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

Ravalllon Chen and Sanqraula (WBER 2009)F|gure 1: National poverty lines for 74 developing countries plotted

against mean consumption using consumption PPPs for 2005

A Update the line tab1.25a-dayusing

. 300
for consumption. )

A New compllatlon of national poverty lines from
0KS . Iy {e&l PeyertgzAGsesshents

200
(for 74 countries)

A Reference group of the poorest 15 countries.

A Malawi, Mali, Ethiopia, Sierra Leone, Niger, Uganda, Gambia,
Rwanda, Guine8issau, Tanzania, Tajikistan, Mozambique,
Chad, Nepal and Ghana.

100

National poverty line ($/month at 2005 PPP)

A Find a poverty rate of 25% (or 1.4 billion people) in 2005. 0 -

A UN Sustainable Development Goal 1.1 (and WB Note: Fitted values use a Log consumption per person at 2005 PP

lowess smoother with

Poverty Reduction Goal) set with respect to this line  saian-oe



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

AThe 2011 PPP$CP price data collected in 2011 (released in 2014)

A Increased coverage of countries: from 146 economies in 2005%dn 2011 covering 99% of nominal world
GDP

A Increasectoverage of rural pricegarticularly in China, India and Indonesia (as compared to 2005)

A 18-ring-country approach from 2005 replaced by sub&ébbal Core Ligif items from all countries for linking
regions in 2011.

A Deaton and Aten (2014) and Inklaar and Rao (2014) argue that thets®dological improvementsorrect
for errors in the 2005 PPPs that had led to ar3P@6 overestimate of the price levels in Africa and Asia

ALY IT'RRAGA2YZ 5SI02y YR 5dzLINAST é6unmm0 KFER SadAayYl
and found thatpoverty-weighting PPPs made little differentaethe size and distribution of global poverty.
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A But the 2011 PPPs imply a Figure 1: Change in PPRadjusted dollar values between 2005 and 2011 PPPs
substantial shift in the regional N
profile of relative price levels: °Re

25

A Lower price levels in poor
countries=> higher PRRdjusted
USD values of consumption &
Income.

2

®BDI

A Convert 2005 PPP value => 2011 PPP
value:

PPPs. Can be thought of as country 500 5000 50000

G0 00 @ 0 Change in CPI relative to change in
U T U specific PPPO5 PPP11 deflators. GNI per capita 2011 (log)

_ C Note: Fitted line usesdwed smoother with bandwith 0.8. Sample limited to countries which participated in bc
For USd=1.15 2005an® 011 | CP rounds. @ = 1-adnsterddddlar valae betiveem2g05 arid 2011 PP|



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

AChaIIenge how should the IPL ($1. 25 in 2005 PPPs) be updated, without moving
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1. A brief history of global poverty monitoring at the World Bar

APrinciples:

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

2. 1 0Oly26ft SRIS (KIG UKS . Fy1Qa LR2OSNIE& NBR
explicitly in terms of the $1.25 line at PPP2005 exchange rates. Minimize changes to
that goalpost in real terms.

3.

¢KS LINAOS OKLy3S$a Y2ad NBtSOHyG F2NJ RS
d2NX RQa LIZ22Nbad 2
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ADerive the new line by:

I.  Inflating the 2005 values of the fifteen RCS lines to 2011 using domestic CPIs
li. Convert the resulting values to US dollars (in 2011 prices) using the 2011 PPPs



1. A brief history of global poverty monitoring at the World Bal
Updating the RCS15 $1.25/day line to 2011 PPPs

Country Year 2005 PPP 2011 PPP
Malawi* 200405 0.86 1.34
Mali 198889 1.38 2.15
Ethiopia 19992000 1.35 2.03
Sierra Leone 200304 1.69 2.73
Niger 1993 1.10 1.49
Uganda 199398 1.27 1.77
Gambia, The 1998 1.48 1.82
Rwanda 19992001 0.99 1.50
GuineaBissau 1991 1.51 2.16
Tanzania 200001 0.63 0.88
Tajikistan* 1999 1.93 3.18
Mozambique 200203 0.97 1.26
Chad 199596 0.87 1.28
Nepal 200304 0.87 1.47
Ghana* 199899 1.83 3.07
Average 1.25 1.88

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

AIDeaton (2010) had criticized tmarrow statistical suppotfor the $1.25
Ine.

AJolliffe and Prydz (2016) propose a Low Income Country (LIC) poverty line
based on the median of estimated (ImBIICIt) national Boyert lines fB@m
Low Income Countries. Yiel#$.25in 2005 PPPs aril.91in 2011 PPPs.

AConvert$1.25t AyS (U2 Hamm ttt @FfdzS 6k/ tL
which poverty is measured). Simple average of these vali€s98
A{AYAEIT NI 02 GKS aSljdza gl £t Syd € AyYySE | LILINE
hey prefer a populatiomweighted average, df1.93.
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Robustness from unexpected sources??2 6 S NI Bakié Ne&ly Rbsierty Lipge a2 OASY UAFAOEX
programming approach, independent from national poverty lines.

