demensions that should be highlighted 
by public policy?
The extra cost of functional deprived could be 
estimated?
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1.5 Aims

To measure the extent of poverty in Inner Mongolia Autonomous 
Regions in China using the 'Multidimensional poverty measurement' 
based on CBMS.
To Identify the characters and underlying causes of poverty in this 
minority region.
To integrate the subjective being and functional deprived (people be 
deprived in social network and rights, lack of tree freedom).
To Link the supply of  public policies with the demand of HH based on 
CBMS, PEA and Structure Analysis on county level.
It is antipated that the study will contribute to the formation of national 
poverty reduction strategy (2011~2020)
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2. Concept Framework

Analyze the the quality of 
growth through the 
methods of PEA and 
Structure Analysis 
Adjust Structure and 
promote pro-poor 
development

Supply Side by Public Policy Demand Side by Conmunity & 
HH

Assess the multidimensional 
poverty situation
Identify the priorities of HHs 
development
Promote Conmunity Driven 
Development 

County Based Budget Survey 
(CBBS)

CBMS+IPRCC HH Survey
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2. 1  Supply Side

Employment structure
Industries structure
Urbanization rate

Contribution of sectors

Structure Analysis:overrall PEA: Revenue & Expendture

Govt. - Fiscal Revenue
Enterprises - Income Tax
HH - Disposable Income

Agriculture
Social Service
Transfer Payment Structure

National Income Account:
County

General Budget Account:
County
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2. 2 Demand Side

Income
Education
Health
Nutrition
Housing
Water & Sanitation
Employment
Peace and Order
......

CBMS IPRCC HH Survey

Standard of living
Happyniess 
Social network
Functional deprived

CBMS IPRCC HH Survey
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3. Activites & Methdologies

PEA & Structure Anaysis (ommison)
Multidimensions of poverty (OPHI)

Capability approach (Amartya Sen).
Accordingly, public concerns about poverty have also 
expanded from the income-based traditional dimension 
to multiple dimensions (Alkire, 2007).
From the central point of view of multidimensional 
poverty, the measurement of human poverty does not 
only include the indicator of objective poverty as well 
as the poverty in terms of subjective perception of well-
being (Wang and Alkire, 2009).



16

3.1 Multidimensions of poverty (OPHI)

Indentify poor: Twin 
cutoffs

• Poverty line for each 
domain

• Cutoff in terms of 
numbers of dimensions
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Subjective well-being refers to well-being based on 
personal judgment (Rojas, 2004), which is usually a 
judgment about life satisfaction and the individual’s 
perception of well-being. 
when the global incidence of income poverty decreases 
and income distribution becomes wider, more emphasis 
is placed on the assessment of and research on 
subjective well-being (Wang,2010). 

3.2 Subjectivity of poverty



18

Theory Argument Main Literatures

Relative theory

How income influences subjective well-being 
depends on the change of one's expectation and 
social comparison. No matter what income level one 
has, the difference between their current and past 
economic status will influence their subjective well-
being.

Easterlin (1974)

Absolute theory Higher income enables easier satisfaction to basic 
needs and better subjective well-being. Venhoveen (1988, 1991)

Adaptation 
theory Stronger adaptability enables easier happiness. Brickman et al (1978)

Expectation 
theory

A person's satisfaction is correlative to their total 
expectation. No matter what income level they have, 
they will be happy if they consider their expectations 
to be satisfied.

Michalos (1985)

Subjective Well-being Theories
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Subjective well-being model:

'W' --is a dependent variable representing subjective well-being 
'I' -- represents annual income per capita.
'D'-- is a demographic variable that influences well-being, including gender, 
age, marital status and so on.
'S'-- is a sociological variable representing the membership of a social 
network, cooperative society, association or any other organization.
'A' -- is an attitudinal variable that reflects a personal life attitude.
'P' -- is a social policy variable showing, for example, whether a person is 
covered by certain medical insurance.
'β' is a parameter to be estimated, and;
'ε' is a residual term.

0 1 2 3 4 5W I D S A P            
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3.3 Functional deprived

Objective deprived: it is believed that personal deprived 
is directly caused by food, diseases, and other 
conditions, which need give material suport.
Functional deprived: Under the Sen's capbility 
approach, I think that functional deprived  is a social 
and rights construct resulted from the joint effect of 
personal conditions and social environment--lack of 
true freedom, which need empowerment. 
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Extra cost of functional deprived
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Extra cost of Functional deprived

S = aY + bD + gX + k

Where:

S is an indictor of the  standard of living;

Y is household income;

D is a dummy variable used to express the status of functional deprived;

X is a vector of the structure of the family;

a, b and g are coefficients to be estimated; and

k is a constant.

b/a--the extra cost
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4. Survey

Survey site: Kezuohouqi (banner), Inner Mongolia
Population: 390,000

• Mongolian: 75%

Areas: 11,500 Km2

Sample HHs: 2700 
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5. Expected Output

Report: Multidimensional Poverty Measurement 
in Inner Mongolia.
Working papers:

Growth quality and mulidimensional poverty 
measurement based on CBMS.

Extra cost of functional deprived people in Inner 
Mongolia.

Subjective well-being deprived in Inner Mongolia.
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IPRCC

Roles
The IPRCC is designed to provide a platform for 
knowledge sharing, information exchange and 
international collaboration in the areas of poverty reduction 
and development. 
Main functions:

Research 
Cooperation 
Training
Exchange
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IPRCC
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Research Exchange Training Cooperation
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