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1. A brief history of global poverty monitoring at the World Bank

• With a focus on the 2015 update (introducing the 2011 PPPs)

2. The most recent estimates of extreme consumption poverty

3. Towards a broader conception of poverty
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• A societal (hybrid) line

• Multidimensional poverty

• Looking within the household

4. Many remaining challenges



1. A brief history of global poverty monitoring at the World Bank

Update: 1979
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Chen and 
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Ravallion, Chen 
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Ferreira et al. 
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1975 PPPs
Kravis et al 
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Method
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(ICP base year USD)

$0.56 $1.01 $1.08 $1.25 $1.90

Country coverage 36  (25) 86  (22) 88 115 133
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Ravallion, Chen and Sangraula (WBER, 2009):

• Update the line to $1.25-a-day using 2005 PPPs 
for consumption.

• New compilation of national poverty lines from 
the Bank’s country-level Poverty Assessments 
(for 74 countries)

• Reference group of the poorest 15 countries. 
• Malawi, Mali, Ethiopia, Sierra Leone, Niger, Uganda, Gambia, 

Rwanda, Guinea-Bissau, Tanzania, Tajikistan, Mozambique, 
Chad, Nepal and Ghana.

• Find a poverty rate of 25% (or 1.4 billion people) in 2005.

• UN Sustainable Development Goal 1.1 (and WB 
Poverty Reduction Goal) set with respect to this line.
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Figure 1: National poverty lines for 74 developing countries plotted 
against mean consumption using consumption PPPs for 2005 
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• The 2011 PPPs:  ICP price data collected in 2011 (released in 2014)

• Increased coverage of countries: from 146 economies in 2005 to 199 in 2011, covering 99% of nominal world 
GDP 

• Increased coverage of rural prices, particularly in China, India and Indonesia (as compared to 2005)

• 18-ring-country approach from 2005 replaced by subset Global Core List of items from all countries for linking 
regions in 2011. 

• Deaton and Aten (2014) and Inklaar and Rao (2014) argue that these methodological improvements correct 
for errors in the 2005 PPPs that had led to an 20-30% overestimate of the price levels in Africa and Asia

• In addition, Deaton and Dupriez (2011) had estimated global poverty counts using (2005) “PPPs for the poor” 
and found that poverty-weighting PPPs made little difference to the size and distribution of global poverty.
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• But: the 2011 PPPs imply a 
substantial shift in the regional 
profile of relative price levels:

• Lower price levels in poor 
countries => higher PPP-adjusted 
USD values of consumption & 
income. 

• Convert 2005 PPP value => 2011 PPP 
value: 

For US,  = 1.15=

𝐶𝑃𝐼11
𝐶𝑃𝐼05

/
𝑃𝑃𝑃11

𝑃𝑃𝑃05

Change in CPI relative to change in 
PPPs. Can be thought of as country-
specific PPP05 -> PPP11 deflators. 

Figure 1: Change in PPP-adjusted dollar values between 2005 and 2011 PPPs 

 
Note: Fitted line uses lowest smoother with bandwith 0.8. Sample limited to countries which participated in both the 

2005 and 2011 ICP rounds. δ =1 means no change to the PPP-adjusted dollar value between 2005 and 2011 PPPs.  
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1. A brief history of global poverty monitoring at the World Bank

• Challenge: how should the IPL ($1.25 in 2005 PPPs) be updated, without moving 
the international community’s goalposts?



1. A brief history of global poverty monitoring at the World Bank

• Challenge: how should the IPL ($1.25 in 2005 PPPs) be updated, without moving 
the international community’s goalposts?

Chico Ferreira??!!



1. A brief history of global poverty monitoring at the World Bank

• Principles: 

1. Use the most accurate set of prices available to compare the standards of living across 
countries with very different prices for non-tradable goods and services.

2. Acknowledge that the Bank’s poverty reduction goal (and the UN’s SDG #1) are set 
explicitly in terms of the $1.25 line at PPP2005 exchange rates.  Minimize changes to 
that goalpost in real terms.

