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POVERTY, GROWTH AND INC OM E DISTRIB U TION
IN LEB ANON ∗
Heba Laithy, Khalid A bu-Ism ailand Kam alHam dan ∗∗

AB STRACT
This Country Study is based on a fullnationalreport that is the first to draw a profile of poverty in
Lebanon based on m oney-m etric poverty m easurem ents of household expenditures. The report
provides a com prehensive overview of the characteristics of the poor and estim ates the extent of
poverty and the degree of inequality in the country. It finds that nearly 28 per cent of the
Lebanese population can be considered poor and eight per cent can be considered extrem ely
poor. However, the m ost im portant finding of the report is that regionaldisparities are striking.
For exam ple, whereas poverty rates are insignificant in the capitol, Beirut, they are very high in
the Northern city of A kkar. In general, the North governorate has been lagging behind the rest of
the country and thus its poverty rate has becom e high. Levels of poverty are above-average in
the South but are not as severe as expected. There are three other m ajor results that have
notable im plications for a poverty-reduction program m e in Lebanon. First, with few exceptions,
m easures of hum an deprivation, such as that provided by an Unsatisfied Basic Needs
m ethodology, are generally com m ensurate with those for m oney-m etric m easures based on
household expenditures. Second, the projected cost of halving extrem e poverty is very m odest,
nam ely, a m ere fraction of the cost of the country’s large external debt obligations. However,
such a cost would rise dram atically if inequality were to worsen (i.e., if future growth were antipoor). A lso, the cost of reducing overallpoverty would be substantially higher. Third, the poor
are heavily concentrated am ong the unem ployed and am ong unskilled workers, with the latter
concentrated in sectors such as agriculture and construction. This places a priority on a broadbased, inclusive pattern of econom ic growth that could stim ulate em ploym ent in such sectors.
Based on such findings, the report concentrates on providing generalpolicy recom m endations
on issues of directing public expenditures to poor households. One of its m ajor
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recom m endations is to concentrate on channelling resources to poor regions below the
governorate level, such as to four ‘strata’ where two-thirds of the poor in Lebanon are
concentrated. However, the report notes that m acroeconom ic policies, particularly fiscal
policies, will have to be redesigned to m obilize the reources necessary to finance the
increases in public expenditures on the social safety nets and public investm ent in social
services that should be part of a m ajor poverty-reduction program m e.

1 INTRODU CTION
This Country Study is a m odified Executive Sum m ary of a full2007 nationalreport on “Poverty,
Growth and Incom e Distribution in Lebanon,” supported by the Country Office of the United
Nations Developm ent Program m e in partnership with the M inistry of SocialA ffairs and the
CentralA dm inistration of Statistics of Lebanon.
The InternationalPoverty Centre is publishing this Country Study in order to help
dissem inate up-to-date inform ation on conditions of poverty and inequality in Lebanon. The
fullnationalreport was able to draw on the results of severalsurveys and studies supported
since the early 1990s by the M inistry of SocialA ffairs with support from UNDP and the Central
A dm inistration of Statistics.
The M inistry recognized that poverty reduction could not be accom plished without a
strong statisticalbase, upon which a portrait of the living conditions of the population could
be drawn and im provem ents in these conditions could be pursued and realized.
The first m ajor survey, in this regard, was “The M apping of Living Conditions”, which
produced data for 1997. It identified deprivation rates at the kada level, provided evidence of
the geographic distribution of poverty and established that wide disparities existed between
the peripheraland centralregions of the country.
The 2006 study “Com parative M apping of Living Conditions between 1995 and 2004”
used 2004/05 data generated by the “NationalSurvey of Living Conditions and Household
Budget Survey”. The study analyzed the changes in the deprivation levels in Lebanon ten years
after the first m apping study.
The full2007 nationalreport, “Poverty, Growth and Incom e Distribution in Lebanon,”
is the first of its kind in Lebanon. It draws a profile of poverty based on m oney-m etric
poverty m easures and calculates a nationalpoverty line based on household expenditures.
Relying on the expenditure data from the 2004-5 NationalSurvey, the report provides a
com prehensive overview of the characteristics of the poor and estim ates poverty gaps and
Gini Coefficients of inequality.
The report is expected to directly contribute to the reform processes launched by the
Governm ent of Lebanon at the Paris III donor conference in January 2007. The Governm ent’s
m edium -term reform program m e includes, for the first tim e, a SocialA ction Plan that places
the objective of poverty reduction, socialjustice and equity at the heart of the reform process.
The SocialA ction Plan focuses on pursuing a coordinated inter-m inisterialapproach to
im proving efficiency, cost effectiveness and coverage in the delivery of socialservices,
including better targeted safety nets for the m ost deprived and vulnerable population groups.
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Just as im portantly, the Plan calls for the elaboration of a com prehensive and longer-term
SocialDevelopm ent Strategy that could consolidate the inter-m inisterialand cross-sectoral
coherence needed for a concerted effort to achieve the targets set for reducing poverty and
regionaldisparities. This effort would be part of the broader strategy for attaining inclusive and
sustained econom ic growth, socialequity and socialjustice.

