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Abstract. In modern social science, the concept of multidimensional poverty is considered the most progressive approach to measuring
poverty in countries of various development levels, including the developed ones. As an indicator of poverty in the EU, the multidimensional
index of the risk of poverty and social exclusion (AROPE) is used, which integrates the indicators of income poverty, material deprivation
and exclusion from the labour market. The empirical basis for its calculation is the data of the survey “Statistics of income and living
conditions in the EU” (EU-SILC), published by the statistical office of the European Union. Within the framework of this article, the authors
tried to contribute to the theoretical and methodological basis for studying the issue of multidimensional poverty by measuring and analysing
it within the framework of the resource approach using the empirical data collected by the authors in one of the peripheral regions of Latvia
- Latgale, which for many years has had the lowest indicators of economic development in the country. The resource-based approach is
founded on the following methodological path: resources available for the people and households can be transformed into capital as a result
of its activation and capitalization that, in its turn, can give the person socially economic benefit, i.e., a resource becomes a capital. The
methodology of this study involves the application of new concepts: the “resource-poor” (few resources) and the “functional-poor” (low
capitalization of available resources), as well as the “resource-functional poor”, who, according to the authors, represent different target
groups for the social policy, since they fundamentally differ in terms of both the causes of poverty and the approaches to supporting these
groups.
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1. Introduction

Poverty is a multidimensional concept. A European definition was agreed first by the European Council back in
1975: “People are said to be living in poverty if their income and resources are so inadequate as to preclude them
from having a standard of living considered acceptable in the society in which they live. Because of their poverty
they may experience multiple disadvantages through unemployment, low income, poor housing, inadequate
healthcare and barriers to lifelong learning, culture, sport and recreation. They are often excluded and marginalised
from participating in activities (economic, social and cultural) that are the norm for other people and their access to
fundamental rights may be restricted” (Eurostat 2013).

For quite a long time, when analysing social stratification in their countries, the researchers of the Baltic states paid
great attention to the formation of the middle class, while the poor groups of the population were considered as its
possible reserve, which, according to certain criteria, did not reach the role of a reliable stabilizer in conditions of
complex societal transformations (Zickute 2013; Menshikov 2016; Taljunaite, Sviklas 2018; Voronov, Ruza 2018;
Swedbank 2018; Neverauskiene 2020; Kazmierczyk 2018). However, the share of these poor groups turned out to
be quite large, and after the global financial crisis in 2008 it made more than 90 percent in Latvia (Menshikov 2016).
The largest gap between the candidates for the middle class and poor groups was in terms of money income, but
there were also significant differences in such assessed parameters as education level and self-identification with
the middle class (Menshikov 2016).

All this makes researchers to study more deeply the indeed numerous groups of poor population and propose new
approaches to understanding, measuring and overcoming it. In particular, it became possible to use the concept of
multidimensional poverty in the search for solutions to these problems, which has been steadily receiving much
attention in scientific publications over the past decades (Betti, Verma 2008; Berenger et al. 2009; Esposito,
Chiappero-Martinettix 2010; Alkire, Fang 2019; Yang et al. 2019). An initiative group of scientists from Oxford
University studying poverty and human development has developed a deprivation-based Multidimensional Poverty
Index (MPI), which is now widely used by international research organisations in their statistical reviews and reports
(Alkire 2008, 2015; Kakwani, Silber 2008; Chakravarty et al. 2008; European Commision 2012; Alkire et al. 2017;
Betti et al. 2018, OPHI, UNDP 2019, 2020). It was originally developed for India, but the analysis of the scientific
literature shows that in recent years it has been calculated for many countries, including the developed ones (Betti
et al. 2015; Alkire, Fang 2019; Ciani et al. 2019; Mitra, Brucker 2019). Despite its multifacetedness and topicality,
the problem of multidimensional poverty is rather poorly highlighted in the Baltic states.

