
SP.721 (D-Lab) Fall 2004 
Session #15 notes 

Poverty Reduction Schemes 

What is poverty? Do you know it when you see it? 

Where’s the poverty line in the U.S.? In 
Bangladesh? 

The World Bank defines poverty as “the inability to 
attain a minimum standard of living and an 
acceptable quality of life.” (World Bank Discussion 
Paper No. 366) With words like “minimum” and 
“acceptable,” this definition is subjective. 

Poverty reduction policies have evolved over time. 
In the 1970s, Robert MacNamera advocated 
redistributing the world’s wealth. In the 1990s, 
policy makers came to see choices as central to 
escaping poverty – a mindset that one cannot force 
people to step out of poverty, but they should at 
least have the opportunity to do so. 

 

 

The UN has outlined a set of poverty reduction 
goals for the new millennium. Note these are 
pretty general in nature, and still a long way from 
eliminating poverty. 
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 Poverty Definition 
There are many facets to poverty, many ways that 
it occurs.  Some definitions are more qualitative, 
others holistic or qualitative. 

The “$1 a day” benchmark is widely used as a 
poverty indicator. Some point out that if you didn’t 
consume any petrol, bought beans and a few fresh 
vegetables and ground your own grains, you could 
live quite inexpensively in the U.S. 

 

 

 

Poverty Indicators 
People use a variety of metrics to measure 
poverty. The slide lists some of the most common 
indicators – there is no single best indicator, it 
depends on what aspect(s) of poverty you’re 
interested in. 

• Mortality rate is an indication of access to 
health care 

• GNI (Gross National Income) = GDP (Gross 
Domestic Product) + the income of people 
working in other countries as 
expats/migrants. 

• A relatively high percentage of GDP from 
agriculture points to lots of subsistence 
activities. 

See the table comparing Poverty Indicators in 
Zambia, Honduras, Haiti and U.S. (Source: World 
Bank “World Development Indicators”) 

Compare GNI (Gross National Income) and PPP 
(Purchasing Power Parity); PPP is in some ways a 
more accurate reflection of living conditions, taking 
into account the costs of things. While GNI in 
Zambia and Haiti are close, Haiti’s PPP is much 
higher than Zambia because it benefits from being 
geographically close to the U.S. In Zambia, imports 
are much more expensive. 

Poverty is not exclusively economic/monetary. Consider the effects of social 
poverty: poor human rights conditions, gender discrimination, lack of support 
services for the disabled, etc. 
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Example: Bangladesh 
BRAC, the Bangladesh Rural Advancement 
Committee, is a large NGO that Kurt visited 
recently. They toured different communities, 
visiting families that were considered “poor” vs. 
“ultrapoor.” How does an outsider tell the 
difference? Notice housing, clothes, number of 
children, gender balance and equity, other assets 
like livestock, presence of utilities like electricity. 

Example: Zambia 
Compare these photos from Mwape to those from 
Bangladesh. The women in the right-hand photo 
are gambling. Students notice there are lots of 
children; Kurt didn’t see a single male over age 
12 here.  Their clothes look more ripped up. 

Economic vs. Social Poverty 
A student’s observation: “if somebody has a “hard life,” I don’t think that 
makes them poor.” 

Amy agrees. Notice the differences in social aspects among different 
environments. She’s observed much more despair among the urban poor, 
especially among “street kids,” than among subsistence farmers. The farmers 
may be poorer in absolute economic terms, but they are still in their home 
communities, among friends and a support structure. 

Poverty Reduction Schemes (PRS) 
The slide lists some ways that poverty programs 
work. Micro-credit is intended as temporary help 
due to illness or natural disasters; micro-finance 
and micro-enterprise programs are more geared 
toward sustained structural impact. 

 

What’s a good poverty reduction scheme? 
Everybody can agree on the generic qualities of a 
PRS, but they prove very difficult to actually 
implement. 

 

The slide lists some agencies involved in PRS. 
IMF’s structural adjustments take the form of 
“austerity” measures, trade liberalization, and 
currency stabilization; their effectiveness is 
debated widely. Development agencies are 
government-run programs. 

SP.721 (D-Lab) Fall 2004 3 Notes: Session 15 



Decentralization: see slides. 

 

Two Bangladesh PRS 

BRAC 
Bangladesh has a population of about 120 million, and very high population 
density. Starting small, BRAC (http://www.brac.net) has become the largest 
NGO in the world. It is almost completely funded now by current income, 
especially loan interest; only 10% of its budget comes from donor subsidies. 

See the slides. BRAC’s micro-credit programs keep extremely detailed 
records of each community, as shown in the photo example. 
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Grameen Phone 
Grameen Phone 
(http://www.grameenphone.com) is a widely 
cited example of a successful micro-enterprise 
based poverty reduction scheme. It began as a 
scheme to bring telephone service to rural 
communities, because the established telco 
repeatedly refused to take on rural expansion. 

Groups of women in a village work together to 
buy phones, and then resell time on the phones 
to whoever needs to call. It needs no marketing, 
people just come in because they need the 
service. Typical users are making business calls, 
calling abroad, and dealing with government 
offices (i.e. checking on a travel visa). 

Cultural impact of this enterprise being geared 
toward women owners? There is lore to the effect 
that men are “taking the phones away from 
women.” In such cases, Grameen doesn’t interfere with domestic issues. The 
phone assets and loans are officially in the womens’ names. More 
importantly, the village social structure can quickly bring pressure on 
anybody that’s behaving badly – i.e. when 40 families whose women 
comprise the village phone organization suddenly don’t get meals cooked, 
things “work out.” 

Kurt Kornbluth has been working with Grameen founder Iqbal Quadir on a 
micro-financed electric utility service. 

Discussion Questions 
Not enough class time to discuss these. We only got into the first question: 
“Why are women the main focus of current PRS ?” Responses included: 

• Leverages women’s often-stronger social networks 
• Women have longer life expectancy 
• Women’s empowerment and education are strong general indicators of 

development 
• Women are more likely to be spending money on resources for the 

family, less likely to be selfish in its use. 

Other questions not discussed were: 

• Can you think of other marginalized groups? 
• Is Grameen phone a repeatable model? 
• Does  “Marketing To The Bottom Of The Pyramid” [see Session 14, 

guest presentation by Alan Hammond of WRI] help the poor? 
• Is all (any) micro-finance sustainable? 
• Why can economic growth be a poor indicator  of poverty? 
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The $1-a-day Assignment 
Putting poverty in perspective: for the coming week, students are to live on 
$1 a day. See the assignment description. 
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