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ABSTRACT

“Rich” and “poor” are multidimensional concepts of considerable value in comparative social research.
This chapter discusses conceptual and methodological issues associated with their use and is divided into
three parts. Part 1 briefly discusses national and international efforts at developing systems of national
accounts on which contemporary approaches to “wealth” and “poverty” assessment are based. Part 11
identifies the major concepts associated with comparative poverty and wealth assessment in the context of
national accounting systems. Part II also focuses on the application of selected “poverty” and “wealth”

concepts to various population groups and identifies some of the causal explanations associated with the
application of each concept. Part III discusses recent efforts at constructing more comprehensive meas-
ures of poverty and wealth assessment. The composite indexes summarized in Part III suggest the need
for more multidimensional approaches to understanding the concepts of “rich” and “poor” and “poverty”
and “wealth” if we are to succeed in better understanding their origins and social functions. The chapter
also draws on selected international data to illustrate a number of concepts associated with comparative
poverty and wealth research. These data offer unique insights into both the meaning of the concepts and
the methodologies associated with their use.

INTRODUCTION

Final work on this chapter occurred just as the World Economic Forum 2002 (WEF)
and the World Social Forum 2002 (WSF) were concluding in New York and Porto
Alegre, respectively. Both meetmgs were held in the aftermath of the destruction of
the World Trade Center in New York City and the bombing of the Pentagon in sub-
urban Washington — two of the most potent symbols of the West’s global economic
and military superiority. Both meetings succeeded in attracting thousands of partici-
pants from around the world albeit the high level of personal wealth, political power
and economic prowess associated with those attending the WEF differed dramati-
cally from those attending the WSF. Predictably, the substance of the two forums
also differed, i.e., representatives attending the WEF extolled the benefits of eco-
nomic globalization in redressing the social and economic problems confronting rich
and poor countries' and participants at the WSF blamed globalization for i mcreasmg
global poverty, social injustice, political instability and environmental degradatlon

Although held in the same hemisphere and at the same time, the two groups met in
cities separated by thousands of miles and, thereby, averted the militant confronta-
tions that had plagued other recent economic summits — Seattle, Quebec City, Wash-
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WG data offer dramatic evidence of the unequal distribution of wealth among dif-
ferent groups of asset holders in economically advantaged societies. These data
confirm, for example, that the countries with the largest wealth gaps in 1996 in-
cluded the United States (WG = $176,000), the United Kingdom (WG = $163,000),
Ireland (WG = $159,000), Italy (WG = $158,000), and Israel (WG = $155,000).
Countries with the lowest wealth gap included Sweden (WG = $96,000), Finland
(WG = $100,000), Norway (WG = $101,000), Denmark (WG = $101,000) and Bel-
gium (WG = $103,000). The figure reflects decile ratios for adjusted disposal in-
come for two groups: Low Income (P10) and High Income (P90).

Figure 4: The ‘Wealth Gap’: Income Equality” in Selected OECD Countries
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1) The chart reflects decile ratios for adjusted disposal income for two groups: Low Income (P10) and
High Income (P90).
N =21.
Source: Smeeding, 2000.

d. Poverty as a Spatial Phenomenon

Nearly all comparative studies of poverty and wealth control for their spatial distri-
bution within countries. Typically, these studies examine income disparities between
rural and urban dwellers, by gender and for other subpopulations within the same
community (Baker & Grosh, 1994; UNDP, 2000; World Bank, 1990 and 2001). In
all cases, per capita income or per capita consumption levels are used to establish
income thresholds below or above which geographically-based segments of the
population are assessed to be either rich or poor. Table 4 identifies the concepts
most commonly used by comparative researchers in their studies of the spatial dis-
tribution of income.

Table 4: Measures of the Spatial Distribution of Wealth and Poverty

Concept Definition and Uses

One of the simplest measures of income poverty, head counts meas-
ure the percentage of the population living in households below es-
Head tablished poverty lines or thresholds (Blackwood & Lynch, 1994;
Count Citro & Michaels, 1995). Though useful in identifying the prevalence
of poverty in a given population, head count data alone rarely offer
insights into understanding the underlying causes of poverty.

Refers to the inability of individuals, families, households and other
economic units to satisfy their basic needs even in economic situa-
tions of general prosperity. Two explanations often are associated
Case with case poverty: 1) the absence of some attribute whose presence
Poveity would permit individuals and others to maintain themselves (e.g.,
mental or physical illness, or handicap, old age); and 2) failures in
“social adaptability” (including “laziness”, inability to manage
money, unwillingness to control fertility, substance abuse, etc.).

Collective poverty refers to a long-term, sometimes permanent, insuf-
ficiency on the part of large numbers of people in an economy to
secure the means required to meet basic needs. The resulting situation

Collective may be so general as to characterize the average level of living in a

Poverty society or it may be concentrated in relatively large groups in an
otherwise prosperous society, e.g., among particular ethnic-racial-
age-gender groups or people who live in particular geographic areas
or regions (Buvinic & Gupta, 1997; Landes, 1998).

A variation of collective powerty in which the equivalent of economic

Concen- ghettos are created in neighborhoods, cities or regions that are by-
trated passed or abandoned by industry or agriculture. Concentrated poverty
Poverty is closely associated with unemployment, under-employment, and

social exclusion (De Haan, 1998; Woodward, 1998 ).

Widespread Poverty levels of at least 25 % that are widely distributed among the
Poverty population of a community, country or region (World Bank, 1990).

A concept that is generally restricted to poverty in current or former

gg{lert agricultural communities that are located at some distance from urban
y centers (Buvinic & Gupta, 1997; Sarna, 1994).