2 M AIN RESU LTS AND FORECASTS
2.1 EXPENDITURE LEVELS A ND INEQ UA LITY
The welfare m easure used in this Country Study is household consum ption.1 In 2004-5,
average per capita annualnom inalconsum ption reached 3,975,000 LBP (approxim ately
US$ 2,650). Taking regionalprice differentials into consideration, we find that annualper
capita realconsum ption is one per cent lower, at 3,935,000 LBP (Table 1).
TA BLE 1

M ean and M edian Nom inaland RealPer Capita Consum ption
by Governorate (2004-5)in Thousand LBP
Governorate

Nominal Per Capita Consumption

Consumption Adjusted for Regional Price
Differences

Mean

Median

Mean

Median

Beirut

6514

5240

6141

4939

Mount Lebanon

4512

3661

4321

3506

Nabatieh

3924

3349

4075

3478

Bekaa

3385

2747

3558

2888

South

3007

2276

3151

2385

North

2532

1933

2671

2039

All Lebanon

3975

3101

3935

3073

Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

Mean per capita consumption is highest in Beirut (more than one and one-halftimes
the nationalaverage) and low est in the N orth (three-quarters ofthe nationalaverage).
The North, South and Bekaa governorates have per capita realconsum ption below the
nationalaverage. A s Table 1 shows, the m edian per capita consum ption is always lower than
the m ean because m ost Lebanese consum e less than the average. For exam ple, the
consum ption expenditure of half of the Lebanese population is approxim ately 20 per cent
of the average consum ption level.
The distribution of expenditure among the population is relatively unequal. The
bottom 20 per cent of the population accounts for only seven per cent of allconsum ption
in Lebanon while the richest 20 per cent accounts for 43 per cent (over six tim es higher).
However, inequality is com parable to that in other m iddle-incom e countries. The Gini
coefficient, a standard m easure of inequality, is estim ated to be 0.37 for nom inal
consum ption and 0.36 for realconsum ption.
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These levels of inequality are com parable to the average of M ENA countries (for which the
Gini is 0.37) and m uch lower than that of Latin A m erican countries (where the average Gini is
0.55). Relatively equitable distribution up to the 5th decile (Figure 1) also im plies that there is a
high concentration of the population around any consum ption threshold for poverty drawn
below this level. This explains why in Lebanon 20 per cent of the population is bunched
between the lower (extrem e) poverty line and the upper (overall) poverty line.
FIGURE 1

Consum ption Shares, by Deciles
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Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

Within-governorate inequality accounts for m ost ofthe inequality in Lebanon. A bout
92 per cent of aggregate inequality in consum ption can be attributed to within-governorate
inequality, while the rem inder, only eight percent, is due to inter-governorate inequality.
A lthough the N orth has the low est per capita expenditure, it exhibits the highest
inequality compared to that in other governorates (its Gini coefficient is 0.37). By com parison,
Nabatiyeh’s per capita consum ption is ranked third in descending order, yet it has the lowest
inequality (with a Gini of 0.29).

2.2 POVERTY A ND GROWTH: 1997-2007
N early eight per cent ofthe Lebanese population live under conditions ofextreme poverty
(i.e., below the ‘lower’ poverty line) (Figure 2). This im plies that alm ost 300,000 individuals in
Lebanon are unable to m eet their m ost basic food and non-food needs. The dollar equivalent
of the lower poverty line (when converted at the current officialexchange rate) is US$ 2.40 per
capita per day. (See Box A for a discussion of related m ethodologicalissues).
With a m ore ‘norm al’ definition of the poverty line, nam ely, what the World Bank refers to
as the ‘upper’ poverty line, the overallheadcount poverty ratio reaches 28.5 per cent
(accounting for about one m illion Lebanese). Consequently, the consum ption levels for 20.5 per
cent of the Lebanese population fallbetw een the low erand upperpoverty lines.A t the current
exchange rate, the upper poverty line translates into about US$ 4 per capita per day.
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BOX A

Determ ining Poverty Lines in Lebanon Based on Household Com position
M ost of the traditionalm ethods for estim ating poverty lines suffer from one or m ore of three problem s:
(i) They ignore significant differences in consum ption patterns and prices that exist across regions;
(ii) They do not account for the differing ‘basic needs’ requirem ents of different household m em bers
(young versus old, m ale versus fem ale);and
(iii) They ignore the ‘econom ies of scale’ within households – the fact that non-food item s can be shared
am ong household m em bers (i.e., item s such as electricity or rent, which are ‘non-rival’ within the
household, so that one person benefiting from the item does not decrease the consum ption of another).
Because of this factor, a given standard of living can be attained by lower expenditures per person in a
larger household.
This study used a m ethodology that attem pts to account for these problem s. The estim ated poverty
lines account for regionaldifferences in relative prices, activity levels as wellas the size and age
com position of poor households.
Using the raw data for 2004/05, the cost-of-basic-needs m ethod was used to construct absolute
poverty lines. Each resulting poverty line is household-specific, and is the sum of a food poverty line and a
non-food threshold.
For each household in the sam ple, the study constructed its own food poverty line, which satisfied the
household’s m inim um nutritionalrequirem ents based on its age, gender com position and location. To
define this threshold, a food basket anchored to the m inim um requirem ents of calories for individuals
corresponding to different age brackets, gender and activity levels were constructed (using tables from the
World Health Organization). Then, food poverty lines were set at the cost of the required calories, in
accordance with how such calories are actually obtained in the sam ple (on average) by the second quintile.
This food basket of the second quintile is thus costed using the differing prices for food in each region. The
relative quantities observed in the diet of the poor (here proxied by the second quintile) and the prices that
they face were m aintained in constructing the poverty line.
The share of non-food expenditure was obtained by fitting Engel’s curves of the food share to total
expenditure. The food poverty line was augm ented to yield two possible poverty lines. The ‘lower’ poverty
line adds to the food poverty line the estim ated non-food share of those individuals whose total
expenditures are equalto the food poverty line. The ‘upper’ poverty line adds the estim ated non-food
share of those individuals whose food expenditures are equalto the food poverty line.

