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EXECUTIVE SUMMARY

Many government programs supported by the Government of Zambia and world donor
organizations are designed to alleviate poverty. Accordingly, it is important for assistance program
design, implementation, and evaluation to have a clear and accurate concept of this condition and its
prevalence. This paper identifies the extent of poverty in Zambia and reports a profile of low-income
households that might be used for targeting assistance programs to the poor. The data used to
estimate poverty levels come from the Zambian Household Expenditure and Incomes Survey (HEIS)
conducted in June 1991.

The distribution of total expenditures, with total expenditures used as a measure of income, is
relatively skewed in Zambia. Half of households have one-quarter of total expenditures. The Gini
coefficient among individuals equals .44, and equals .46 for households. A poverty line of mean per
capita total household expenditure shows almost 70 percent of households to be in poverty; more than
30 percent of households fall below one-half the mean per capita expenditure line.

Data from the 1991 HEIS show the rural population to be mostly poor, with a greater level of
poverty and greater proportion of poor than in urban areas. Within the rural population, larger
households and female-headed households have relatively higher levels of poverty. Of, perhaps,
greater concern is the relatively high level of poverty in rural areas among those with education above
the elementary level. This suggests that returns to education, especially at the primary level, may be
small for those who remain in rural areas. Continued reliance on subsistence or near-subsistence
agriculture as a source of income cannot sustain higher levels of income generation.

Assistance programs for the poor in developing countries tend to concentrate on food, given
evidence of how consumption levels and their immediate effects have an impact on health and
performance. Targeted assistance programs designed to improve living conditions for the poor in
Zambia can achieve greatest impact in rural areas, where most of the poor are located. However,
since the rural poor generate a relatively large share of their total expenditure through home-produced
food, the ability to directly and immediately affect well-being through income or food assistance is
limited. For rural areas, strategies aimed at increasing education above the primary level, enhancing
off-farm employment opportunities, and improving agricultural development may have more
significant impacts on poverty in the long run.

While food budget shares are relatively similar among income deciles in rural and urban
populations, the smaller reliance on home-produced food in urban areas, in contrast to rural areas,
suggests that food assistance programs are likely to be more effective in improving well being of the
urban poor. The survey data indicate that the urban poor live primarily in the Eastern, Western, and
Copperbelt provinces, in large households, and in households having older and widowed heads.
These groups, especially, would benefit from targeted assistance given the apparent limitations that
they face in regard to possibilities for increasing their per capita incomes.



A PROFILE OF POVERTY IN ZAMBIA BASED ON THE
1991 HOUSEHOLD EXPENDITURE AND INCOMES SURVEY

Many government programs supported by the government of Zambia and world donor
organizations are designed to alleviate poverty. For effective program design and efficient allocation
of program resources, it is important to understand the characteristics of potential target populations.
For food programs, in particular, necessary information includes the types of foods consumed,
underlying variation in consumption patterns for households, and the identification of effective ways
to target food programs. Identified means of targeting food assistance to the poor may involve, for
example, easily observed characteristics of the households and underlying consumption patterns
themselves.

The 1991 Zambian Household Expenditure and Incomes Survey (HEIS) was undertaken by the
Prices and Incomes Commission of the Government of Zambia (GOZ) with support from the U.S.
Agency for International Development (USAID), and with cooperation from the Central Statistics
Office and the United Nations Development Program (UNDP). The survey provides information that
can be used for evaluating measures of poverty and related characteristics of low-income households.
One objective of the survey was to identify key poverty groups in order to provide information for
more effectively targeting food assistance programs to those most in need.

This paper identifies the extent of poverty in Zambia and reports a profile of low-income
households in order to identify characteristics of households that might be used in targeting assistance
programs to the poor. An overview of the survey data is followed by a description of alternative
poverty line measures and the methods used in this study to evaluate poverty. A descriptive analysis
of the characteristics of the poor, an overview of their food consumption patterns, and a summary of
the findings on poverty measures and implications for targeting food programs comprise the

remainder of the paper.

The Data: Survey Design, Sampling Scheme, and Household Weights
The 1991 HEIS collected information from households on expenditures, transfers, and business
expenses. Individual and household level information was collected on demographic variables and

incomes. The survey information was collected in June 1991, weekly for four weeks. There were
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2,930 households in the original sample; the data used for this report consist of 2,439 households.
Households that were deleted did not have complete identifying information, had no identified
household head over 13 years old, or failed to report food transactions in each of the four interview
periods. This last criterion was used as a screen for complete recording of survey information.