G¢CKS w2 .t[6 NBald 2y 0O02yiSadlrofS F2dzyRI GA2ya wXB6 | &
leading, we argue, to underestimates of poverty in much of
1KS RSQOSt2LIAY3I ¢62NIRE o0!ttSYy>S HnmtI Llboc dpno

VOL. 107 NO. 12 ALLEN: ABSOLUTE POVERTY: WHEN NECESSITY DISPLACES DESIRE 3713
TaBLE 11—LINEAR ProOGRAM PoveERTY LINES CONVERTED TO US DOLLARS PER DAY AT PPP
1,700 cal CPF Basic Full course
Developing 1.54 1.88 2.63 3.22

Middle-income OECD 1.50 .69 205 2.15
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CPF model Three nuttients are required: 2100 Calones per day, 50 g. of Protein,
and 33 = of Fat

. reduced basic model. CPF requirements plus half of the Indian recommended daily
VOL. 107 NO. 12 ALLEN: ABSOLUTE POVERTY: WHEN NECESSITY DISPLACES DESIRE 3713 allowances (EDA) of iron, folate, thiamine, niacin. and the BDA of vitamins C and

B11.
. basic model. CPF requirements plus the Indian recommended daily allowances of
wron, folate, thianune, miacin, and vitamins C and B12.

TaBLE 11—LINEAR PROGRAM POVERTY LINES CONVERTED TO US DOLLARS PER DAy AT PPP . full course model. Basic model plus RDA of six more vitamins and minerals,
1,700 cal CPF Basic Full course
Linear Program Poverty Lines converted to US dollars per day at PPP
Developing 1.54 1.88 2.63 3.22 reduced
Middle-income OECD 1.50 1.6Y PRI 2.15 1700 cal CPF hasic basic fill course
Higer 062 0.av 141 1.52 182
Zimbalwre EI 64 083 156 1 l5"~ 137
, A o . - “ CGrambia A07 127 an ~
a2 KSY YAYAYIlt K2z2dzaAy3d | yR Of2uK)\yEILmelman T dzS« haRS:lpdzlauS FT2NJ 0l
_ . . . E 134 1.70 X48 25 208
conditions are included, the costs of these linear programming — Al 108 s i
poverty lines works out in 2011 at about $1.90 per dae LPPL is a ——— was [ 1e0 =1 1 2s0

new basis for the World Bank Poverty lEine 6 LIJdmM T 0 CECD 0 078 15 0 128 | 17
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Al fEtSYyQa . IFaAO bSSPR3 + 2AQCNTIA T i/ Q)
3.90 - |

Aal tazx L 02ftR @&2dz | 62dzi ¢ *
compute poverty lines in 2011 for the 15 countries 3.00 - - -
underpinning the 2005 and 2011 World Bank > &
lines. Here' s the key graph. It is only for the African g 2 50 &
countries (Nepal fits right in and Tajikistan is an outlier = <-
but the results don't really changelhe black dots are o s P, WBPL
from your paper and are the 2011 values of their @ 200 {u®
national ?_overt linesThe red dots are my _ = Il b +
computations. As you can see the means are virtually - -
the same.The variance of mine is smallé&3o my @1 50 e . BNPL
model agrees with $1.90 when it is aBplled to'the @ *
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2. The most recent estimates of extreme consumption pov

Ingredients:

A Nationally representative household surveys with consumption or income variables
A from among the 1,600+ surveys for 164 economies between 1977 and 2@bvdalNet
A Population statistics (from Censuses)

A Domestic price indices (and sometimes spatial price deflators)
A Purchasing power parity exchange rates
A National accounts data on growth rates

A National poverty lines

A Information on the joint distribution of other dimensions of wbking: health
status, educational attainment, access to services, etc.
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FIGURE 0.1 Global Poverty Rate and Number of Poor, 1390-2015 FIGURE 1.6 Poverty Rate, Regional and World Trends, 1990-2015

50
. East Asia and Pacific
40 Sub-Saharan Africa
35 7 South Asia
= 30
e 0 =
725 A - -
= 2 World %
S 20 - . £
* g
15 DD_
10 A
: Latin America and
T the Caribbean
0 T T T T 0 1 1
T T e tetetirird e e O
==@== Number of people who live below US$1.90 a day (2011 PPP) (right axis) | | T T -0
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Source: Most recent estimates, based on 2015 data using PovcalNet.
Note: PPP = purchasing power parity.



I. The recent progress against extreme poverghanging
regional profile

FIGURE 1.8 Distribution of the Global Poor by Region and Country, 2015

\
\

A With a headcount rate of 41%, sub

Saharan Africa accounted for 56% } \
2F (KS 62NIRQaA SEUNBYST e '

people in 2015.