For extrem e poverty, the poverty gap index (P1 index)—which m easures the gap
between the average incom e of poor individuals and the poverty line—is 1.5 per cent in
2004-5. The poverty severity index (P2 index), which m easures inequality am ong the
extrem ely poor, is only 0.43 per cent. These are relatively low values by m iddle-incom e
country standards.
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H ow ever, w hen considering overallpoverty, the P1 index rises to 8.1 per cent, im plying
that m any of the poor are clustered far below the upper poverty line. Consum ption is also
relatively unequalam ong the entire poor population since the P2 index is 3.3 percent. This
levelis relatively high in com parison to that in other A rab countries.
FIGURE 2

Distribution of Population betw een Poor and Non-Poor Categories, 2004-5
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Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

Two governorates, M ount Lebanon and the North, witnessed a relative decline in their
m ean per capita expenditure (com pared to the overallaverage) from 1997 to 2004-5 (Figure 3).
H ow ever, the decline w as far more significant for the N orth (from 0.8 of the m ean to 0.6).
Consequently, the latter witnessed a m ajor deterioration in its ranking by m ean per capita
expenditure (from the third highest in 1997 to the lowest in 2004-5). The Beirut, South and
Bekaa governorates recorded significant im provem ents in their m ean per capita expenditures
relative to those in the other three governorates.
FIGURE 3

Per Capita Nom inalExpenditure (Relative to M ean Per Capita Expenditure)
by Governorate in 1997 and 2004-5
1.8
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1.6
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0
Beirut

Mount
Lebanon
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Bekka
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Note: The South and Nabatieh Governorates were m erged under the South Governorate in this Figure for better
data com parability.
Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5)
and Household Living Conditions Survey (1997).
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Nationalaccounts data suggest that realper capita private consum ption grew at 2.75 per
cent annually after 1997. But projections in the fullreport indicate that the distribution of
this grow th across governorates w as very uneven. Beirut witnessed the highest growth rate
in per capita consum ption (five per cent annually). This is not surprising because of the large
investm ent and widespread job creation that took place in the city after 1997. In addition, the
growth rates in consum ption expenditures for the Nabatieh, Bekaa and South governorates
were higher-than-average (approxim ately four per cent). However, the opposite was the case
for the North and M ount Lebanon. The North witnessed insignificant growth in expenditure
(only 0.14 per cent).
Economic and financialdevelopments since 2003 have been shaped by major changes
in the politicallandscape. GDP growth has stagnated since 2004. In 2005, its annualrate fellto
one per cent. A ccording to Governm ent reports, the July War m ight have provoked an 11
percentage point fallin GDP growth in 2006, nam ely, from a projected six per cent growth rate
to a negative five per cent.2 Notwithstanding the outcom e of the Paris III Conference, national
authorities expect 2007 also to be a very difficult year. The projected rebound of GDP growth
in 2007 has been lowered from four to one per cent.3 These changes have no doubt affected
poverty rates in the country.
The lack of com parability between the 1997 and 2004-5 household surveys does not allow
us to estim ate precise changes in household consum ption. However, the trends identified in
Figure 4 and the order of m agnitude of changes in poverty can be supported by
m acroeconom ic evidence. Extrem e headcount poverty is estim ated to have declined from 10
per cent in 1997 to eight per cent in 2004-5 due to the growth in realper capita consum ption
described above. But extrem e poverty is conservatively estim ated to have increased by nearly
five per cent since 2004, mainly due to the contractionary effect ofthe July 2006 War on per
capita household consumption, w hich is assumed to have declined in line w ith the country’s
sluggish grow th performance.4
FIGURE 4

Projected Evolution of Extrem e Poverty in Lebanon (1997-2007)
12

(%)

10
8
6
4
2
0
1997

2004-5

2007

Notes: M odels and assum ptions are explained in detailin the m ain report. The principalassum ption for
backward projection to 1997 is that the size of the Lebanese population rem ained constant over the period
from 1997 to 2004-5. For 2007, the m ain assum ption is that any shock to per capita private consum ption was of
the sam e order of m agnitude as that forecast for GDP. In both cases, the assum ption is that incom e distribution
rem ained relatively constant.
Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey
(2004-5) and the nationalaccounts data for 1997-2004 provided by the NationalA ccounts Team within the
Prim e M inister’s Office .
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2.3 FINA NCING REQ UIREM ENTS FOR POVERTY REDUCTION
The fullnationalreport applies a sim ple m acro-m odelto calculate the gross investm ent
requirem ents for halving extrem e poverty by 2015, taking into account three incom e
distribution scenarios,5 population growth and the rate of depreciation of capital. This
investm ent requirem ent is com pared with the country’s projected saving rate, which is
assum ed to follow its historicalpattern. The difference between the two gives a shortfall,
which m ust be filled by externaldevelopm ent assistance or by borrowing (Table 2).
TA BLE 2

The Estim ated Investm ent and Resource Gap Required to Halve Extrem e Poverty by 2015 under
Three Different Grow th Scenarios (% of GDP)
Anti-poor Growth

Distribution-neutral Growth

Pro-poor Growth

Investment

Resource Gap

Investment

Resource Gap

Investment

Resource Gap

2005

21.5

8.5

17.2

4.2

15.4

2.4

2010

20.3

7.3

16.4

3.4

14.8

1.8

2015

19.2

6.2

15.6

2.6

14.1

1.1

Average

20.3

7.3

16.4

3.4

14.8

1.8

Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey
(2004-5) and the nationalaccounts data for 1997-2004 provided by the NationalA ccounts Team within the
Prim e M inister’s Office.

