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This chapter looks at the spatial distribution of poverty and inequality. While
poverty certainly has a great impact on society as a whole, it affects principally
the lives of individuals and local communities, and has a very strong geographi-
cal dimension. Defined as a state of deprivation, the phenomenon of poverty has
multiple dimensions, and is not limited to economic aspects such as the lack of
income or the opportunities to generate income, or the lack of means of produc-
tion, or the lack of assets as a net in times of shortage. Poverty also encompasses
dimensions such as vulnerability to various kinds of shock, the lack of opportunities
to participate in decision-making, and the lack of access to information, to name

just a few.

All these aspects of poverty also have a geographical dimension. To measure
each of these dimensions separately is very difficult, particularly in a spatially disag-
gregated form. Nevertheless, measures of poverty are essential for effective pro-
poor policy-making, and availability of information on the geographic distribution
of poverty, however defined, is becoming increasingly recognised as an essential
basis for poverty analysis and pro-poor policy-making.

Without a doubt the most widely used measure focuses on the economic di-
mensions of poverty, largely due to its clear definition and measurability, and the
difficulties encountered in measuring the many sociological definitions of poverty.
While all the maps presented so far (except for the introductory ones in Section
A) are based on actual statistics enumerated in the population census, no sources
exist for information on the welfare of every household in the country. To meas-
ure household welfare related developments in a country, one typically relies on
information from sample surveys. In the Lao PDR, two Expenditure and Consump-
tion Surveys (LECS) were implemented in the 1990s, and a third one in 2003 was
conducted to measure and monitor poverty-related developments. Data from these
surveys allow estimates of poverty at a regional level. More spatially disaggregated
assessments of poverty are difficult to achieve with such survey data.

The maps on the following pages use a combination of information from the
2003 Lao Expenditure and Consumption Surveys (LECS Ill) and the 2005 National
Population and Housing Census to estimate the incidence of poverty and other
measures of welfare at a spatially disaggregated level. Using household survey
data, the relationship between per capita expenditure and various household
characteristics is estimated statistically. This relationship is then applied to the same
household characteristics in the census data, generating estimates of the standard
of living of each household in the census. These are then aggregated to an admin-
istrative unit, producing estimated measures of welfare e.g. at village level. While
the estimation method might not be able to generate highly accurate estimates
for some of the smaller villages, the overall picture of the spatial distribution of
poverty is certainly valid. For more information on the methods and results of this
study, see: Epprecht et al., 2008: "The Geography of Poverty and Inequality in the
Lao PDR".

Poor households are defined as those living below a specific poverty line. We
use the “overall poverty line” calculated by DOS, which corresponds to the amount
of money required to purchase 2,100 calories per person per day, plus a non-food
allowance.
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This map depicts the poverty rates at the village level measured as a percentage
of the population living below the poverty line, as defined in the introduction to
this section. It clearly identifies the poor areas of the country. The darker the red
on the map the higher the poverty rate, and the darker the green the smaller is the
percentage of the population living below the poverty line.

While the national poverty rate was an estimated 34.7%, the poverty rates at
the village level vary widely. A comparison of this map with the elevation map
presented in Section A (Map A.3) clearly shows the highest incidences of poverty
are concentrated in the mountainous areas. The highest poverty rates are found in
the mountainous parts of the south, along the border with Vietnam while some-
what lower rates can be found in most villages of the northern uplands. The lowest
poverty rates, on the other hand, are found in urbanised areas in and around the
largest towns, on the Bolaven plateau (possibly reflecting the good agricultural
conditions there, with fertile brown basalt soils and favourable climatic conditions),
and in the southern part of Xayaboury province along the border with Thailand.

