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

Update: 1979
άLƴŘƛŀ ƭƛƴŜέ

1990 
ά5ƻƭƭŀǊ-a-dayέ

2001
1.08/day

2008
1.25/day

2015
1.90/day

Source
Ahluwalia et 

al (1979)

Ravallion,et al 
(1991), WDR 

1990

Chen and 
Ravallion(2001)

Ravallion, Chen 
and Sangraula

(2009)

Ferreira et al. 
(2016), PSPR 

2016 

ICP data
1975 PPPs
Kraviset al 

(1978)
1985 PPPs 1993 PPPs 2005 PPPs 2011 PPPs

Poverty lines used
1 (India) 8 countries 10 countries 15 countries

15 (same lines as 
2008)

Method
LƴŘƛŀΩǎ 

poverty line 
(46th pctile)

Inspection Median Mean Mean

Povertyline
(ICPbase 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):

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

ÅNew compilation of national poverty lines from 
ǘƘŜ .ŀƴƪΩǎ ŎƻǳƴǘǊȅ-level Poverty Assessments 
(for 74 countries)

ÅReference group of the poorest 15 countries. 
ÅMalawi, Mali, Ethiopia, Sierra Leone, Niger, Uganda, Gambia, 

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

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

ÅUN 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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ÅThe 2011 PPPs:  ICP price data collected in 2011 (released in 2014)

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

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

Å18-ring-country approach from 2005 replaced by subset Global Core List of items from all countries for linking 
regions in 2011. 

ÅDeaton 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

ÅLƴ ŀŘŘƛǘƛƻƴΣ 5Ŝŀǘƻƴ ŀƴŘ 5ǳǇǊƛŜȊ όнлммύ ƘŀŘ ŜǎǘƛƳŀǘŜŘ Ǝƭƻōŀƭ ǇƻǾŜǊǘȅ Ŏƻǳƴǘǎ ǳǎƛƴƎ όнллрύ άtttǎ ŦƻǊ ǘƘŜ ǇƻƻǊέ 
and found that poverty-weighting PPPs made little difference to the size and distribution of global poverty.

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



ÅBut: the 2011 PPPs imply a 
substantial shift in the regional 
profile of relative price levels:

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

ÅConvert 2005 PPP value => 2011 PPP 
value: 

For US, d= 1.15=

ὅὖὍ

ὅὖὍ
Ⱦ
ὖὖὖρρ

ὖὖὖπυ

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. ŭ =1 means no change to the PPP-adjusted dollar value between 2005 and 2011 PPPs.  
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ÅChallenge: how should the IPL ($1.25 in 2005 PPPs) be updated, without moving 
ǘƘŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŎƻƳƳǳƴƛǘȅΩǎ ƎƻŀƭǇƻǎǘǎΚ
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Chico Ferreira??!!
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ÅPrinciples: 

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. !ŎƪƴƻǿƭŜŘƎŜ ǘƘŀǘ ǘƘŜ .ŀƴƪΩǎ ǇƻǾŜǊǘȅ ǊŜŘǳŎǘƛƻƴ Ǝƻŀƭ όŀƴŘ ǘƘŜ ¦bΩǎ {5D Імύ ŀǊŜ ǎŜǘ 
explicitly in terms of the $1.25 line at PPP2005 exchange rates.  Minimize changes to 
that goalpost in real terms.

3. ¢ƘŜ ǇǊƛŎŜ ŎƘŀƴƎŜǎ Ƴƻǎǘ ǊŜƭŜǾŀƴǘ ŦƻǊ ŘŜǘŜǊƳƛƴƛƴƎ ΨǊŜŀƭ ǘŜǊƳǎΩ ŀǊŜ ǘƘƻǎŜ ŦŀŎŜŘ ōȅ ǘƘŜ 
ǿƻǊƭŘΩǎ ǇƻƻǊŜǎǘ ǇŜƻǇƭŜΦ
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ÅDerive 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:

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

ÅJolliffe 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 $1.91in 2011 PPPs.

ÅConvert$1.25 ƭƛƴŜ ǘƻ нлмм ttt ǾŀƭǳŜ όҟ/tLκҟtttύ ŦƻǊ ŜŀŎƘ ŎƻǳƴǘǊȅ όŦƻǊ 
which poverty is measured). Simple average of these values is $1.90.
Å{ƛƳƛƭŀǊ ǘƻ ǘƘŜ άŜǉǳƛǾŀƭŜƴǘ ƭƛƴŜέ ŀǇǇǊƻŀŎƘ ǎǳƎƎŜǎǘŜŘ ōȅ Yŀƪǿŀƴƛ ŀƴŘ {ƻƴ όнлмсύΦ 

They prefer a population-weighted average, of $1.93.
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Robustness from unexpected sources?: wƻōŜǊǘ !ƭƭŜƴΩǎ Basic Needs Poverty Line ςŀ άǎŎƛŜƴǘƛŦƛŎέΣ ƭƛƴŜŀǊ 
programming approach, independent from national poverty lines.