The survey consisted of six parts:

1. The Household Section included information on the location of the household and
characteristics of each household member (relationship to household head, age, sex, education,
marital status, employment status, and occupation).

2. Household Consumption Expenditures included the quantity and value of goods and services
obtained through market purchase, barter, or consumption of home-produced food, beverages,
and tobacco. This section covered food items, clothing, housing, medical care, education,
recreation, transportation, communication, furniture, and other goods and services.

3. Nonconsumption Expenditures covered household information on direct taxes, gifts outside of
the household, savings, mortgage payments, other payments to pension funds, and similar
expenditures.

4. Sources of Income included individual Ievel information on cash and in-kind income from
salaries, wages, agriculture, manufacturing, repairs, marketing, food and catering services,
informal sundry services, mining, and other sources. Income also included gifts received,
scholarships, and other transfers, as well as other sources of income including rent, interest
payments, pensions, and bonuses. Agricultural income included type and quantity of foods
produced as well as gquantity sold, retained, and consumed.

5. Operational Expenses for Self-Employment Activities included information on business
expenses incurred from agricultural, manufacturing, repairs, formal and informal marketing,
food services, sundry services, other business, and mining operations.

6. Maize Meal Coupon Section included information about the household’s participation in the
coupon program, as well as information on the amount of maize meal obtained through the
maize meal coupon program.

Not all information was collected at each of the four visits. Respondents completed the sections on
food expenditures and income on each visit; the household information was collected only at the first
interview, and the maize meal coupon information at the last. The reporting periods varied by
question so that more frequent income and expenditure categories were recorded weekly and less
common income and expenditures were recorded for longer periods of time.

A maize coupon program, instituted only in urban areas, was in the process of being phased out by
1991. Since the survey was conducted in June 1991, some residual effects of the coupon program
may be evident in observed expenditure patterns. However, observations at the time and reported

coupon program participation in the survey indicate that, by June, participation in the program was
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relatively small. Only 11 households reported participation in the maize meal coupon program, so
this section was not included in the analysis.

A multistage, stratified sampling scheme was used for the survey with the household being the unit
of measure. Zambia has nine provinces that are divided into districts. Every province was
represented in the sample but the Eastern province was over-sampled in order to provide sufficient
data for a separate analysis (not part of this report). Districts were defined as being either rural or
urban and were further broken down into Census Supervisory Areas (CSAs) based on those defined
for the 1990 Census of Population, Housing, and Agriculture. Ten households were randomly
selected from each CSA.

The three survey strata were (1) the Eastern Province (which contained one urban and two rural
districts), (2) rural districts, and (3) urban districts distributed among the other eight provinces.
Table 1 shows the distribution of districts within strata and number of households sampled. Due to
the nonrandom nature of the sampling scheme, weights were developed and assigned to each
household in order to represent a national distribution (Loughin, Fuller, Carriquiry 1992). The
national distribution, based on the 1990 census, means that the sum of the weights is the total number
of households in Zambia. All means and percentages in this report have utilized this weighting

system.

Methods of Analysis
Targeting assistance and alleviating poverty effectively require information about the extent and
characteristics of the population in poverty. The major objectives of this study are to identify the
extent of poverty by using the data from the 1991 HEIS, and to identify the sectors of the population

most at risk of poverty. These sectors would be prime candidates for targeted assistance.

Expenditures as a Proxy for Income

Reported income in an expenditures and income survey such as the HEIS is not often a good
measure of household income. Total expenditures is a better proxy for household income. Prior
experience with expenditure and income data shows that many households are reluctant or unable to
report income accurately. Poor households with irregular employment and various income sources
may not know their actual incomes. Individuals that rely on the informal marketing sector may be

reluctant to report their incomes accurately, Reported expenditure data tend to be more reliable and
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less prone to error than income data. For most households, especially in developing countries, there
are few household resources available for savings so expenditure data closely approximate income.

For the purposes of this analysis, expenditure includes cash outlays for goods and services as well
as consumption of home-produced foods during the reporting period. Income-in-kind, gifts and barter
were not included due to the quality of the data. Total expenditure was the sum of all reported
expenditures and valued consumption from home-produced foods. All expenditure values were
annualized since reporting periods varied for different survey items. The annualization used
appropriate period weights; for example, weekly reported values were multiplied by 52.