Within the framework of this article, the authors, firstly, will analyse the existing approaches to measuring
multidimensional poverty and their results, and secondly, will try to contribute to the theoretical and methodological
basis applied for studying the issues of multidimensional poverty, having measured and analysed it within the
framework of the resource-based approach (Tikhonova 2006; Boronenko, Drezgic 2014) with the use of empirical
data collected by the authors in one of the peripheral regions of Latvia - Latgale, which for many years has had the
lowest economic development indicators in the country.

2. Review of literature and statistics

The authors based their analysis of scientific publications on the study of the dynamics of publishing the articles
containing the term “multidimensional poverty” in their titles. The analysis of the frequency of using this term in
the titles of publications indexed by the SCOPUS database showed that the interest of researchers in the problem
of multidimensional poverty is growing every year, as indicated by an increase in the number of articles related to
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this topic in the period from 2002 to 2019. During this period, a relative surge in publications related to
multidimensional poverty was observed in 2008 (10 publications), having gradually peaked in 2019 (78
publications) after a five-year decline (see Figure 1).

4 N

Figure 1. The number of publications related to multidimensional poverty indexed by SCOPUS, 2002-201
Source: compiled by the authors from the data of SCOPUS.

At different times, different authors have written about multidimensional poverty, and judging by the selected
scientific publications, there are quite few who have dealt with this problem for at least several years (see Figure
2).
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Figure 2. The number of publications related to multidimensional poverty, by authors, 2002-2019
Source: compiled by the authors from the data of SCOPUS.
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One of the first approaches to the study of multidimensional poverty, i.e. the basic-needs strategy, was announced
in August 1976 at the International Conference on Employment, organised by the International Labour Organisation
(Grant 1977). Within the framework of the concept of basic needs, in addition to material needs that determine the
possibility of simple physical survival, services that are necessary for the successful social activity of people are
added. Measuring the level of poverty within the framework of this concept is based on the absolute poverty line,
however, in addition to expenses on food, the expenses on education, leisure, and healthcare are also taken into
account (Streeten et al. 1981).

The concept of basic needs was criticised by the British sociologist P. Townsend. His main argument was that
despite the active debate over what to include in the set of necessary means of subsistence, the poverty line
calculated on the basis of these data will not make sense, because, according to the scientist: “People will spend
money on other things” (Townsend 2010). The main conclusion of P. Townsend was the formulation of the concept
of poverty as a relative deprivation: people are rich or poor in relation to what share of the resources available to all
members of society is available to them (Townsend 2010). To determine the extent of poverty according to this
concept, the relative monetary poverty line is used, which makes 40-60% of the median income of the population
of the surveyed country.

Commenting on the works of P. Townsend, A. Sen writes that although, according to P. Townsend, there is no
concept of “absolute needs”, and the needs of people for material goods in different societies are different, this is
true only for material goods. However, the very essence of people’s needs is absolute, the thing is that in different
societies these needs are satisfied with the help of a different set of goods, since different societies have different
capabilities. According to A. Sen, absoluteness always lies at the basis of any relativity (Sen 1983).

S. Alkire (Oxford Poverty & Human Development Initiative, OPHI) and J. Foster (The George Washington
University) have made a great contribution to the development of conceptual problems and methods for measuring
multidimensional poverty. The method they have developed for measuring multidimensional poverty is called the
Alkire-Foster method. This method makes it possible to determine by what parameters a certain share of the
population can be considered the poor, as well as to aggregate information to reflect poverty in society (by
geographic region, ethnic and other characteristics of social groups). The indicators constructed using this method
allow us to identify the interconnection between the types of deprivation and can be used in the development of
social policy priorities (Foster et al. 1984; Alkire, Foster 2007; Alkire 2008, 2015; Alkire et al. 2017; Samuel et al.
2018; Alkire, Fang 2019).

A great contribution to the study of multidimensional poverty was also made by the scientific publications of J.
Silber with his associates. Their articles dwell upon the study of the main challenges faced in applying a
multidimensional approach to poverty and provide an overview of solutions that have not yet been proposed to
address these challenges. J. Silber and his co-authors consider the main ordinal approaches to measuring
multidimensional poverty (Chakravarty et al. 2008; Kakwani, Silber 2008).