ά¢ƘŜ ώ².t[ϐ ǊŜǎǘ ƻƴ ŎƻƴǘŜǎǘŀōƭŜ ŦƻǳƴŘŀǘƛƻƴǎ ώΧϐ ŀǎ ǿŜƭƭ ŀǎ 
leading, we argue, to underestimates of poverty in much of 
ǘƘŜ ŘŜǾŜƭƻǇƛƴƎ ǿƻǊƭŘέ ό!ƭƭŜƴΣ нлмтΣ ǇΦосфлύ
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One year earlier: University of Oxford Discussion Papers in 
Economic and Social History No.141, March 2016

ά²ƘŜƴ ƳƛƴƛƳŀƭ ƘƻǳǎƛƴƎ ŀƴŘ ŎƭƻǘƘƛƴƎ ŀƴŘ ŦǳŜƭ ŀŘŜǉǳŀǘŜ ŦƻǊ ǘǊƻǇƛŎŀƭ 
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 Lineέ όǇΦмтύ



Å!ƭƭŜƴΩǎ .ŀǎƛŎ bŜŜŘǎ tƻǾŜǊǘȅ [ƛƴŜΥ

Åά!ƭǎƻΣ L ǘƻƭŘ ȅƻǳ ŀōƻǳǘ Ƙƻǿ L ǳǎŜŘ Ƴȅ ƳƻŘŜƭ ǘƻ 
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 
ŎƻƴǘƛƴŜƴǘ ƻƴ ǿƘƛŎƘ ǘƘŜ ϷмΦфл ƭƛƴŜ ƭŀǊƎŜƭȅ ǊŜǎǘΦέ ό!ƭƭŜƴΣ 
рκноκнлмуΣ ǇŜǊǎƻƴŀƭ ŎƻƳƳǳƴƛŎŀǘƛƻƴέύ

ÅάL Ŏŀƴ ŜƭŀōƻǊŀǘŜ ǘƘƛǎΣ ōǳǘ L ƘŀǾŜ ŀƭǿŀȅǎ ōŜƭƛŜǾŜŘ ǘƘŀǘ 
my work would provide a justification of the WBPL in 
some sense.bƻǿ L ǘƘƛƴƪ L ƘŀǾŜ ŘƻƴŜ ǘƘŀǘ ŀƴŘ ώΧϐ 
would like to contribute to your enterprise by 
ōǊƻŀŘŎŀǎǘƛƴƎ ǘƘŀǘ ŦƛƴŘƛƴƎΦέ  ό!ƭƭŜƴΣ рκнтκнлмуΣ ǇŜǊǎƻƴŀƭ 
communication)
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2.  The most recent estimates of extreme consumption poverty

Ingredients:

ÅNationally representative household surveys with consumption or income variables 

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

ÅPopulation statistics (from Censuses)

ÅDomestic price indices  (and sometimes spatial price deflators)

ÅPurchasing power parity exchange rates

ÅNational accounts data on growth rates

ÅNational poverty lines
_______________________________________

ÅInformation 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

ÅWith a headcount rate of 41%, sub-
Saharan Africa accounted for 56% 
ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŜȄǘǊŜƳŜƭȅ ǇƻƻǊ 
people in 2015.

Å South Asia accounted for another 
29%.

Å East Asia had 9% of the extreme 
poor ςa massive reduction from its 
52% in 1990.

Å 7.3 million in extreme poverty in  
RoWόάǊƛŎƘ ŎƻǳƴǘǊƛŜǎέύ



ii.  The recent progress against extreme poverty: highly 
uneven, and slowing down.
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iii. The decline over the last 25 years isrobust 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 
ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ /ƘƛŜŦ 9ŎƻƴƻƳƛǎǘ ƻƴΥ

(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  

LIC: $1.9

LMIC: $3.2

UMIC: $5.5

HIC: $21.7
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Rationale

Poverty lines are clearly higher in richer 
ŎƻǳƴǘǊƛŜǎΦ ¢ƘŜ άǊŜŦŜǊŜƴŎŜ ƳŜŀƴƛƴƎέ ƻŦ 
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. ᾀᶻ Ὃ Ὂᾀ
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3. Towards a broader conception of poverty: Income-
class poverty lines  
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3. Towards a broader conception of poverty: The 
societal poverty line