A South Asia accounted for another
29%.

A East Asia had 9% of the extreme s
poor ¢ a massive reduction from its
52% in 1990. v

A 7.3 million in extreme poverty in
ROWO d NA OK O2dzy G NA Saé€ v



. The recent progress against extreme povénthly
uneven, and slowing down.

.. . . . . FIGURE 1.3 Number of Poor by Region, 1990-2030
Poverty projections, five countries with the most poor in 2015 yRed
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Source: PovcalNet (online analysis tool), World Bank, Washington, DC, http://iresearch.worldbank.org/PovcalNet/. World Development
Indicators; World Economic Outlook; Global Economic Prospects; Economist Intelligence Unit.



lil. The decline over the last 25 yembust to the
choice of poverty line
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World cdf for household consumption per capita, truncated at the US poverty line. First order stochastic dominanc
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 24member commission, convened in 2015 and led
MONITORING by Tony Atkinson, was tasked with providing advice to

GLOBAL POVERTY (KS 22NIR .lyl0Qa /KASF 90

Report of the Commission
on Global Poverty

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

(B) What choices should the World Bank make regarding
complementary poverty measurdés be tracked and made
available to policymakers?

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




3. Towards a broader conception of poveitycome
class poverty lines

Rationale -
(N

Poverty lines are clearly higher in richer @ ‘“.‘ ®

O2dzy i NASa®d ¢KS GNBFSNBYOS| YSIyAy3ae 27 HICS2L7 g0

consumption poverty is different in UMICs and © | . ¢

LICs. . X e
Approach . ¢ . oo )

[ ] [

Anchored on national harmonized poverty lines. . ‘.0, * & UMiC: $5.5

LICs: $1.90/day N - IV IR, ¥y

LMICs: $3.20/day ‘—'M e $

[ ] .' ‘ (]
UMICs: $5.50/day ol Ucsige 8t o o,
° %o (g ®
° o O0O® o
(]

Source Jolliffe and Prydz (2016): o

115 from t,rz1e 864 IrT’]p|I,CI'[ poverty lines in their '1 '2 z|1 é 1'6 3'0 6'0 1'20

databased O ( da )) GNI per capita per day (2011 Atlas USD), log scale
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TABLE 3A.1 Histonical Trends, Global Poverty Estimates, 19902015

a. US53.20 Poverty

Squared Fopulation
Year Poverty rate (%) Poverty gap (%l poverty gap Poor imilliens)  (millions|
1930 0.1 i 155 29140 5841
1933 0.4 il 147 2034 55421
1936 517 a2 127 29334 51926
1999 L6 23 124 A065.1 60281
200 172 02 110 29027 62704
5 8232 164 aa 27531 B517.0
20 a2 149 17 2551 6.761.7
am 128 121 =] 27384 724
a3 102 50 71824
s 26.3 a9z LI 18327 735402

N7 ~—~
b. US$5.50 Poverty

Squared Population
Year Paverty rate (%l Poverty gap (%l poverty gap Poor imillions)  (millions}
1930 67.0 415 228 25405 52841
1933 67.89 409 a0 27612 55421
1995 67.3 =T i1 2.900.0 57325
1399 i 21 Pzl 40352 60281
200 6.0 =1 230 4Mma2 62704
Ll bl.4 218 144 29334 B517.0
A ! A0 178 8737 67617
am h22 53 150 26623 Tm2a

ama J 6 131 243813 7.08214
s 46.0 ik 120 3,3508.5 73552

Source-PoveaiNat {isdzssedfeh worldsank om/PovcalNet, Warld Sank N—



3. Towards a broader conception of povethcome
class poverty lines

1990 2015
1600  More than a third of the 1600 Eizrtl%;fgggg
1400 Wworld with less than $1.90 1400 25% less
= 1200 = 100 than $3.20
) o
= 1000 = 1000
£ 800 Two-thirds of the world £ 200 10% less
L) with less than $5.50 Y than $1.90
o 600 o 600 '
8 400 8 400
o a
200 200
V2 VAR
1.90 3.20 5.50 1.0 3.20 5.50
Income range (2011 SPPP per day) Income range (2011 SPPP per day)

A In 1990, a majority of the poor lived in low-income A Higher lines are lines more relevant for MIC countries
countries, but today a majority of the poor live in

middle-income countries A The $3.2 and $5.5 lines are constructed based on

information on the typical poverty line in LMICs and

A $1.90 is not enough to live in a MIC environment UMICs, respectively



3. Towards a broader conception of poveityie

societal poverty line

How countries define basic needs
increases with income

A Societal Poverty Line (SPL) = max (IPL, $1+50% of
median income/consumption)

A SPL reflects social & economic assessments of basic
needs at different levels of development

Societal poverty declines more slowly with
growth because the poverty line increases

A Combines elements of absolute and relative poverty

A 2.1 billion people are societally poor