In turn, G. Betii’s research provides a step-by-step report on how the instruments for measuring non-monetary
deprivation as well as monetary poverty can be built at the regional level. The publications by G. Betii and his
colleagues present a practical methodology for estimating variance for multidimensional indicators of poverty and
deprivation of households and individuals, obtained from sample surveys with complex designs and rather large-
size sampling (Betti et al. 2015; Betti et al. 2018; Ciani et al. 2019)
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Multidimensional poverty embraces aspects of human life that cannot be measured using value indicators: health,
education, living conditions, personal security, enforcement of rights and opportunities, etc. A household may have
an average income, though lack drinking water, lack access to quality health and education services, have no decent
work, live in a region with a high crime rate and / or an environmentally unfavourable region. In this case, the
person experiences deprivation - “a situation in which you do not have things or conditions that are usually
considered necessary for a pleasant life” (Cambridge English Dictionary 2020).

The use of multidimensional poverty indicators in official statistics is a fairly new progressive practice. The concept
of multidimensional poverty has replaced the income poverty criteria, which have been used for a long time as
indicators of the socio-economic situation of citizens by the official statistical bodies of various countries,
international organisations and individual researchers. Currently, the academic environment has developed an
awareness that in modern economically developed societies the concept of poverty cannot be limited only to income
criteria. The multidimensional approach to the definition of poverty takes into account not only the lack of financial
resources of an individual, but also his limitations in access to education and healthcare, as well as difficulties
associated with housing conditions, food, health and other subsistence needs.

Multi-criteria poverty index AROPE" used in European official statistics is complex and aggregates information on
three poverty criteria. According to the methodology for constructing the AROPE index, persons who have at least
one of the following three indicators of poverty are acknowledged to be poor (Eurostat 2020a):

— Risk of relative income poverty. The AROPE index uses the concept of relative poverty to determine the risk of
income poverty. A person is considered poor if he/she lives in a household where per capita disposable income is
below 60% of the median income of the country’s population. The per capita disposable income of household
members is calculated as follows: the monetary income of all household members, net of taxes and social security
contributions, are summed up and divided by the equivalent number of household members. The equivalent number
of household members is determined according to the OECD scale. According to this equivalence scale, household
members are assigned weights: 1 for the first adult; 0.5 for the second and subsequent adults (aged 14 years and
older); 0.3 for each child (aged 0-13).

— The presence of severe material deprivations. One is acknowledged as experiencing significant material
deprivation if, due to insufficient funds, one cannot afford at least four out of the following nine points:
1) to pay off arrears of housing, utility bills, loans;

2) to have at least one week’s holiday away from home annually;

3) meals containing meat, chicken, fish (or vegetarian equivalent) at least every other day;

4) home heating;

5) unexpected expenses;

6) a telephone;

7) acolour TV,

8) a washing machine;

9) a personal car.

After 2015, 4 more points were added making it total of 13 deprivations to be taken into account:

10) to spend a small amount of money on oneself every week;

* At risk of poverty or social exclusion, abbreviated as AROPE, corresponds to the sum of persons who are either at risk of poverty, or
severely materially deprived or living in a household with a very low work intensity (Eurostat 2020a).
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11) to have money for regular leisure / recreation activities;
12) to pay for Internet connection;
13) to get together with friends / family at the table at least once a month.

— Exclusion from the labour market. The indicator of exclusion from the labour market reflects low work intensity
of working-age people. A person is considered excluded from the labour market in the past year if the ratio of the
total number of months worked by all members of his household aged 18 - 59 to the sum of all possible months of
work is less than 0.2.

