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Profile extreme poverty — concepts, history, forecasts

|: Casting a wider net, alternative concepts to extreme poverty

Il: Improving communication around extreme poverty estimates



| Global profile of extreme poverty



What is extreme poverty?

Individuals are said to live in extreme poverty if they consume
less than $2.15 per day

Where does $2.15 come from? Most countries have national
poverty lines.

These lines indicate the minimum cost of covering basic caloric
needs and a few non-food items, such as clothes and shelter

$2.15 is the median national poverty
line of some of the poorest countries,
the set of Low-income Countries (LICs)

Hence it identifies what a typical poor
country thinks it takes to cover basic
needs

@ WORLD BANK GROUP



What is extreme poverty?
D

« What does it mean to consume less than $2.15 per day?

« To estimate extreme poverty in a country, we rely on
household surveys

« These surveys ask a representative sample of households
about their recent consumption patterns.

 |If the total value is less than $2.15
per person per day, the household is
said to be in extreme poverty

» (Caveat: high-income countries
typically don’t measure households’
consumption but rather households’
disposable incomes.
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What does it mean to live on $2.15 per day (2017 PPPs)?

* Here are, for example, the beds of three households living on
about $2.15 per day (about $65 per month in 2017 PPPs) from
www.gapminder.org ‘dollar-street’ which shows the living
conditions of households around the world based on their

monthly consumption

Nigeria
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http://www.gapminder.org/

The international poverty line

 Since the introduction in 1990 of the ‘dollar-a-day’ international poverty line,
the World Bank has monitored poverty using an international poverty line.

» The international poverty line reflects the typical national poverty line of
some of the poorest countries in the world.

* These national poverty lines typically indicate the minimum cost of covering
basic food and nonfood needs.

* People living on less than the international poverty line are in extreme

poverty.
» This measure of poverty is used for the first of the NO
World Bank’s twin goals and for the first indicator of the POVERTY

Sustainable Development Goals.
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Purchasing power parities and the

international poverty line

» National poverty lines and household consumption are reported in local
currencies. Purchasing power parity (PPP) exchange rates convert them to the
same currency and account for price differences faced by people better than
market exchange rates.

 New PPPs are collected periodically, most recently in 2017. When PPPs are
updated, so too is the international poverty line.

World Bank Chen and . Ferreira et Jolliffe al.
Source (1990) Ravallion (2001) avallionetal. (2009) ), ">516) (2022)
ICP Data (PPPs) 1985 1993 2005 2011 2017
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Method for setting the international

poverty line

*  Previously: $1.90 poverty line (2011 PPPs) and $1.25 poverty line (2005 PPPs)
were derived as the average national poverty line of 16 poor countries

* Now:
- Larger, newer, more comparable sample of national poverty lines

* International Poverty Line = median national poverty line for low-income
countries, $2.15 in 2017 PPPs

« + higher lines derived as median national poverty line of LMICs and UMICs

+ Using the new data set and the 2011 PPPs also resulted in a poverty line of
$1.90 in 2011 PPPs.

» Technical details in WB Policy Research Working Paper no. 9941


https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-9941

1990 - 2014: remarkable progress in reducing poverty

After 2014, significant slowdown
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Source: World Bank, Poverty and Inequality Platform, https://pip.worldbank.org.
Note: The figure shows the poverty rate and number of poor at the international poverty line of US$2.15 (2017 PPP) per person, per

day. See box 1.1 for more details on the adoption of 2017 PPPs that are used for monetary poverty measures throughout the chapter.
PPP = purchasing power parity.