The financing gap per capita required to achieve investm ent and growth that would
lead to the halving of the percentage of the extrem ely poor would be significantly greater if
growth benefits the non-poor proportionally m ore than the poor (i.e., it is ‘anti-poor’). When
growth is pro-poor, only US$ 108 per capita are required annually, whereas this am ount
increases to US$ 213 and US$ 485 in the ‘distribution-neutral’ and ‘anti-poor’ growth
scenarios, respectively. This im plies that, ceteris paribus, since there are four m illion Lebanese,
an additionalUS$ 1.5 billion would be required annually to achieve the sam e rate of poverty
reduction if growth were anti-poor instead of pro-poor
The cost ofcompensating for or ‘filling’the average poverty gap for extreme poverty
is low . The report estim ates that it would cost only US$ 12 per Lebanese resident per annum
to lift allpoor individuals out of extrem e poverty. Filling the average poverty gap for all
households under the upper poverty line would, however, be significantly m ore costly, at
US$ 116 per Lebanese resident per annum .
The degree of fiscalspace available to finance the investm ent needed to achieve the M DG
target of halving extrem e poverty by 2015 is a m ajor cause for concern. This issue is particularly
relevant in the afterm ath of the significant econom ic im pact of the July War, followed by the
current politicalim passe.
These factors are likely to constrain Lebanon wellbeyond 2006 because of the tim e
needed for the econom y to recover from these setbacks. However, at US$ 12 per capita, the
annualcost oferadicating extreme poverty in Lebanon is relatively modest, representing
only a fraction of the country’s annualexternaldebt obligations.
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3 REGIONAL DISPARITIES
The distribution of extrem e and overallpoverty rates across governorates in 2004-5 is depicted
in Table 3 and Figure 5. The m ain findings can be sum m arized as follows:
• A very low prevalence of extrem e poverty (below one per cent) and overallpoverty
(below six per cent) in Beirut;
• A low prevalence of extrem e poverty (2-4 per cent) and a below-average prevalence of
overallpoverty (close to 20 per cent) in Nabatieh and M ount Lebanon;
• A higher-than-average prevalence of extrem e poverty in Bekaa and the South (10-12
per cent), an average prevalence of overallpoverty in Bekaa (29 per cent) and a higherthan-average prevalence of overallpoverty in the South (42 per cent).
• A very high prevalence of extrem e and overallpoverty in the North (18 per cent and 53
per cent, respectively).
• A lthough per capita consum ption in Nabateih is very close to the nationalaverage, it is
m ore equally distributed than in other regions so that the governorate’s overall
poverty rate, i.e., 19 per cent, is far below the nationalaverage.
• Ranking of governorates rem ains unchanged when P0 is com pared to the other two poverty
m easures (P1 and P2). Thus, not only do poor households in the North governorate represent
a large proportion of the population, but also their expenditure levels, on average, are far
below the poverty line. Thus, the governorate’s per capita poverty deficit is 2.4 tim es higher
than the average across allof Lebanon (Table 3). M oreover, the share of the North
governorate in overallpoverty increases when distribution-sensitive m easures are used,
reflecting the very low standards of living of m any of the poor in this region.

TA BLE 3

Poverty M easures by Governorate, 2004-5
Extremely Poor
Governorate

Entire Poor Population

P0

P1

P2

P0

P1

P2

Beirut

0.67

0.07

0.01

5.85

0.95

0.24

Nabatieh

2.18

0.21

0.05

19.19

3.97

1.26

Mount Lebanon

3.79

0.69

0.21

19.56

4.45

1.52

Bekaa

10.81

1.89

0.53

29.36

8.05

3.06

South

11.64

2.00

0.53

42.21

11.35

4.22

North

17.75

3.65

1.08

52.57

18.54

8.63

7.97

1.50

0.43

28.55

8.15

3.32

Total

Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

The North has 20.7 per cent of Lebanon’s population but 46 per cent of the extrem ely
poor population and 38 per cent of the entire poor population. The extrem ely poor households
are also over-represented in the South and Bekaa governorates com pared to their population
shares. The ‘m oderately’ poor households (those whose consum ption lies between the upper and
lower poverty lines) are also over-represented in the South (Table 4).
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FIGURE 5

Extrem e Poverty (P0-Low er Line)and OverallPoverty (P0-U pper Line)by Governorate in 2004-5
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50

14
12

40

10

30

P0-Lower

60

18
16

8

20

6
4

P0-Upper

P0-lower
20

10

2
0

0
Beirut

Nabatieh

Mount
Lebanon

National
Average

Bekaa

South

North

Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).
Note that P0-lower is m easured on the left axis and P0-Upper is read on the right axis.

TA BLE 4

Distribution of Poverty Groups (% )across Governorates 2004-5
Governorate

Extremely Poor

Moderately Poor

Entire Poor Population

Proportion of

(1)

(2)

(1+2)

Total Population

Beirut

0.9

2.6

2.1

10.4

Mount Lebanon

18.9

30.5

27.3

39.9

North

46.0

34.9

38.0

20.7

Bekaa

17.2

11.4

13.0

12.7

South

15.4

15.6

15.6

10.5

Nabatieh

1.6

4.9

4.0

5.9

Total

100

100

100

100

Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

Figure 6 presents the overallheadcount poverty w ithin each governorate, i.e., at the
levelofstrata. However, results presented here should to be interpreted with caution since
the Living Conditions and Household Budget Survey was not designed to capture poverty
rates at the ‘strata’ level.6 Thus, the follow ing findings serve prim arily to enrich the analysis
by indicating the order of m agnitude of inter-governorate differences rather than aim ing
to provide an accurate m easure ofthe poverty rates at the strata levelper se:
• There are significant differences in poverty within the North governorate: Tripoli City
and the A kkar/M inieh-Dennieh strata have the highest percentages of overallpoverty
(Figure 6). In contrast, the ‘Koura/Zgharta/Batroun/Bsharre’ strata (which is also
located in the North governorate) has a relatively low poverty rate (i.e., an overall
poverty rate of 24.7 per cent (Figure 6);its extrem e poverty rate, not shown in the
Figure, is 4.5 per cent).

11

InternationalPoverty Centre

• The bulk of poverty across the whole country is concentrated in four strata: Tripoli City,
A kkar/M inieh-Dennieh, Jezzine/Saida and Herm el/Baalbek are hom e to two thirds of
the extrem ely poor and half of the entire poor population despite the fact they m ake
up less than one third of the Lebanese population.