For the empirical calculation of the multi-criteria poverty index AROPE, the database of the EU Statistics of Income
and Living Conditions (EU-SILC) is used (Eurostat 2020b). As mentioned above, according to the AROPE
methodology, three poverty criteria are determined for each individual, namely, the risk of relative income poverty,
the presence of material deprivations and exclusion from the labour market. Thus, a person can be poor according
to only one criterion (which is already a sufficient condition for being acknowledged as poor according to AROPE),
as well as according to two or three criteria simultaneously.

Figure 3 shows the distribution of the EU population classified as poor according to various criteria of the multi-
criteria poverty index AROPE. The greatest contribution to the level of multidimensional poverty is made by the
risk of income poverty - 73.8 million people. Meanwhile, for 47.0 million of the poor in terms of income, this risk
is the only criterion of poverty, while the remaining 26.8 million, experiencing the risk of income poverty, are
simultaneously poor according to one or two other criteria. 26.7 million people in the EU acknowledged to be poor
are experiencing severe material deprivation and 28.2 million of the poor are excluded from the labour market.
According to the AROPE methodology, the smallest part of the poor are people who are simultaneously
experiencing severe material deprivation and are acknowledged to be excluded from the labour market - 1.4 million
people. The number of those EU residents who are acknowledged to be poor according to all three criteria of the
multi-criteria poverty index AROPE is 5.7 million people.

10.7

1.4

People living

in households &
SN with very low
work intensity
28.2

Figure 3. Aggregation of sub-indicators of “People at risk of poverty or social exclusion”,
total number for each sub-indicator and combination of sub-indicators (with intersections), million people, EU-27, 2018
Source: compiled by the authors from the data of European Commission 2020.
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In 2018, 94.8 million people, or 21.6% of the EU population (without the UK), were at risk of poverty or social
exclusion, a decrease of 12.5 million people, or 3 percentage points, since 2013 (European Commission 2020). The
Europe 2020 strategy’s goal to “lift at least 20 million people out of the risk of poverty or social exclusion” by 2020
compared with the year 2008 (European Commission 2010 (2020)) is based on the EU’s composition at the time
the strategy was adopted: including the United Kingdom, but excluding Croatia. In 2018, there were 108.9 million
people in the EU (with the UK, but without HR) at risk of poverty or social exclusion, which is a decrease of 7.2
million people compared with 2008. It is worth noting that the EU’s at-risk-of-poverty-or-social-exclusion rate
increased between 2009 and 2012 because of the delayed social effects of the economic crisis, but it has been in
decline since that period. However, with 12.8 million people still needing to be lifted out of the situation of being
at risk of poverty or social inclusion, the EU is likely to miss its 2020 target (European Commission 2020).

In Latvia, the AROPE index has been used to measure multidimensional poverty since 2005, as part of the process
of modernization of the social statistics of the European Statistical System (including the EU-SILC survey) (Central
Statistical Bureau of Latvia 2018). As V. Veretjanovs, the Senior Expert of Social Statistics Methodology Section
of Social Statistics Department of the Central Statistical Bureau of Latvia (EU-SILC survey manager) stated, EU-
SILC is based on the idea of a “common framework™ in contrast with the concept of a “common survey” (Central
Statistical Bureau of Latvia 2018). Some of the results of applying AROPE to measure poverty in Latvia for
different age groups of the population are presented in Table 1.

Table 1. At-risk-of-poverty rate* in Latvia, % of total population, 2004-2016

Age/ 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
year
Latvia, 19.4 235 21.2 25.9 26.4 20.9 19.0 19.2 19.4 21.2 225 21.8 22.1
total
0-17 22.0 25.9 19.8 23.6 26.3 26.3 24.7 24.4 23.4 24.3 23.2 18.6 18.4
18-24 16.2 19.2 15.0 16.2 19.4 21.0 22.3 20.1 19.8 16.9 22.1 17.3 16.1
25-49 17.3 18.8 15.7 17.3 19.1 19.9 19.3 18.7 17.4 17.4 16.0 145 14.6
50-64 21.2 26.3 23.5 25.4 23.9 21.0 20.9 20.1 20.8 20.5 215 23.1 22.7
65+ 21.1 30.4 35.6 52.0 47.6 17.2 9.1 13.9 17.6 27.6 34.6 38.1 39.9

Source: Central Statistical Bureau of Latvia 2018.