The global extreme poor are concentrated
in Sub-Saharan Africa

B East Asia and Pacific
Europe and Central Asia
M Latin America and the Caribbean

Middle East and North Africa
B South Asia

B Sub-Saharan Africa
Rest of the world

Half the poor are in 5 countries

Source: 2022 Poverty and Shared Prosperity Report



Three decades ago, the majority of the

world’s poor lived in East Asia & Pacific

East Asia and Pacific [J Europe and Central Asia B Latin America and the Caribbean [ Middle East and North Africa
Rest of the world [ South Asia [ Sub-Saharan Africa

Source: https://blogs.worldbank.org/developmenttalk/end-extreme-poverty-getting-back-pre-covid-19-reduction-rates-not-enough
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Share of global poor (%), evolving classificatie Poverty pOPUIation by income level

@ Low income (LIC) @ Lower-middle income (LMIC) [ Upper-middle income (UMIC) @ High income (HIC)
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line of $2.15 per person per day) by country income group. The ‘evolving’ income group classification changes from year to year. Classifications refer to fiscal years (FY) and
are here matched to the year of their release. For example, the FY23 classification, released in July 2022, Is here tied to 2022. The ‘current’ income group classification uses
the FY23 classification in the entire graph.



Poverty rate (%), evolving classification v

Poverty rate by income level

LIC and LMIC

na fluctuates between

"China becomes LMIC
India becomes LMIC
“China becomes UMIC

Low income (LIC)

Upper-middle
income (UMIC)

High income (HIC)

Source: Poverty and Inequality Platform, Historical income classifications « The figure shows the extreme poverty rate (measured at the international poverty line of $2.15
per person per day) by country income group. The ‘evolving’ income group classification changes from year to year. Classifications refer to fiscal years (FY) and are here

matched to the year of their release. For example, the FY23 classification, released in July 2022, is here tied to 2022. The ‘current’ income group classification uses the FY23
classification in the entire graph.



The COVID-19 pandemic was a historic

shockK to global poverty

a. Poverty rate (at the US$2.15 a day poverty line) b. Annual change
Backcast Historical data Backcast Historical data
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Source: 2022 Poverty and Shared Prosperity Report and Mahler, Yonzan, Lakner. 2022. "The Impact of
COVID-19 on Global Inequality and Poverty.” World Bank Policy Research Working Paper 10198.
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Forecasting poverty reduction:

Completely off path to 3% by 2030

Number of poor

Historical data
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»» == Pre-COVID-19 projection = === Current projection

Source: 2022 Poverty and Shared Prosperity Report 15



lI: Other concepts of poverty (a few of many)



Limitations of the $2.15 line

The $2.15 poverty line is a frugal, absolute, and standard for
measuring poverty. Many people who live on more than $2.15 per day
could be considered poor, for example:

Higher Relative
standards standards

An individual An individual
who lives on who lives on $5
less than $3.65 adayina
or $6.85 day society where
the typical

person lives on
$50 a day
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Global poverty lines, 2011 & 2017 PPPs

e e Median ($) Observa- | Median ($) Observa-

Income classification (2011 PPP) Rounded tions (2017 PPP) Rounded tions
Low income (LIC) 1.91 1.90 33 2.15 215 28
Lower-middle income (LMIC) 3.21 3.20 32 3.63 3.65 54
Upper-middle income (UMIC) 5.48 5.50 32 6.85 6.85 37
High income (HIC) 21.7 29 24.36 24.35 38
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At higher poverty lines, the regional

distribution of the global poor changes

a. Number of poor, US$2.15 b. Number of poor, US$3.65 c. Number of poor, US$6.85

\ \,

B East Asia and Pacific Middle East and North Africa Rest of the world
Europe and Central Asia M South Asia
M | atin America and the Caribbean M Sub-Saharan Africa

Source: 2022 Poverty and Shared Prosperity Report 19



Relative standards

Societal poverty: Using a poverty line that
increases as countries get wealthier

« Societal poverty reflects idea that as
countries get wealthier, the standard of
meeting basic needs increases.

* The wealthier a country, the more
resources one needs not to avoid social
exclusion.

« The World Bank introduced the societal
poverty line (SPL) in 2018:

SPL = max|2.15,1.15 + 0.5 * median]

ESTABLISHING A NEW
SOCIETAL POVERTY LINE

Being poor is relative.

In a poor country, one may only need
clothing and food to perform work,
whereas in a richer society, one may
also need access to internet, a phone,
and a vehicle.