3. The price changes most relevant for determining ‘real terms’ are those faced by the 
world’s poorest people.
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• Derive the new line by:

i. Inflating the 2005 values of the fifteen RCS lines to 2011 using domestic CPIs

ii. Convert the resulting values to US dollars (in 2011 prices) using the 2011 PPPs 



Updating the RCS15 $1.25/day line to 2011 PPPs 
Country Year 2005 PPP 2011 PPP

Malawi* 2004-05 0.86 1.34

Mali 1988-89 1.38 2.15

Ethiopia 1999-2000 1.35 2.03

Sierra Leone 2003-04 1.69 2.73

Niger 1993 1.10 1.49

Uganda 1993-98 1.27 1.77

Gambia, The 1998 1.48 1.82

Rwanda 1999-2001 0.99 1.50

Guinea-Bissau 1991 1.51 2.16

Tanzania 2000-01 0.63 0.88

Tajikistan* 1999 1.93 3.18

Mozambique 2002-03 0.97 1.26

Chad 1995-96 0.87 1.28

Nepal 2003-04 0.87 1.47

Ghana* 1998-99 1.83 3.07

Average 1.25 1.88

*Countries use category 4 price deflators in conversion. 
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Evidence of robustness:

• Deaton (2010) had criticized the narrow statistical support for the $1.25 
line.

• Jolliffe and Prydz (2016) propose a Low Income Country (LIC) poverty line 
based on the median of estimated (implicit) national poverty lines from 32
Low Income Countries. Yields $1.25 in 2005 PPPs and $1.91 in 2011 PPPs.

• Convert $1.25 line to 2011 PPP value (∆CPI/∆PPP) for each country (for 
which poverty is measured). Simple average of these values is $1.90.
• Similar to the “equivalent line” approach suggested by Kakwani and Son (2016). 

They prefer a population-weighted average, of $1.93.
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Robustness from unexpected sources?: Robert Allen’s Basic Needs Poverty Line – a “scientific”, linear 
programming approach, independent from national poverty lines.

“The [WBPL] rest on contestable foundations […] as well as 
leading, we argue, to underestimates of poverty in much of 
the developing world” (Allen, 2017, p.3690)
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Robustness from unexpected sources?: Robert Allen’s Basic Needs Poverty Line – a “scientific”, linear 
programming approach, independent from national poverty lines.

“The [WBPL] rest on contestable foundations […] as well as 
leading, we argue, to underestimates of poverty in much of 
the developing world” (Allen, 2017, p.3690)

One year earlier: University of Oxford Discussion Papers in 
Economic and Social History No.141, March 2016

“When minimal housing and clothing and fuel adequate for tropical 
conditions are included, the costs of these linear programming 
poverty lines works out in 2011 at about $1.90 per day. The LPPL is a 
new basis for the World Bank  Poverty Line” (p.17)



• Allen’s Basic Needs Poverty Line:

• “Also, I told you about how I used my model to 
compute poverty lines in 2011 for the 15 countries 
underpinning the 2005 and 2011 World Bank 
lines. Here' s the key graph. It is only for the African 
countries (Nepal fits right in and Tajikistan is an outlier 
but the results don't really change.) The black dots are 
from your paper and are the 2011 values of their 
national poverty lines. The red dots are my 
computations. As you can see the means are virtually 
the same. The variance of mine is smaller. So my 
model agrees with $1.90 when it is applied to the 
continent on which the $1.90 line largely rest.” (Allen, 
5/23/2018, personal communication”)

• “I can elaborate this, but I have always believed that 
my work would provide a justification of the WBPL in 
some sense. Now I think I have done that and […] 
would like to contribute to your enterprise by 
broadcasting that finding.”  (Allen, 5/27/2018, personal 
communication)
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2.  The most recent estimates of extreme consumption poverty

Ingredients:

• Nationally representative household surveys with consumption or income variables 

• from among the 1,600+ surveys for 164 economies between 1977 and 2017 in PovcalNet

• Population statistics (from Censuses)

• Domestic price indices  (and sometimes spatial price deflators)

• Purchasing power parity exchange rates

• National accounts data on growth rates

• National poverty lines
_______________________________________

• Information on the joint distribution of other dimensions of well-being: health 
status, educational attainment, access to services, etc. 