* At-risk-of-poverty rate is the monetary part of AROPE — the share of persons with an equivalised disposable income below 60% of the
national median equivalised disposable income.

As concerns material deprivations, the most common type of deprivation in general in the EU is the inability to
cope with unexpected financial expenses. This deprivation was experienced by 32.5% of the population of the
European Union in 2018 (Eurostat 2020c). Having analysed the data for the Baltic states, it can be noted that this
deprivation was experienced most in Latvia - 55.3% of the population, in Lithuania - 48.8%, in Estonia - 34.7%.
This means that half of the people in Latvia and Lithuania cannot afford unexpected expenses. Another common
type of deprivation is an annual week’s holiday away from home. In the EU, 28.5% of the population is deprived
of this opportunity, in the Baltic countries: 40.7% in Lithuania, 32.8% in Latvia, and 26.9% in Estonia. Every
seventh EU resident (8.9%) has mortgage or rent arrears, utility bills or instalment purchases, 7.3% cannot provide
sufficient heating for their homes, the same number is unable to make ends meet, 7% cannot allow themselves meals
with meat, chicken, fish (or the vegetarian equivalent) every other day. Having compared the Baltic countries, it
can be noted that the percentage of the population experiencing all kinds of deprivation in Latvia is higher than in
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Lithuania and Estonia. Only the percentage of deprivation of heating in Lithuania is almost 4 times higher than in
Latvia, and 14 times higher than in Estonia (Eurostat 2020c).

Figure 4 shows the distribution of the Baltic states population acknowledged to be poor according to all three criteria
of the multi-criteria poverty index AROPE: in 2018, there were 74 thousand such people in Lithuania, 34 thousand
in Latvia, and 8 thousand in Estonia.

120
100 -74@_‘ 106
88
80 / 81 84%, o
71 . 705 7® 74
60 - 62 63
54
40
34
20 M
8
0 __‘ \')I T T T T T T T T 1
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
el | atvia Lithuania ==lll==Estonia

Figure 4. Baltic states population acknowledged to be poor according to all three criteria of the multi-criteria poverty index AROPE,
thousand people, 2009-2018
Source: compiled by the authors from the data of Eurostat 2020c.

Thus, in Latvia and Lithuania, the level of multidimensional poverty is the highest among the Baltic states and
therefore deserves special attention of researchers. As already noted in the Introduction, for the purpose of
methodological testing the authors of this article will consider the case of only one peripheral region of Latvia, the
poorest one during many years.

As the authors’ analysis of European statistics has shown, two sub-groups of the poor population - “poor in terms
of income” and “poor in terms of deprivation” - overlap less and less over time, although the situation of each of
them remains rather difficult. For this reason, the use of only one of the two basic theoretical and methodological
concepts for the analysis and understanding of poverty as the main one seems impossible, since it leads to the loss
of a significant part of the poor population as the subject of analysis.

3. Research methodology

As the experts of the European Anti-Poverty Network (EAPN) state, the overall persistent high level of poverty in
the EU suggest that poverty is primarily the consequence of the way society is organised and resources are allocated,
whether these are financial or other resources such as access to housing, health and social services, education and
other economic, social and cultural services (EAPN 2020). In this statement, the authors find support for their
attempt to contribute to the theoretical and methodological basis for studying the problem of multidimensional
poverty, measuring and analysing it within the resource approach (Tikhonova 2006), which is based on the
following methodological path: resources available for the people and households can be transformed into capital
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as a result of its activation and capitalisation that, in its turn, can give the person socially economic benefit, i.e., a
resource becomes a capital. The application of the resource approach can be found in studies of different social
sciences, sometimes revealing innovative resources or innovative forms of its activation and capitalization. One of
the co-author of this article used the resource approach in her previous study, proving that economic determinants
of the territory competitiveness and development sustainability is, firstly, resources availability at the territory, and,
secondly, ability of the territorial agents to transform them into territory capital (Boronenko, Drezgic 2014). So,
those resources which are available at the territory, but have not been transformed into territory capital, are not able
to determine also competitiveness and development sustainability of this territory. V. Boronenko and S. Drezgic
assume that weak development of social technologies for activation and capitalization of resources is the most
important reason for hindering the competitiveness and development sustainability of Latvia’s regions (Boronenko,
Drezgic 2014).