FIGURE 6

OverallHeadcount Poverty Rates (% )by Strata, 2004-5
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Source: A uthors’ estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

Figure 7 plots strata-leveloverallheadcount poverty against the Unsatisfied Basic Needs
(UBN) index, a com posite index that m easures deprivation in living conditions and is also
derived from the Living Conditions and Household Budget Survey.7 Thus, it is easy to identify
regions where hum an deprivation is m ore acute than incom e-based headcount poverty and
vice versa. The scatter diagram plots m easures at both strata and governorate levels (the
form er are depicted by diam onds while the latter are depicted by circles in the Figure).
The figure is split into four quadrants separated by the overallaverage UBN score and the
overallheadcount poverty rate for the country. Thus, areas located in the upper right quadrant
are in the worst position, with both a high headcount poverty rate and a high UBN score.
Conversely, the lower left quadrant represents the best position, with low scores on both the
UBN and incom e poverty. The figure highlights the following two m ajor conclusions:
• First, the levelof deprivation in living standards is generally com m ensurate to the level
of incom e-based headcount poverty (as indicated by the slope of the regression line
and the intersection of the nationalaverages for the UBN and headcount poverty rates
at approxim ately the sam e values).
• Second, the correlation between both indicators becom es very significant once the
Nabatieh governorate and its strata are excluded (the R-square jum ps from 0.4 to 0.8).
The particularly low rate of incom e poverty observed for Nabatieh could be explained
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by a num ber of factors, including the relatively low levelof inequality and the high
incidence of externalm igration and rem ittances. However, this latter hypothesis
rem ains to be validated by further socialresearch.

FIGURE 7

U B N and OverallHeadcount Poverty (% under upper poverty line)in 2004-5
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Governorates differ not only in their levels of per capita consum ption, inequality
m easures and poverty m easures, but also in how m uch any given grow th rate or
inequality reduction could reduce poverty levels. The North governorate has the least
elasticity with respect to m ean consum ption for both the headcount rate and the poverty gap.
This im plies that the im pact of growth in expenditure would be sm aller com pared to such
effects in other governorates, even with the sam e rates of growth. For exam ple, for extrem e
poverty, the headcount ratio would decrease by only 2.4 per cent for every one per cent
increase in incom e in the North.
But poverty would be responsive to reductions in inequality in the North. For a one per
cent reduction in inequality, as m easured by the Gini Index, there would be a 16 per cent
reduction in poverty. But inequality is also a problem in other governorates. For a sim ilar drop
in inequality in Beirut, for exam ple, there would be a 28 per cent reduction in poverty.

4 POVERTY CORRELATES
U nemployment rates in Lebanon are high among the poor. In addition, the majority ofthe
employed poor are unskilled w orkers. Gender also affects unem ploym ent rates, especially
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am ong wom en in poor households. One quarter of the wom en in poor households are
unem ployed, with slightly higher unem ploym ent rates in the South and M ount Lebanon
governorates (where about one third of poor wom en are unem ployed).
Youth unemployment is aggravated by poverty;it is a factor that reproduces poverty but
it is also a m anifestation of it. Half of extrem ely poor educated youth (i.e., aged 15-24 years and
holding a secondary degree) are unem ployed and one third of extrem ely poor university
graduates are unem ployed. This contrasts with the situation that only one out of five non-poor
university graduates are unem ployed. The unem ploym ent rate for non-poor persons holding a
secondary degree is half the rate for the extrem ely poor.
Thus, it seem s that even if a poor person were able to break from the vicious cycle of lack
of education and poverty, he could not easily gain access to job opportunities com m ensurate
with his higher educationallevel.
H ouseholds affected by a combination ofadverse factors face the highest risk of
poverty. For example, a person’s location ofresidence can interact w ith his labour-market
profile to produce different w elfare outcomes across individuals.
The salaried em ploym ent category predom inates over other em ploym ent categories for
the non-poor group (accounting for 53.7 percent of allthe non-poor in Lebanon). But
em ployees paid on a weekly, hourly or piece-rate basis are the categories m ost com m only
occupied by the poor: such em ployees constitute m ore than one third of the working poor.
A nother third of the working poor are self-em ployed.
The category of non-salaried em ployees has the highest risk of poverty, with one out of
six workers in this category being poor. This is true for allgovernorates, particularly in Bekaa
and the North. The poverty rate am ong non-salaried em ployees is as high as 31 percent in
Bekaa and 21 per cent in the North.
When workers are classified by econom ic sector, agriculture and construction exhibits the
largest shares of extrem ely poor workers. Figure 8 confirm s this result by showing poverty
rates by econom ic activity of household heads. Extrem ely poor workers are over-represented
in agriculturalactivities by m ore than 12 percentage points and over-represented in
construction by about nine percentage points. In the North governorate, one out of four
workers in agriculture and one out of five in construction are likely to be poor.
H ouseholds headed by individuals w ho have less than elementary education
constitute 45 per cent of allthe poor (Figure 9). This suggests that poor households can be
identified partly by the education levelof the head of the household. A nother im plication is
that program m es to im prove educationalinstitutions—particularly those providing
technicaltraining and helping to retain children in school—represent socialinvestm ent
program m es with potentially very high long-run returns.
M oreover, the m ore developed a region, the stronger the im pact of lack of education on
living standards. Beirut is the typicalcase, where the illiteracy rate of the poor is the highest
(38 percent). In contrast, the North governorate exhibits a weaker correlation between lack
of educationalattainm ent and poverty since agriculturalactivities, which show generally low
returns to labour, are m ore dom inant there.
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FIGURE 8

Extrem e Poverty Rates by Econom ic Activity of the Head of Household (2004-5)
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Source: A uthors estim ates based on CA S, UNDP and M oSA Living Conditions and Household Budget Survey (2004-5).