A concept that refers to the prevalence of income poverty in larger

Urban metropolitan areas and their associated suburbs including surround-

Poverty ing shanty towns and other temporary communities (Cannan, 1997;

Oberai, 1993).

Figure 5 illustrates the use of the case poverty concept in identifying population
subgroups at especially high risk of income poverty in the United States. The figure
controls for employment status (i.e., full- vs. part-time) family structure (i.e., couple
vs. female-headed households) and the ages of dependent children (i.e., households
with children under six years vs. those with children younger than 18 years).
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Table 6: Measures of Social Exclusion as Poverty

Concept Definition and Uses

A concept that refers to a complex set of socio-cultural-
psychological adaptations on the part of the long-term poor to
recurrent poverty, e.g., public dependency, apathy, deviance, lack
of future orientation, external locus of control, inter-generational
poverty, etc. (Cannan, 1997; De Haan, 1998; Dirven, 1995).

Culture of
Poverty

TUVEKLIIED ANU WEALLIDND

income or consumption levels are appreciably lower than those of their reference
group.

Table 7: Measures of Relative Poverty

Concept . Definition and Uses

The concept is in wide use throughout the United Nations system,
especially in its series of decennial Development Decade plans.
The concept embraces all population groups that have been ex-

Historically cluded systematically from full participation in the social, politi-

Disadvantaged " q : , t thei .
Population (,al_, and economic mamstreams ol their soc_lety, €.g., women,
Groups children, the aged, persons with severe physical or mental dis-

abilities and persons that have been discriminated against on the
basis of age, sex, race, religion, sexual orientation, ethnicity, or
other defining criteria.

The ability to satisfy needs at a level that is inconsistent with the
prevailing norms of one’s community or reference group — whether
or not those norms exceed the requirements for human survival. Rela-

Relative tive poverty includes the frustration of not only basic needs but also

Poverty needs of a higher level if these needs are routinely meet for ‘most
people in that society, e.g., for electricity, a telephone, television,
automobile, video cassette recorder, computer, eic. (Oyen et al,
1996).

Initially developed in France to describe the country’s growing
numbers of under-educated unemployed, the use of social exclu-
sion as a measure of poverty quickly spread throughout the Euro-
pean Union to include other social groups which, because of their
disadvantaged social position, also are excluded from helping to
shape the laws and policies that affect their well-being. The con-
cept has been expanded in recent years to include all persons who
live on the “margins” of industrial and post-industrial societies,
i.e., persons with disabilities, the aged, transients, truants, persons
with HIV, refugees and migrants, homeless people, and the like
(Dirven, 1995; Evans, 1998).

The Socially
Excluded

The perception of being poor relative to others — whether or not the
Subjective  perceived poverty is real in an objective sense, e.g., people who judge
Poverty their resources to be significantly less than those of their reference
group (Olson & Schober, 1993).

Among the many consequences of deeply entrenched systems of social discrimina-
tion is the creation of classes or groups of socially excluded persons, i.e., persons
who not only do not participate fully in the economies of their society but also are
unable to have a voice in shaping the laws and policies under which they must live.
Table 6 identifies three types of social exclusion of special interest to researchers
concerned with comparative poverty and wealth.

g. Poverty as a Subjective Phenomenon

Two of the most intriguing concepts used in comparative poverty research are rela-
tive poverty and subjective poverty (Table 7). In both types of poverty it is the indi-
vidual that defines him- or herself as either “poor” or “not poor,” even when prevail-
ing objective norms might lead others to classify their level of poverty differently.
Almost always, subjective assessments of poverty reflect the individual’s economic
status relative to that of other either in the same community or the same general
situation. Thus, even persons whose financial resources may exceed those of the
community on average may subjectively experience themselves as poor if their

PART III: TOWARD COMPOSITE MEASURES OF POVERTY, WEALTH AND
SOCIAL DEVELOPMENT

Thus far, the concepts referenced in this ¢hapter relied on a limited number of eco-
nomic indicators to assess the nature and extent of income poverty and wealth.
These concepts have added measurably to our understanding of the underlying
causes of poverty and especially to our understanding of the structural sources of
inequality embedded in particular economic systems (Cohen, 1998; Landes, 1998).
However, these studies also have taught us that measures of income poverty alone
are not sufficient to explain the more complex socio-cultural-political phenomena
that undergird poverty in the global arena. Indeed, methodological dependence on
the use of economic metrics as proxies for more complex social phenomena has
impeded progress toward the comstruction of more inclusive measures of global
poverty. As a result, the need for comprehensive measures of poverty remains, espe-
cially the need for instruments that combine a broader array of social and political
indicators with more traditional economic indicators. Fortunately, work on the crea-
tion of more comprehensive poverty and wealth assessment tools already has begun,
i.e., as part of the global “social development” assessment movement. Several of
these composite indices are summarized in Table 8.



3 For purposes of this chapter “globalization” refers to “a nrocess (or set of nraceccec) which amhadiac
a transtormation in the spatial organization of social relations and transactions-assessed in terms of
their extensity, intensity, velocity and impact-generating transcontinental or interregional flows and
networks of activity, interaction and the exercise of power” (Held et al., 1999). Globalization affects
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their social, political and cultural relationships.

4 Far a raomnreshancive nuarmnaw af tha iconae enerann Ainer tha olabhalimaeioe daboa. . Y¥_13 .. 1
\r777).

5 For a partial listing of the world’s “richest” people in 2001 see: http://www.forbes.com/people/2001/
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