This map gives further details of the spatial distribution of poverty within such
areas. For example in Luangprabang province the map shows green areas along
the Mekong River and in and around Luangprabang town. Furthermore, the vil-
lage poverty map reveals a stretch of green in the orange and red areas, marking
the lower Nam Ou valley (which coincides with the first section of the main road
connecting Luangprabang and Oudomxay towns). These areas with a relatively low
incidence of poverty are surrounded by mountainous areas with much higher pov-
erty rates. Villages near the rivers often benefit from the flat land, the year round
availability of irrigation water and from the transportation provided by the river,
all of which tend to reduce poverty rates. In addition, many urban areas in and
around the district and provincial towns of the northern mountainous provinces
appear clearly as green patches. This is particularly obvious for Phongsaly town,
but also for instance for Muang Sing town in northern Luangnamtha province, and
Phonsavanh town in

Xiengkhuang province.

In the northern part of the country, the influence of the road network is par-
ticularly visible in some places (compare with Map A.3 and Map A.6). For example,
there is a green stretch of villages between Vientiane and Luangprabang, and to a
lesser extent between Luangprabang and Xayaboury, and further on to Paklay in
Xayaboury province. This corresponds to the path of the highway connecting the
towns and may be an indication of the impact of market access on poverty rates
(cf. Map A.6). Similarly, the greenish stretch running from the centre of Huaphanh
province towards the border with Vietnam marks the path of the road from Xam-
neua town to Viengxay and the border with Vietnam, indicating the potential of
border trade to benefit the local populace. The road from Oudomxay town to the
Mekong River harbour in Pak Beng is clearly visible, running southwest from Ou-
domxay in a fairly straight line towards the Mekong River.

In the south, besides the green areas along the Mekong River valley, villages
with lower poverty rates stretch along the road connecting the National Road
No.13S in the Mekong River valley with Laksao and the border crossing to Vietnam,
a transit route running west-east through Borikhamxay province, which serves as
an important channel for trade between the two countries.
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The previous map shows the incidence of poverty, defined as the percentage of
the population living below the poverty line. Another way to look at the spatial
distribution of poverty is to examine the poverty density, defined as the number of
poor people living in a given area. This depicts the spatial distribution of the abso-
lute number of poor people.

Mapping out the number of people living below the poverty line shows clearly
where most of the poor live. Each dot on the map represents 100 people living be-
low the poverty line. Interestingly, this map tells a very different story about where
the poor live to that told by the previous map (Map I.1), even though both maps
are based on exactly the same poverty estimates. What were identified as poor
areas before are now the areas with the fewest poor people, while most of the
areas identified on the other map as the least poor now appear as regions with the
highest number of poor people.

The reasons behind this apparent paradox can be found by comparing the
two poverty maps with the population density and population distribution maps
presented in Section B (Maps B.1 B.2). Generally less poor areas largely correspond
to areas with high population densities, whereas the poorest areas are typically
sparsely populated. This situation results in high poverty densities despite com-
paratively low incidences of poverty, and vice versa, meaning that most of the poor
live in less poor areas. Nevertheless, high incidences of poverty do coincide with
relatively high densities of poverty, particularly in mountainous parts of Oudomxay,
and, somewhat surprisingly, along National Road No 9 that connects Savannakhet
town with Lao Bao on the border with Vietnam. Overall, however, most poor peo-
ple live in the more densely populated lowland areas along the Mekong corridor,
in and around Vientiane City and other urban areas of the country.

This has implications related to the wider context of accessibility (compare with
e.g. Map A.5). On the one hand - from the perspective of the poor — poor people
living in poor and sparsely populated areas usually have less access to services such
as markets, medical and educational services, and sources of information, typically
available in more densely populated and urban areas. On the other hand — from a
service provider perspective, so to speak — it is much easier to reach the poor in the
less poor, more developed, and more densely populated areas than it is in the poor
and sparsely populated areas. To reach the same number of poor people in poor
remote areas is significantly more expensive than reaching this number in highly

populated areas.

An important implication of this map is that if all poverty alleviation efforts
are concentrated in the areas where the poverty rate is the highest, including the
southeast, most of the poor will be excluded from the benefits of these programs.
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While poverty measures focus on those living below the poverty line, inequality
measures look at the welfare distribution of an entire population, poor and non-
poor.