FIGURE 9

Extrem e Poverty Rates by EducationalStatus of the Head of Household (2004-5)
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Poverty correlates closely w ith schoolparticipation. There is a low er likelihood of
schoolenrolm ent, attendance and retention for poor children;and the gaps betw een
poorand non-poorin enrollm ent rates w iden from elem entary to interm ediate to
secondary education. Only one poor child out of two is enrolled in interm ediate schools and
only one poor child out of four is enrolled in secondary schools.
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The corresponding ratios for the non-poor are three out of four for interm ediate schools
and one out of two for secondary education. The poor children in the North governorate are
the m ost disadvantaged: only one third of them aged 12-14 years are enrolled in interm ediate
schools. The persistence of inequities in educationalattainm ent at the interm ediate and
higher levels highlights the need for m ore effective public intervention to im prove
educationaloutcom es for poor students.
Widow ed heads of households w ith children are m ore likely to be poor. Households
headed by widows with m ore than three children are highly over-represented am ong the
poor;their share am ong the poor is five tim es their population share. Households headed by
widows with one to three children are also over-represented am ong the poor, i.e., by five
percentage points higher than the average.
Thus, welfare levels differ significantly am ong households when the gender of the
household head is com bined with m aritalstatus and the num ber of children. One conclusion is
that targeting fem ale widowed heads of households with m ore than three children should be
a priority.
This study used m ultivariate analysis to assess, ceteris paribus, the im pact of changes in
poverty determ inants on the probability of individualhousehold m em bers being poor. There
are three m ain results. First, changes in fam ily size affect poverty. A newborn child significantly
increases the risk of a household being in poverty (the elasticity of totalhousehold
consum ption with respect to household m em bers is -0.5). Second, keeping household size and
other characteristics constant, households with larger num bers of self-em ployed m em bers,
non-salaried m em bers or m em bers engaged in trade-related activities are m ore likely to be
poor. Conversely, households having m em bers who are em ployers or salaried workers have a
one-third lower likelihood of being poor.
Third, poverty is affected by a household’s place of residence. H ouseholds in the N orth
are four times more likely to be poor compared to households (w ith a similar set of
characteristics) that reside in Beirut. The latter factor suggests the presence of significant
regionaleffects (differences in econom ic returns), which determ ine, to a large extent,
differences in poverty rates across regions.

5 ELEM ENTS OF A POVERTY REDU CTION STRATEGY
Lebanon is fully capable of m eeting the M DG target of halving the proportion of people
living in extrem e poverty by 2015. It can also m ake substantialprogress in reducing
inter-regionaland intra-regionaldisparities in poverty.
Given the com plex picture ofpoverty in Lebanon, a nationalpoverty reduction
program m e w ould have to be both com prehensive and flexible. It would have to address
the needs of both the 28 per cent of the population who cannot satisfy their basic needs and the
eight per cent who cannot even m eet their basic food requirem ents (i.e., the extrem ely poor).
A n advantageous starting-point for Lebanon is that extrem e poverty is relatively shallow.
A s stated earlier, the cost of elim inating the average poverty gap for extrem ely poor
households is low: it would cost only US$ 12 per resident Lebanese per annum to lift allpoor
individuals out of extrem e poverty. However, the average poverty gap for allhouseholds
under the upper poverty line is estim ated to be US$ 116 per resident Lebanese per annum .
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In addressing poverty, the country’s strategy would also have to put a priority on
addressing inter-regionaland intra-regionaldisparities, which ham per opportunities for
generating growth in incom es in certain governorates and strata. Finally, in order to enable
poor households to take advantage of econom ic opportunities, Lebanon’s poverty-reduction
program m e would have to focus efforts on building up the hum an capitalof the working-age
population. This would enable the working m em bers of poor households to secure m ore
productive em ploym ent.
This Country Study attem pts to sketch out only the m ajor pillars of a poverty-reduction
strategy for Lebanon. Further analysis and discussion willbe needed to elaborate the specific
program m es and policies within each of the pillars. Following are what we propose as the five
m ajor pillars:
1. Inclusive and Sustained Growth: This em phasis involves im plem enting an econom ic
agenda that can both lay the basis for m ore sustainable growth in jobs, productivity
and incom es and direct greater benefits to poor households. A ttaining such an
objective would require identifying the policies that can expand public investm ent and
encourage greater private investm ent as a m eans to stim ulate growth. Critically, it
would also im ply identifying the necessary sources of financing for carrying out public
investm ent or providing m ore incentives for private investm ent.
2. Expanding EducationalOpportunities: Concerted efforts should be undertaken to
ensure that the poor, both wom en and m en, enrollin and stay in schools. This is
essentialfor enabling them to have better access to socialand econom ic opportunities
in the future. This is also essentialfor raising labour productivity and stim ulating
higher rates of econom ic growth in Lebanon.
3. Prom oting M ore Balanced RegionalDevelopm ent: The poverty profile developed by this
study indicates that greater efforts need to be directed to reversing growing regional
disparities in incom es, opportunities and services. Som e regions, such as the North, are
clearly lagging behind in developm ent and thus have large pockets of poverty.
4. Focusing Resources on Poor Households: The existence of sizeable, but m anageable,
differences in living standards across strata within governorates in Lebanon im plies
that geographic-based targeting policies could play an im portant role in poverty
reduction. What we describe as ‘narrow geographic-based targeting’ (nam ely, at the
levelof the strata) is m ore likely to be effective in reducing both under-coverage and
leakage errors. M oreover, policym akers could reduce leakages of benefits to the nonpoor from poverty-reduction program m es by elim inating benefits to people whose
incom es are known to be high, such as em ployers (i.e., the self-em ployed who em ploy
others) or by using a Proxy M eans Test to identify eligible persons. Broad targeting
m ethods could also be used to direct m ore benefits to agriculturaland construction
workers, m ost of whom tend to be casualand unskilled workers. These two
occupations represent 38 per cent of allthe poor. In Section 5, below, we elaborate on
such targeting issues.
5. M onitoring Outcom es: In order for any poverty-reduction program m e to be successful,
an effort should be undertaken to im prove the quality and frequency of data collection
and the m onitoring of outcom es, especially at the regionaland subregionallevel. It is
im portant to be able to continuously update inform ation and adapt the strategy
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according to changing econom ic and socialconditions in Lebanon. A m ajor
recom m endation in this regard is that the next household budget survey be designed to
m ore accurately capture household living conditions and expenditures at the strata level.