Rental values for housing were not imputed in the calculation of total expenditures. This may
create differences between households who pay and report rent, compared with others. In Zambia,
more urban households reported housing costs than did rural residents; hence, the reported total
expenditures could be biased downward in rural areas. However, on closer inspection of the data, the
bias was determined not to be a major problem. For those rural Zambians that did report housing
costs, the average housing share was only about 3 percent.

It is important to note that the HEIS was undertaken during a one-month period, June 1991, and
not throughout the year. Therefore, no seasonal variation was covered and June expenditures are
assumed representative of annual expenditure patterns. The month of June is after the maize harvest
season, a time of relative abundance during the year. Since the survey occurred at this time, the
reported expenditure levels (especially for food) may be somewhat higher than if data were collected
at other times during the year. Consumption of home produced commodities is an important factor in
household expenditure (especially in rural areas), and therefore especially due to the survey being
completed after the harvest season, the calculated annual expenditure level may be biased upwards.
There is no way to evaluate the extent of this bias with the current data.

Table 2 shows that the mean per capita (annual) expenditure at the national level is K10,302 per
year; one-half of that is K5,151 per year. The mean per capita expenditure in rural areas is K7,916
and about one-half the mean, K15,993, in urban areas. Note that the mean total expenditure level for
households in urban areas (K91,030) is more than 20 percent above the income support level
proposed by the Zambian government in 1991 of K72,000 per household; on a per capita basis, this
income support level would be K12,652 (72,000 divided by 5.46, the average household size).

Household expenditures show greater variation than do per capita expenditures in the survey.

Coefficients of variation (CV=(std/mean)*100%) are 23.27 percent and 8.61 percent, at the national
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level. Factors that may account for this difference are an instability in the members of the households

and larger numbers of members in income households.

Expenditure Deciles

The distribution of households across income levels provides information on the extent of
inequality in the income distribution, and is a useful way of classifying households into income
groups. Income (total expenditure) deciles were constructed on a per capita basis by ranking all
households in the sample on per capita total expenditures and then assigning ten equal groups based
on the number of households represented. The first decile represents the poorest 10 percent of
households and the tenth decile the wealthiest (Table 3). Table 4 shows the distribution of households
by deciles and urban and rural location.

From Table 3 it is evident that the distribution of per capita total expenditures in Zambia is highly
skewed. Half of the households have one-quarter of total expenditures; the lowest two deciles have
less than 7 percent of national expenditures. The Gini index, an index of the equality of the
distribution of income in the population, equais .4354 evaluated over individuals on a per capita
expenditure basis, and .4586 for households on the basis of household expenditure. Under perfect
equality the Gini index is zero, and under perfect inequality it is one. For comparison purposes, of a
qualitative nature only, estimates of Gini indices from other countries or time periods are useful. Jain
{1975) reports estimates from selected studies conducted in the 1970s. The studies at the household
level report Gini indices for Hong Kong (1971=.43), Japan (1971 = 29), Malaysia (1970=52).
Banskota et al. (1986) estimated a Gini index for Jamaica households in 1984 equal to .42. More
recently, Kakwani (1990), by using per capita consumption (adjusted for inputed value of owner
occupied dwelling, depreciated value of consumer durables and regional price variations), calculated a
Gini index over individuals of .43 for Céte d’Ivoire, for 1985; Cutler and Katz {1992) estimated a

Gini index on per capita consumption in the United States to be .34 in 1988,

Poverty Datum Line

A meaningful poverty level, or poverty datum line (PDL), provides a criterion for defining
members of the population that are living in poverty, and can be used to monitor fluctuations in the
incidence and prevalence of poverty. Those in poverty have incomes lower than this reference
amount. In practice, the choice of a PDL is a subject of considerable debate. Using an absolute

measure, such as a minimum food consumption {evel or market basket of goods to ensure survival, is
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one approach. This requires some agreement about the physical requirements for the selected living
standard, and good information on household access to goods and services that meet the basic needs.
Since the HEIS was undertaken in a one-month period, it likely does not fully represent the true
consumption pattern over the entire year. This makes the application of an absolute poverty level to
these data difficult at best. Since the main objective of this report is to profile poverty broadly in
Zambia, a relative measure is preferred. A relative poverty line defines poverty compared to the
overall living standards of the country.

