Understanding
chronic poverty

in China

For the Chinese peasantry of the 19th and early 20th century, lifelong
poverty, hunger and vulnerability were the norm. In the late 20th century,
a unique combination of revolution, land reform and central planning,
followed by the gradual opening up of the economy, has dramatically
reduced the proportion of people trapped in poverty. Indeed, much of the
achievement in global poverty reduction over the last 30 years is attribut-

able to progress in China.

However, the benefits of recent rapid economic growth have been
highly unequal, both between regions and across social groups. Growth,
and its benefits, have been concentrated in urban and coastal areas
while neo-liberal reforms, including the introduction of user fees in health
and education, the closure of state-owned enterprises, and the with-
drawal of the ‘iron rice bowl’ (quaranteed access to food)” have reduced
the incomes of many poorer households while increasing their costs. The
historical disadvantages that minority groups have faced continue and
may well have deepened in recent times.

Poverty trends in China

Since the beginning of the economic re-
forms in 1978, China has experienced
rapid economic growth: official figures
suggest 9% on average between 1978 and
2000. This has been accompanied by a
dramatic reduction in absolute rural pov-
erty, at least until the mid- to late-1980s.
Chinese statistics, which use an official in-
come poverty line of about US$0.67/day,
indicate a massive decline in the number
of rural Chinese in absolute poverty
from 250 million in 1978 to 34 million
in 1999. World Bank (2003b) estimates,
US$1/day poverty line, report a slightly
more modest decline in poverty measured
based on household incomes from 260 to
97 million over the same period.
However, much depends on the meas-
ure that is used. According to the most
recent estimates, the number of rural
poor with daily expenditures below
US$1 in 1999 was 235 million, more
than twice that under the income poverty
line.? Indeed, using the expenditure crite-
rion, poverty in China actually increased
in the late 1990s, from 214 million
(1996) to 235 million (1999). The differ-
ence in these figures seems to be due to
the large number of households clustered
around the US$1/day poverty line: mini-
mal saving by those whose daily income
is just above the poverty line pushes their

daily expenditure down just below.>

At the same time as per capita incomes
have risen, income inequality has wors-
ened markedly,* and this is increasingly
matched by inequalities in social indica-
tors. The improvements in national
human development indicators over the
past three decades have been impressive,
but not for everyone. The gaps in health
outcomes between regions and social
groups are enormous; for example, while
the national infant mortality rate has
dropped from 48 per 1000 live births in
1975, to 32 in 2000, IMR among the
poorest quartile of the rural population
remains 3.5 times higher than that
among city dwellers.” While the majority
of the country’s population may have ex-
perienced improvements in their well-
being, a large minority are still waiting to
see the benefits of growth ‘trickle down’.

How many people are
chronically poor in
China?

In estimating numbers in chronic poverty
in China, we take the US$1/day poverty
estimates based on household expendi-
tures, to be consistent with other coun-
tries. There are no national-level panel
data for China, and limited reliable data
of any kind on urban poverty. Best

estimates are that between 40 and 65
million people live in persistent poverty,
or between about one-fifth and one-
quarter of the country’s absolute poor.
Chronic poverty may be on the rise as
the ‘new poor’ join the ranks of those
left behind by growth.

Available panel data covering five con-
secutive years between 1991 and 1995 in
rural Sichuan,® shows that only around
6% of households were consumption
poor in all five years, compared to 44%
who were poor in at least one year. But
there is still a high degree of persistence,
once a household has fallen below the
poverty line.”

On the basis of panel data from four
southern provinces®, almost 60% of
rural poverty in the three poorest provin-
ces, but less than 20% in the better-off
province, is chronic.’

Other indicators suggest that chronic
poverty remains a significant problem in
China. For example, on the ‘preventable
death’ criterion of chronic poverty,
China has tens of millions of ‘missing
women’. Huge numbers of children -
about one-quarter according to a 1993
survey — are malnourished. '’

Who are the chronically
poor in China?

The chronically poor in China tend to
have several characteristics that combine
to trap them in poverty. Some of these
can be seen as ‘historically’ predisposed
to chronic poverty while others are the
‘new poor’, impoverished by recent pro-
cesses, many of whom seem likely to
form tomorrow’s chronically poor.
Ethnic minorities: China’s non-Han
populations have faced discrimination
for centuries, and despite the profound
socio-economic changes in the country
over the last 50 years, this discrimination
appears to be a constant thread in pat-
terns of impoverishment. There are more
than 50 ethnic groups, comprising only
9% of the total population, but 40% of
the absolute poor in the country.'! Their
difficulties are exacerbated by the remote
and rugged areas in which a large major-
ity of minority peoples live.

Older, sick, or disabled people, and
households with high dependency
ratios: In rural areas, the poorest house-
holds are those who support older, sick
disabled

and, increasingly, family
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members. Poverty is particularly persis-
tent in households where one or two eco-
nomically active people have to support
both young children and ageing parents.

In urban areas, chronic poverty has
been identified with the ‘three “Nos” ...
no ability to work, no savings and no
friends or relatives to depend on’.!?
While the old age pension system limits
the extent of chronic poverty in old age
and reduces the pressure on households
with older members, the introduction of
user fees for health care has increased
the likelihood of households with older,
sick or disabled members becoming trap-
ped in poverty.

Orphaned and abandoned children,
and street children: Official Chinese
estimates in 1999 suggested there were
about 100,000 abandoned children, pri-
marily girls, but also disabled boys."?
There are also 150,000 street children,
most of whom are not included in the
‘orphan’ statistics. These figures are
likely to grow as HIV/AIDS rates contin-
ue to rise. Chinese children living outside
families are often severely and variously
deprived, with extremely limited access
to education and poor nutritional status.
Contracting social expenditures have
begun to turn around, and are increasing
both in absolute terms and relative to
total government expenditure and to
GDP alongside transfer expenditures.'*

The ‘New Poor’. Over the 1990s, many
have become poor because of economic
restructuring. As in the transitional
economies, the collapse of state-owned
industries, particularly in one industry
towns and cities, has meant that millions
of people have lost their livelihoods and
their social security at the same time."
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