The Gini coefficient is one of the most commonly used measures of inequality
and varies between 0 (when everyone has the same expenditure or income) and
1 (when one person has everything). Thus, a higher Gini coefficient implies more
inequality. For most developing countries, Gini coefficients range between 0.3 and
0.6. According to our small-area estimation analysis, the national Gini coefficient
is 0.33, indicating a relatively low degree of inequality in per capita expenditure.
As expected, the Gini coefficient for rural areas is 0.29, slightly lower than that of
urban areas, which is 0.31.

Like other measures of inequality, the Gini coefficient tends to be smaller for
smaller areas, such as provinces or districts, than for the nation as a whole. This
is because households in smaller areas are likely to be more similar to each other
than to households across the entire country. This map shows the level of inequali-
ty in per capita expenditure as measured by the Gini coefficient at the district level.
The areas with the least inequality (shaded in the lightest red) include highland ar-
eas in Attapeu, Luangprabang and Xiengkhuang provinces, while the highest levels
of expenditure inequalities are found in districts that include both provincial or
district towns, as well as in the surrounding rural areas; the comparatively high lev-
els of inequalities in those districts are therefore largely a reflection of the urban-
rural welfare differences seen in the village level maps of poverty incidence (Map
I.1) and average per capita expenditure (Map 1.4). Apart from this, inequality is
relatively high in the upland districts of Khamkeut and Viengthong in Borikhamxay
province, as well as in the Kalum district of Sekong province.

It is not surprising that there is a welfare gap between urban areas and the sur-
rounding rural villages because urban areas have some of the richest households in
the country, besides recent immigrants and others whose income is barely higher
than that in rural areas. However, the reasons for the comparatively high inequali-
ties in the upland areas of Borikhamxay and Sekong provinces are less obvious. The
ethnical mix of villages may yield reasons for the higher inequalities. While the
population of the two districts of Borikhamxay province is ethnically rather hetero-
geneous with most villages being ethnically mixed (Map F.4), the villages in the
Kalum district of Sekong province are ethnically rather homogenous, and the ma-
jority of the district’s population is from a single ethno-linguistic group (Map F.4).
As can be seen in the village poverty map (Map I.1) these areas have a few villages
with unusually high poverty rates, as well as a couple of villages with rather low
poverty rates.

It is also interesting to note that many of the better-off rural areas have rather
low levels of inequality. Although these areas tend to be characterised by inten-
sive irrigated agriculture with a large percentage of the population depending on
agriculture, and since the agricultural potential of the irrigated farm land is rela-
tively uniform, one could also have expected that the wider commercial opportuni-
ties (particularly those related to the proximity to the Thai border) would result in
greater inequalities among the population there. The fact that this appears not to
be the case implies that the majority of the population manages to benefit rather
equally from the opportunities presented.



1.3
Jogzlizegnoaudsewiway (Botaniinelguasy Gini)
Index of inequality (Gini coefficient)

100°0'0"E 102°0'0"E 104°0'0"E 106°0'0"E

20°0'0"N

noauLzwavluducdey
District level inequality
ﬁomn{n"m"eﬂguaaj Gini
: Gini coefficient
<0.26
0.26 - 0.28
[ 0.28-030
N o030-032
|| >0.32
T T T v 1
0 50 100 200 km
The boundaries, colours and denominations : : R Swiss
on this map are not authoritative " SR i Reasearcn
© NCCR North-South, DOS, LNMCS, 2008 o dii ’/ : -
; TR N EE el W ! sk / K