In this study, the authors will try to apply a resource-based approach to measuring poverty of residents, rather than
territory competitiveness and development sustainability, as it was in the above-mentioned study, using the
empirical data collected by the authors in one of the peripheral regions of Latvia - Latgale.

The methodology of this study assumes the use of new concepts: “resource-poor” and “functional-poor”, as well as
“resource-functional poor”. The first group, according to the logic of the resource-based approach, may include
those people who have insufficient resources as such, whereas the second (most interesting for analysis) group
includes people whose cause of poverty is not the lack of resources as such, but rather a low level of their
capitalization. In turn, the third group of the poor - the “resource-functional poor” - may include those people whose
lack of resources as such is accompanied by a low level of their capitalization. In theory, it is the latter type of the
poor that is the most difficult target group of the social policy, most in need of support.

To measure the multidimensional poverty of residents of Latgale region of Latvia within the framework of the
resource-based approach, the authors used the methodological approach to resource classification proposed by one
of the authors of this article (Menshikov 2008, 2011; Mensikovs 2009; Men'shikov, Vanags 2011), and developed
a scale-questionnaire presented in Table 2.

Table 2. A scale-questionnaire for measuring poverty of the population, including questions: Which of the resources indicated in the table
do you or your family possess?
Does the presence of a certain resource provide you with anything in particular?

. I or someone from It brings me monetary income and / or social
Resources for measuring poverty . . - : :
my family possess it position and / or moral satisfaction
Economic resources
Immovable or movable property 1 2
Monetary savings 1 2
Income: private business, salary, dividends, rental income, 1 2

social benefits, royalties, etc.

Cultural resources

Wide knowledge 1 2

High level of intelligence 1 2

Foreign language skills 1 2
Human resources

Higher education 1 2

Profession 1 2

High level of professionalism 1 2
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Social resources
Favourable family environment 1 2
Connections with influential people 1 2
A lot of friends 1 2
Administrative resources
Leadership skills 1 2
Responsible position (for example, at an enterprise, in a 1 2
state institution, etc.)
Work experience in the state institutions, local governments 1 2
or in the management of private enterprises
Political resources
Participation in the activities of public organisations (for 1 2
example, a political party)
Latvian citizenship 1 2
Status of a deputy, a politician 1 2
Symbolic resources
Good reputation at the place of work or in the educational 1 2
institution
Ability to come up with new ideas and engage others 1 2
Popularity in your city (village, region, state) 1 2
Physical resources
Good health 1 2
Ability to overcome stress and psychological problems 1 2
Beauty, attractive appearance 1 2
Geographical resources
Good place of residence (well-kept town or village with
good infrastructure - shops, transport, sports and 1 2
entertainment facilities, school, etc.)
Good demographic situation in the place of residence 1 2
(many married couples, many children and newborns, etc.)
Wide access to information in the place of residence 1 2
(Internet, newspapers and magazines, social events, etc.)

Source: compiled by the authors from the data of Menshikov 2008, 2011; Mensikovs 2009; Men'shikov, Vanags 2011.