6 TARGETING STRATEGIES
For this Country Study, we concentrate our attention on the generalpolicy issue of targeting
public expenditures to poor households. Other policies that willbe criticalto the success of a
poverty-reduction strategy for Lebanon, such as fostering growth and providing greater access
to educationalopportunities, willhave to be elaborated in ensuing studies and reports.
If interventions to reduce poverty are to be effective as wellas financially feasible, they
m ust be based on proven m echanism s for targeting resources and assistance to poor
households. A lthough the explicit goalof m any types of interventions is to reduce poverty,
they are likely to benefit som e non-poor as well. Since funding for such program m es is usually
lim ited, steps m ust be taken to target available benefits as effectively as possible toward those
who need them m ost.
Direct targeting is based on clearly identifying poor households or individuals (i.e.,
identifying that their incom e is below the poverty line). If providing assistance directly to the
poor is not feasible, intervening on the basis of their characteristics m ight be required. We
refer to this approach as ‘characteristic targeting’. For instance, if the poor are concentrated in
certain regions or districts, the provision of public services to those areas could be increased.
However, characteristic targeting has two potentialdrawbacks. First, som e non-poor
households could possess the sam e characteristics as the poor and, hence, receive benefits
(we callthis ‘leakage’). Second, not allpoor households m ight possess the characteristics
necessary to benefit from the intervention, and consequently m ight not be reached (we call
this ‘under-coverage’). The success of characteristic targeting depends on the ability of
program m e designers to m inim ize these problem s.

6.1 TWO A PPROA CHES TO TA RGETING: BROA D A ND NA RROW
Targeting poverty-reduction program m es to a subgroup of the population has an intuitive
appealfor policym akers, but it also poses considerable difficulties. Direct targeting explicitly
identifies individualhouseholds as poor or non-poor and directly provides benefits to the
form er group and tries to withhold them from the latter. The specific form of such targeting
depends on the ability of governm ents to identify the poor.
If beneficiaries can be identified on a household or individuallevel, transfer paym ents or
som e other form s of direct assistance could be m obilized to reduce their vulnerability. For
exam ple, the provision of food or m edicalcare to elderly and disabled individuals, to
households that display clear signs of m alnutrition or to individuals who have specialneeds,
such as pregnant and lactating wom en, are allform s of the direct targeting of assistance.
However, a serious problem affecting direct targeting is that the m ethodology, or ‘screen’,
needed to identify the poor, such as their levelof incom e, can be expensive to im plem ent.
In practice, there are two alternatives to direct targeting of the poor based on incom e
m easures. The first involves targeting types ofspending and can be called ‘broad targeting’.
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Under this approach no attem pt is m ade to reach the poor directly as individuals. Instead,
program m es hope to achieve gains by targeting types of spending that are relatively m ore
im portant to the poor. Spending on basic socialservices, such as prim ary education and
prim ary health care, is one exam ple. Directing resources to ruraldevelopm ent, because
poverty is often concentrated in ruralareas, is another.
The second approach entails targeting categories ofpeople. Under this approach, which
can be called ‘narrow targeting’, benefits are directed to certain types of people. Exam ples are
food stam p schem es targeted to m others in food-insecure com m unities or innovative m icrocredit schem es aim ed at rurallandless wom en. In Lebanon households with a head who has
less than an elem entary education constitute 45 per cent of allthe poor. So targeting by the
educationallevelof the household head could be effective. A lso, while targeting fem aleheaded households in generalm ight not m ake sense, directing resources to households
headed by fem ale widows with three or m ore children would be m uch m ore efficient.