2.  The most recent estimates of extreme consumption poverty



i.  The recent progress against extreme poverty: a changing 
regional profile

• With a headcount rate of 41%, sub-
Saharan Africa accounted for 56% 
of the world’s extremely poor 
people in 2015.

• South Asia accounted for another 
29%.

• East Asia had 9% of the extreme 
poor – a massive reduction from its 
52% in 1990.

• 7.3 million in extreme poverty in  
RoW (“rich countries”)



ii.  The recent progress against extreme poverty: highly 
uneven, and slowing down.
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iii. The decline over the last 25 years is robust to the 
choice of poverty line

World cdf for household consumption per capita, truncated at the US poverty line. First order stochastic dominance 
holds across all years.



3.   Towards a broader conception of poverty

But measuring extreme consumption or income 
poverty clearly is not the end all and be all of 

monitoring world poverty.  

Poverty is a complex, multifaceted phenomenon.

A richer menu of poverty indicators is needed.



3.   Towards a broader conception of poverty

A 24-member commission, convened in 2015 and led 
by Tony Atkinson, was tasked with providing advice to 
the World Bank’s Chief Economist on:

(A) What should be the interpretation going forward of the 
definition of extreme poverty, set in 2015 at 1.90 Purchasing 
Power Parity (PPP)-adjusted dollars a day per person, in real 
terms? 

(B) What choices should the World Bank make regarding 
complementary poverty measures to be tracked and made 
available to policy-makers? 

The final report was published in October 2016, and 
contains 21 recommendations.



3. Towards a broader conception of poverty: Income-
class poverty lines  
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Rationale

Poverty lines are clearly higher in richer 
countries. The “reference meaning” of 
consumption poverty is different in UMICs and 
LICs.

Approach

Anchored on national harmonized poverty lines.

LICs: $1.90/day

LMICs: $3.20/day

UMICs: $5.50/day

Source: Jolliffe and Prydz (2016): 
115 from the 864 implicit poverty lines in their 

database. 𝑧𝑖
∗ = 𝐺−1 𝐹 𝑧𝑖
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3. Towards a broader conception of poverty: The 
societal poverty line
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3. Towards a broader conception of poverty: 
Multidimensional poverty
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3. Towards a broader conception of poverty: Like the 
SPL, the MDM contains the IPL at its core, but augments it



•

•

3. Towards a broader conception of poverty: Looking 
inside the household, to get at “individual poverty”



4. Some of the many remaining challenges

1. Further harmonizing consumption aggregates
a) Health, durables, imputed rent

2. Income aggregates
a) Zero incomes
b) Gross versus net

3. Spatial price deflation: documentation and harmonization
a) Interface with PPPs and “capital city PPPs” 

4. Refining line-up procedures
a) Seeking an informed choice of pass-through parameters from NAS growth to HHS growth

5. Strengthen PovcalNet documentation
a) Global Poverty Monitoring Technical Note series launched in April 2018

6. Further downstream:
a) Individual poverty estimates
b) Total error calculations



5. Concluding thoughts

1. Poverty is a complex and multifaceted phenomenon

• Monitoring it requires a dashboard, not a single dial

2. Anchoring our global identification yardsticks to the choices made in countries was an excellent idea by the 
‘pioneers’.

• Beware the temptation of clinical, scientific precision

• Some arbitrariness in the choice of poverty line is inevitable

• Defer to people on the ground

3. A richer menu

• New servings anchored to the core dish on which SDG 1.1. is based

4. Please never forget: IPL(s) are meant for global comparisons

• National poverty discussions – the ones that ultimately matter most – should use local criteria.

5. Finally: Yes, we can always do better, and we welcome the critique and comments!