Based on the logic of multidimensionality and multi-criteria used by all approaches and tools for measuring poverty
analysed in the previous part of the article, the authors have developed the following criteria for assigning
respondents to one or another group of the poor (see Table 3).
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Table 3. Empirical interpretation of the “resource-poor” and “functional-poor”
as well as the “resource-functional poor”

capitalization

available resources capitalized,
i.e. bringing them monetary
income and / or social position
and / or moral satisfaction

available resources capitalized, i.e.
bringing them monetary income
and / or social position and / or
moral satisfaction

Criteria “Resource-poor” “Functional-poor” “Resource-functional poor”
Availability of | Respondents who (themselves or | Respondents who (themselves or | Respondents who (themselves or
resources their families) possess <17 out of | their families) possess> 17 out of | their families) possess <17 out of

27, i.e. <60%, resources 27, i.e. > 60%, resources 27, i.e. <60%, resources
Level of resource | Respondents with> 60% of their | Respondents with <60% of their | Respondents with

<60% of their available resources
capitalized, i.e. bringing them
monetary income and / or social
position and / or moral satisfaction

Source: compiled by the authors

Thus, according to the empirical interpretation proposed by the authors, the “resource-poor” are those people who
have relatively few available resources (less than 60% from the list proposed in Table 2 - by analogy with the
principle of relative poverty applied in AROPE (see Table 1)), but the level of their capitalization is relatively high,
i.e. > 60% of the resources available to respondents or their families bring them monetary income and / or social
position and / or moral satisfaction (see Table 3). In turn, the “functional-poor” are those who have less than <60%
of their available resources capitalized, i.e. bringing them monetary income and / or social position and / or moral
satisfaction, despite the fact that they have relatively many resources as such, i.e. > 60% of all available resources.
One and the same person can be both the “resource” and the “functional” poor (i.e. it is an “overlapping” group of
“resource-functional” poverty, similarly to the criteria of the AROPE index), and also belong only to the “resource-
poor”, if one has relatively few resources as such at their relatively high capitalization, or to the “functional-poor”,
if the resources available to a person are poorly capitalized (see Table 3). In the result of the empirical analysis the
authors will obtain three target groups of the poor: “resource-poor”, “functional-poor” and “resource-functional
poor,” whose poverty has different causes and different essence.

4. Research results and discussion

The basis for the empirical analysis was the data of a representative sociological survey of the population of Latgale
region of Latvia, which for many years has had the lowest socio-economic development indicators in Latvia. The
survey was conducted in 2017. 798 adult residents of Latgale region were interviewed, the level of education of the
respondents and their nationality, as well as the type of settlement (urban or rural) were considered.

The empirical analysis of the data showed that according to the method of poverty measurement proposed by the
authors, 560 out of 798 respondents or 70.2% of the adult population of the region can be classified as poor in
Latgale region. The distribution of the poor by groups is shown in Figure 5.
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Figure 5. Share of the “resource-poor”, “functional-poor” and “resource-functional poor” in the total structure of the poor, n = 560
people (100%), Latgale region of Latvia, 2017

Source: compiled by the authors according to the questionnaire results

As the data presented in Figure 5 show, the main share (74.2%) of the poor population of Latgale region is comprised
of the “resource-poor” who have at their disposal less than 60% of the resources presented for the empirical analysis.
In turn, the group of the “functional-poor” constitutes a very insignificant part of the respondents acknowledged to
be poor - only 5.4%. At the same time, every fifth (20.4%) resident of Latgale region, acknowledged to be poor,
suffers from a double burden of poverty - resource (lack of resources) and functional (insufficient capitalization of
scarce resources). Interestingly, approximately the same share of EU residents falls into the intersection of any two
sub-indicators of the three-dimensional AROPE index (see Figure 3).