6.2 TYPES OF NA RROW TA RGETING
Narrowly targeted schem es are based on one of two principles—or a com bination of both. The
first is indicatortargeting (also called categoricaltargeting). Such an approach identifies a
characteristic of poor people (an indicator) that is highly correlated with low incom e but can
be observed m ore easily and m ore cheaply than incom e. The indicator is then used as a proxy
for incom e to identify and target poor people. A typicalexam ple would be a region of
residence identified as particularly poor. A lternatively, such indicators as landholding class,
gender, nutritionalstatus, disability or household size could be used to identify beneficiaries.
In Lebanon households living in the North governorate account for 46 per cent of the
extrem ely poor and 36 per cent of the poor. So channeling a disproportionate share of public
resources to the North would m ake sense for a nationalpoverty-reduction program m e.
However, narrower geographicaltargeting, such as at the levelof strata, would be m ore efficient.
For exam ple, som e strata in the North, such as Tripoli city and A kkar/M inieh-dennieh, have
the highest incidences of both extrem e and overallpoverty. While the A kkar/M inieh-dennieh
strata accounts for 10 per cent of the governorate’s population, for instance, it is hom e to 25 per
cent of its poor. Together, the strata of Trípoli City, A kkar/M inieh-dennieh, Jezzine/Saida and
Herm el/Baalbek account for two thirds of the poor throughout allof Lebanon.
The second approach to narrow targeting is self-targeting. Instead of relying on an
adm inistrator to choose participants, such an approach seeks to have beneficiaries select
them selves through creating incentives that would induce the poor and only the poor to
participate in a program m e.
For exam ple, public em ploym ent schem es use work requirem ents to help screen out the
non-poor while subsidy program m es support item s that the poor consum e but the rich do not.
In Lebanon, public em ploym ent schem es could be designed, for instance, to provide
tem porary jobs to poor agriculturaland construction workers, who are over-represented
am ong the poor. Other screening devices rely on waiting tim e, stigm a and lower-quality
‘packaging’ of goods and services to dissuade usage by the non-poor.
Both types of narrow targeting offer the hope of avoiding two com m only identified errors
of targeting: 1) a leakage of benefits to the non-poor, which is m easured by the ratio of non-
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poor beneficiaries to totalbeneficiaries;and 2) under-coverage of the poor, which is m easured
by the ratio of poor beneficiaries to the totalpoor population.
One drawback of indicator targeting is that not allof the poor can be identified by the
sam e indicators. For exam ple, even though m ost countries have regions that are poorer than
others, not allof the poor live there, nor do allthe rich live elsewhere. Hence, geographic
targeting can often benefit som e of the rich and can bypass—and perhaps even tax—som e of
the poor who live in the better-off areas (Datt and Ravallion 1993;Ravallion 1995).
Narrow geographicaltargeting at the levelof the village or the urban com m unity could
reduce the leakage of benefits to the non-poor in regions where, because of com m on agroclim atic or socioeconom ic conditions, the standard of living in the m ajority of the households
in m ost villages and urban com m unities is sim ilar. The households in these villages could often
have sim ilar sources of incom e, and could be affected by the sam e conditions, such as road
conditions, the distance to the nearest town, and the availability of public facilities for health,
education and water supply.
Com m on m ethods of assessm ent can obscure som e of the potentialbenefits of narrow
targeting. A ssessm ents of the benefits from geographicaltargeting provide an exam ple.
Severalstudies have exam ined the potentialim pact on poverty of allocating a predeterm ined
budget optim ally across regions. But the static gains of such an allocation are often found to
be m odest, reflecting, in essence, that the poor are heterogeneous.
Recent work, which allows for gauging the potentialdynam ic effects of program m es,
suggests, however, that static assessm ents can greatly underestim ate the long-term
benefits. Gains could percolate through and strengthen over tim e as a result of the positive
externaleffects of developm ent in poor regions on the productivity of the private
investm ents by poor households.
M easuring such effects is difficult, however: it requies data that are often unavailable. In a
study assessing the effects over tim e of developm ent program m es that were geographically
targeted to poor areas in China, Jalan and Ravallion (1998) found the expected im perfect
coverage of the poor and leakages to the non-poor. But they also found that the program m es
had a positive im pact on growth rates in the targeted areas. In this case, the long-term gains to
the poor were higher than the short-term gains.
A thorough exam ination of Lebanese data for the purpose of constructing a
com prehensive set of policies to reduce poverty is beyond the scope of this study. However,
the poverty profile for Lebanon provides a rich description of the characteristics of the poor.
These features could be used to identify the m ost efficient m echanism s for channeling
resources to poor households, beginning with targeting, for exam ple, the poorest strata in
the country.
However, m acroeconom ic policies—fiscalpolicies in particular—willhave to be revised in
order to m obilize the resources necessary to finance the needed increases in public
expenditures on socialsafety nets and public investm ent in socialservices. A nd in addition to
im plem enting such socialpolicies, nationalpolicym akers willhave to identify econom ic
policies that can stim ulate a broad-based, inclusive pattern of econom ic growth, which can
raise the standard of living of poor households in the regions and econom ic sectors in which
they are located.
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NOTES
1. Taking into account household size, age and gender com position, consum ption estim ates here include food and nonfood consum ption, im puted rents, im puted value of hom e-grown food and in-kind transfers received by households. However,
due to data lim itations, the flow of services from consum er durables is not taken into account, with the one exception of services
provided by m eans of transportation (such as cars and trucks). Actualconsum ption does not include gifts to other households of
food and other com m odities, advance paym ents and purchases of durables.
2. Governm ent’s Paris III docum ent.
3. Use of Fund Resources for Em ergency Post-Conflict A ssistance, IM F (2007).
4. The projected five per cent rise in extrem e poverty in 2007 is based on deliberately conservative assum ptions.These
include assum ptions about equivalent declines in household consum ption and GDP and a low elasticity of poverty
with respect to changes in consum ption.
5. Following Kakwani and Son (2006), the m ethodology used here takes account of changes in the growth elasticity of
poverty over tim e for the head-count ratio. Econom ic growth m ay be called pro-poor (anti-poor), if it is accom panied
by a decrease (increase) in inequality. Growth m ay be called distribution-neutralif there is no change in inequality.
Here we use a sim ple growth m odelthat assum es that the output-capitalratio is constant. For Lebanon the ratio was
estim ated to be 1/4. We assum e that the growth rate of capitalper person depends positively on gross investm ent as
a share of GDP (denoted as i) and negatively on the rate of population growth (n) and the rate of depreciation of
capitalstock (d), which is assum ed to be 1.5 per cent. The fullequation is as follows: i = 4(g + n +d).
6. A strata is a lower levelof governm ent than a governorate but higher than a district. Each Lebanese governorate
(with the exception of Beirut) is typicallcom posed of 203 strata.
7. The UBN m ethodology gives each household 11 scores, corresponding to 11 individualindicators. The household also
obtains four scores corresponding to four indices. Finally, it obtains one com posite score for the living conditions index,
which is then used to classify households into categories depending on the degree of satisfaction of basic needs. The
UBN index here includes the households that are at both a ‘very low’ and a ‘low’ levelof satisfaction.
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