1.4

NIUSE RSNV LSO T 0O
Average per capita expenditure

coniitt6srcog W diunaussdenaulssaedfodiugetdardau. nacosyicey
poudRE Wiway, mub’ol;cznmﬁ‘t59%1539Lﬁgaoweﬁﬁwﬁmgcammﬁo2sgiﬁnascﬁeg
fi9ubo, YN e €93, d8FunauSonndy, fﬁ‘t6Lcﬂ“Za')ngLtdqnﬁuéﬁoﬁﬁggﬁmaﬁéu
ngsag@muqmmn

wanSanaodanause@enaulssnetfionudiusy, f'éommmuzgn%m‘:’ﬂﬁg. (G9ea9
%0 neaw, JunEoldvenaola@onoauaaediiveesauiitiu ceuiisonanauio
Suze9 aoauynean, §i §mﬁLgﬂzﬁ’mcmnaaﬂu"lﬁauf)zsaf)%mmasf)amuzgnLw'iugm‘ﬁ'u
naw sxonaulsaedfodiugegia. Toymnw%LL;S;)%'JTuﬁwmzjwmézgm, 00O
U Azno99RygegLlugsuag INAu. i‘?‘t6cms¢:u‘h;'m§ommwcﬁoguasjmaﬂuzgnc‘iwy
Jau coudnaudoiivFusisudisiuarSust wagagnaulsssatfioduluday wax ax
913 amuz.‘)aaw‘iiwﬂu%ngj}ﬁwLchnﬁﬂmuﬂovﬁsy"lnmnn%}ﬁméomwegamuz{)mﬁm.

HuglvaoanSeiugdagussly aud a90 wae Urmosu, SunaneSuiidiuSy,
299U1019QNIFYN KL @%jl;uimfﬁugv. 5&11}2‘5’%5&8&03?21”1@1’1151’%25&%51}6%
Hozrueluvaasdu. Lccﬁamu:ﬁai‘ﬁuasmoﬁgamuémczﬁ?wﬂu tar naulse9ud
i’n“aﬁ:ucaﬂuzﬂﬁamuﬁpﬁuﬁwLcuumﬁusmfoaﬁg. SuaetiuiitiDasuSurhniasau
srlwauastugadiv. luaoawIs, TuﬁoLﬁsgzﬁﬁaaﬁum@ogsgamuémw‘ﬁwﬂu
U'msa'Jf]myL’Zh)ﬁoLﬁsgé‘gﬁmﬂu2511éﬂf)agmé’lﬁumw‘iééﬂyéﬁaﬁnzﬁm%m150
Saufiv/iBou. venvand, SuiitilaceEunhizeuieoarduaoaufioagzegnoaua
WHwaundagesndiv, ugruy zﬁcﬁagzﬁﬁmg%U@ng‘jgﬁéﬁcgﬂmmﬂﬂyoqjaﬁwﬁuﬁouan

fhegguae Gini Jsuau 0.3 (wesuii1.3).

¢ 0 Co-

This map shows the village average per capita expenditure. As with the index of
inequality, this measure takes into account the economic well-being of the whole
population, poor and rich, unlike the measures of poverty, which focus on only
those below the poverty line.

We expect that as the average per capita expenditure rises, the poverty rate
will fall. Nonetheless, it is surprising how similar this map is to the map of poverty
incidence, or in other words, how closely the poverty rate depends on the aver-
age per capita expenditure of the village. Particularly among the poorer villages,
the relationship between the two is quite close. This suggests that the incidence of
poverty in a village is to some extent a function of the average level of per capita
expenditure in the village and that the degree of inequality within a village plays a

minor role in determining the poverty rate.

It is widely believed in the Lao PDR and other countries that as incomes rise, the
gap between the poor and rich widens. The data presented here confirm that view
to some degree. But the relationship between inequality and per capita expendi-
ture is not a simple positive relationship. Many low-income areas also have a high
level of inequality. In fact, the districts with the highest levels of inequality tend to
be the relatively poor districts with per capita expenditure below 150 million kip/
month. Furthermore, low-income areas have a wider range of levels of inequality,
while high-income districts seem to converge toward a Gini coefficient of around
0.3 (Map 1.3).
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