Using the correlation analysis, the authors studied the relationship between the amount of resources and the level
of their capitalization. The correlation between these two indicators across the entire sampling of respondents turned
out to be weak (r = +0.201), though statistically significant (p = 0.000, correlation is significant at the 0.01 level (2-
tailed)): the more resources a person has, the higher the specific weight of their capitalization is, and vice versa.
This, according to the authors, proves the real existence of the resource convertibility process discovered by P.
Burd’e (Burd’e 2001), which was studied earlier on the example of Latvia by one of the co-authors of this article
(Menshikov 2008, 2011; Mensikovs 2009; MenbikoB, Banarc 2011). Noteworthy results are achieved by a more
detailed analysis of the correlative relationship between the amount of resources and the level of their capitalization
- by groups of respondents, divided according to the availability of a certain amount of resources: up to 30% of all
resources presented for the analysis (“the poorest”), from 30 to 60% of resources (‘“not the poorest”), more than
60% of the resources (“non-poor”) (see Table 4).
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Table 4. Correlation between the amount of resources and the level of their capitalization by groups of respondents with different amounts

of resources, Pearson’s correlation coefficient, n = 798 people, Latgale region of Latvia, 2017

Group of respondents

Correlation between the amount of
resources and the level of their
capitalization, Pearson’s correlation

The statistical significance of the
correlative relationship, p-value

coefficient
The “poorest” in terms of resources (less 0.422, the correlation is not statistically
than 30% of resources), n = 181 people +0.060 significant
“Not the poorest” in terms of resources 0.048, the correlation is significant at the
(from 30 to 60% of resources), +0.106 0.05 level (2-tailed)
n = 349 people
“Non-poor” in terms of resources 0.199, the correlation is not statistically
(more than 60% of resources), +0.079 significant

n = 268 people

Source: compiled by the author according to the questionnaire results

As the results of a more detailed correlation analysis, presented in Table 4 show, a direct positive correlation
between the amount of resources and the level of their capitalization is statistically significant only in the group of
the so-called “not the poorest”, i.e. in the group of those “resource-poor” who possess from 30 to 60% of all
resources taken for the analysis, i.e. it is this group where the level of capitalization of resources is most correlated
to their quantity: the more resources, the more successfully they are capitalized. In turn, both in the group of “the
poorest” and the “non-poor”, the amount of resources and the level of their capitalization are not correlated (see
Table 4), i.e. it is “the poorest” and “non-poor” who are least able to extract monetary income and / or social position
and / or moral satisfaction from their resources, i.e. capitalize them.

5. Conclusions

Having analysed the existing approaches to measuring multidimensional poverty and their results, the authors came
to the conclusion that at present, the indicators of economic poverty and inequality, calculated by the Gini index, a
poverty line of 1.9 USD per day, the division into poverty and extreme poverty are no longer sufficient. The
empirical studies show that a decent standard of living implies that a person has access to quality education,
healthcare and basic needs. By focusing on these dimensions of poverty, governments can tackle the root cause of
poverty, rather than its consequences. In turn, the use of a multi-criteria index, for example, AROPE, helps to
understand the component structure of poverty of vulnerable groups, which stimulates the targeting of social policy.

The analysis of the results of measuring multidimensional poverty has shown that the incidence of poverty in the
EU is quite high - virtually every twentieth EU resident is poor according to this method. The level of
multidimensional poverty varies greatly across the EU, largely due to differences in the socio-economic
development of countries.

The authors of this article propose to measure multidimensional poverty based on the resource-based approach,
identifying three typological groups of the poor: “resource-poor”, “functional-poor” and “resource-functional
poor”. The results of the empirical analysis on the example of Latgale region of Latvia showed that the “resource-
poor” make up 74.2% of the total poor population of the region, and the “functional-poor” - 5.4%. Every fifth
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(20.4%) resident of Latgale region, acknowledged to be poor, suffers from a double burden of poverty - resource
and functional one.

The authors believe that resource poverty, functional poverty and resource-functional poverty represent different
target areas for social policy, since they require conceptually different approaches and solutions. For example, for
a group of the “resource-functional poor” it is necessary not only (if in general) to obtain resources as such, but to
teach people the skills and social technologies of capitalizing their resources. Whereas the group of the “functional-
poor”, due to the availability of sufficient resources, generally falls out of sight of traditional social policy and,
according to the authors, is a latent form of poverty, which, if left without attention and support, eventually turns
into “resource poverty” most often addressed by the state social support system.
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