Other studies in developing countries have shown that absolute poverty lines selected using the
basic needs approach tend to fall close to the mean national income (total expenditure) (Ravallion
1992). Thus, for this study, the mean national, per capita total expenditure was used to define the
poverty line, and a second poverty line, one-half of the mean per capita expenditure, was used to
identify the “very poor.” Note, however, that by using the mean, which is a relative measure, it is
impossible to ever achieve no poverty and the incidence of poverty is dependent on the distribution of
income (i.e., relative to the mean). Thus, the definition is likely to be of more use in countries such
as Zambia with relatively low incomes.

The PDLs were applied on the basis of national per capita means rather than by considering rural
and urban populations separately. Note that the rural population accounts for about 70 percent of the
total population and therefore weighs down the average. Rural deciles are “bottom heavy” while
urban deciles are “top heavy” (Table 4). Nationally, almost 70 percent (68.5 percent) of households
fall below the mean per capita expenditure level of K10,302. More than 30 percent (32.0 percent) of
households fall below the one-half mean per capita expenditure line of K5,151(Table 5). ‘

Poverty Measure

Poverty measures were calculated using a relatively general method first proposed by Foster,
Greer, and Thorbecke (1984). The poverty measure P, is calculated as follows:

P, =[E((z-y;)/2)*)/n

where

z is the poverty line;

« is a parameter that determines the type of index to be calculated;

y; is the income (expenditure) of the ith household or individual whose income (expenditure) is

below the poverty line;

n is the number of households or individuals in the sample;
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and the summation takes place over those households or individuals whose income (expenditure) is
below the poverty line (i=1, ..., q).

Different o values give different indices. A value of 0, for example, yields the proportion of
households or individuals with income below the poverty level in a given group. An « value of 2
gives a greater weight to poorer households or individuals by increasing exponentially the summed
value of the distance between z and y;.

This poverty index can be decomposed in order to compare the incidence of poverty among

different groups.

Results
The data analysis uses two poverty lines (the mean and one-half mean) and an « criterion level
equal to 2; poverty is evaluated for individuals. Reported “levels” of poverty in Tables 6 through 22
are for the poverty measure P,. Higher values indicate greater poverty among all individuals for the
designated PDL. The tables also show the distribution of individuals contributing to the total
measured poverty, and the proportion of poor in each group (the percentage of individuals with

incomes below the PDL).

Distribution of Poverty by Location

As Table 6 shows, the poverty level is relatively high in rural areas regardless of which PDL is
used. With the mean PDL, 69 percent of the population in Zambia lives in poverty; the very poor
(with income below one-half of the mean) are 32 percent of the population. The rural population of
Zambia has the vast majority of the poor, as well as a higher incidence of poverty and a higher level
of poverty than urban areas (Table 6). These differences are consistent across provinces as well
(Table 7). -

Those living in rural households of the Eastern, Luapula, and Northwestern provinces show the
highest incidence of poverty and rural households of the Central, Eastern, Luapula, and Southern
provinces contribute the most to total poverty (Table 7). For urban areas, the Eastern Province shows
the greatest level (depth) of poverty, with the Copperbelt, Southern, and Eastern Provinces

contributing most to total poverty.



Household Size
Per capita measures provide the basis for analysis of the poverty criteria in relation to income

distribution. How does household size vary by income level? As Table 8 shows, those in households
in lower (per capita) deciles generally live in larger households. The average household size of rural
households decreases as deciles increase while urban household sizes remain fairly consistent except
for the top three deciles. These top deciles have markedly smaller households. Table 9 shows, in
greater detail, the distribution of household size among the per capita income deciles: in rural areas,
those living in larger households tend to be poorer in per capita terms; throughout Zambia, those with
highest per capita total expenditures tend to live in smaller households.

- As Table 10 shows, large rural households (those with four or more members) have the highest
levels of poverty and contribute most to the perdentage of poverty. More than 80 percent of
individuals in larger rural households are poor by the mean standard; nearly one-half of individuals

are poor in large rural households using the more stringent one-half of mean standard.

Age and Marital Status

Table 11 indicates that, in all of Zambia, there are relatively more children in lower deciles than
adults, This is especially true in rural areas. In both locations, the top two deciles show a larger
proportion of adults compared with other deciles. Those in households with an older head (55 years
and older) have relatively higher poverty levels in both rural and urban areas (Table 12). The
differences in proportion of poor in each group by age of household head are more pronounced in
urban areas.

Those living in households with a widowed female as the household head show the highest
incidence of poverty (Table 13). This is the case both in rural and urban areas, Differences in
poverty levels among individuals are less pronounced for those in male-headed households, although

single males in urban areas show the lowest levels of poverty.

Education of Household Head

Education is a relatively good predictor of per capita income differences, especially in urban areas
and for levels of education above primary level (Table 14). In fact, in rural areas, except for the
highest decile group, primary education appears to have little effect on expected income. Additional
education for the head, either secondary or higher, is associated with heads in higher per capita

deciles.
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Those in rural households in which the head has no formal education, or some primary schooling
only, contribute the most to total national poverty, with the depth of poverty being greatest for those
rural households in which the head has no formal education (Table 15). Even those in households
with a head who has received secondary education, but who live in rural areas, have poverty Ievels
above those in urban areas. In rural areas, 65 percent of those in households with a head who has
secondary education and 48 percent of those in households whose head has even higher levels of
education are in households below the mean per capita expenditure level. Secondary schooling does
appear, however, to have an important effect on reducing both the percentage of poor and the depth
of poverty, especially in urban areas. Urban households in which the head has some secondary
schooling have a lower incidence of poverty than do rural households in which the head has some

secondary schooling, probably due to greater employment opportunities in urban areas.

Employment and Sources of Income

Self-employed household heads are more common in rural areas than in urban areas at all income
levels (Table 16). Self-employment in rural areas is primarily farming. Urban household heads are
more likely to be wage and salaried employees than are rural household heads, with no distinct
differences across deciles.

Table 17 shows that the rural self-employed, unemployed, and “not applicable” (including retired
or disabled heads) groups have the highest levels of poverty. Rural self-employed make the largest
contribution of all groups to total poverty, especially to the “very poor.” Nearly 85 percent of the
very poor (below one-half of mean per capita expenditures) are in rural self-employed households.
Urban households show little difference in poverty between households with employed, seif-
employed, or unemployed heads.

Information on income and income sources from household surveys such as the HEIS is known to
include many errors and problems in reporting. Very limited information on sources of income
within households, however, may contribute to some understanding of the resources available to
households. Table 18 shows the distribution of households reporting receipt of some income, by type
of income. Note, as expected, wage and salary income is reported more often in urban than rural
households; also, receipt of wage and salary income is reported for all income groups. Some
agriculture income is reported by both rural and urban households. Relatively broad reporting of

some agriculture income in the lowest urban percentiles suggests possible problems with the definition
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of “urban” areas. Receipt of income in urban areas from the trading and informal sectors is

relatively broadly distributed in all but the lowest decile group.

Foed Consumption Patterns Across Income Groups

Since food expenditures represent a major share of expenditures for the poor, they are frequently
used as indicators of levels of well-being, and food is used as an instrument for transferring assistance
to the poor. More detailed analysis of food expenditure patterns in Zambia is in two other reports
(CARD 1992 a, b). Some understanding of the role of food in the budget of the poor is important
when considering methods of targeting assistance. The analysis of food budget shares, the mean
values for shares, are calculated as the mean of observed household shares.

Food budget shares are larger in rural areas than in urban areas, at .82 and .66. Table 19 shows
the distribution of mean food budget shares, and indicates that these shares fall at higher deciles.
However, even the highest deciles show relatively large average food shares. The composition of the
food basket does change, though, as households at higher deciles purchase more meat and less
vegetables and cereals. Rural households consume larger shares of cereals and tubers than do urban
households while urban households consume more meat, fish, and vegetables.

A large proportion of the food budgets of rural households is home produced (Table 20). For
those in the lower two deciles, more than 80 percent of the value of the reported food budget is from
home-produced sources (primarily cereals). Again, in urban areas, the lower two deciles show
behaviors more like those in rural areas, and have relatively high levels of home-produced foods.

Another way to look at the standard of living for the poor is through the types of foods consumed.
Primarily carbohydrate source foods are defined here as bread, wheat flour, roots and tubers, cassava
flour, maize products, rice, and sugar. Primarily protein source foods are defined here as fresh and
preserved meats and poultry, fresh and dried fish, milk, eggs, beans, and groundnuts. The poorest
would be expected to consume relatively more of their food as carbohydrates. Among rural
households, the food budget shares for primarily carbohydrate source foods at lower deciles are high;
the food budget shares to primarily protein source foods increases as deciles increase (Table 21).
Urban households show greater consistency among deciles in food budget shares for both
carbohydrate and protein source foods. Rural households have larger food budget shares for
carbohydrate source foods than do urban households, which consume more vegetables and protein

source foods.