A Gj
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Societal poverty declines more slowly than

extreme poverty

How countries define basic needs
increases with income
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Societal poverty declines more slowly with
growth because the poverty line increases
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1990 2000 2010 2020
— Extreme poverty — Societal poverty

* The societal poverty line reflects average assessments of social & economic basic needs at
different levels of development. SPL = max($2.15, $1.15+0.5 X Median)

Societal poverty
more than 3 times
extreme poverty
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Non-monetary standards

The $2.15 poverty line largely does not account for dimensions of well-being
that do not have a market price, e.g., education and basic infrastructure often
provided by the state.

electricity

income/consumption

In 2018, the World
Bank introduced a
measure of
multidimensional
poverty

sanitation

Monetary poverty |
remains one of its education
dimensions
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Almost 40% of the multidimensionally poor

are not monetarily poor

Venn diagram of deprivations

Source: 2022 Poverty and Shared Prosperity Report
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lll. Efforts to improve understanding of the
poverty estimates (Trust, Equity, Value)



OFFICE OF THE WORLD BANK CHIEF STATISTICIAN AND THE POVERTY & EQUITY GLOBAL PRACTICE

ACCESSING THE WORLD BANK'S ESTIMATE%

How to use the World Bank's
Poverty and Inequality Platform

IBRD « IDA | WORLD BANK GROUP

@ THE WORLD BANK

Details: https://www.worldbank.org/en/events/2023/04/05/let-s-talk-data-accessing-the-world-bank-s-estimates-of-poverty-and-inequality
25



https://www.worldbank.org/en/events/2023/04/05/let-s-talk-data-accessing-the-world-bank-s-estimates-of-poverty-and-inequality

Quality, accessibility, and transparency

- All major methodological decisions are peer reviewed internally and/or externally
and documented through Global Poverty Monitoring Technical Notes or Policy
Research Working Papers.

:
g ~ I, : Poricy ReEsearcH WarkiNG ParEr 9941
i Global Poverty Monitoring Technical Note 18 * SRR NG LS A
a
]
&
&
Rapid Consumption Method and
Poverty and Inequality Estimation
in South Sudan revisited Assessing the Impact of the 2017 PPPs
on the International Poverty Line and Global Poverty
Shinya Takamatsu, Nobuo Yoshida,
B Rakesh Ramasubbatah, and Freeha Fatima
ES
g
F
]
2
s Ocrober 2021
4
Keywords:  Poverty and inequality measurement; consumption measurement;
Iwo-Part models; predictions; survey methods.
@WURLDEMK GROUP
@- WORLD BANK GROUP
Development Data Group &
¢ G Por Jity Global Practice
Fe (
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Quality, accessibility, and transparency

-+ All estimates can be accessed through the Poverty and Inequality Platform (PIP)
(www.pip.worldbank.org).

* PIP is a comprehensive platform for all the World Bank’s poverty and inequality
data

This is a *BETA release*. We welcome any FEEDBACK you may have. Thanks!

Note: this site will be updated frequently until the official launch in Spring 2022. For the official World Bank poverty statistics, refer to the PovcalNet website.
- The data can also be
DID YOU KNOW?

accessed through API-based

solutions 698

-+ Where data sharing
agreements permit, the people lived below the $1.90 poverty line in 2017
anonymized microdata are
accessibly through PIP’s o
Statistics On-Line (SOL) tool .
(www.pip.worldbank.org/sol) :

1991-2017 [> ° °

it
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http://www.pip.worldbank.org/

Quality, accessibility, and transparenc

» All code necessary to create the poverty estimates are publicly available
(https://github.com/PIP-Technical-Team)

« A description of the entire methodology is available in a technical handbook
(https://worldbank.github.io/PIP-Methodology/)

¥ master ~  pipaux /R / pip_gdp.R

@ randrescastaneda replace maindir = getOption("pipaux.maindir”) for gls5Pl... Latest comm

Ax 2 contributors g‘

34 lines (31 sloc) 936 Bytes

#' PIP GDP

[N
|

"
|

. Default is "update”.

. Default is "update".

W1
AR

if (maddison_;

18 pip_maddison{ = maindir)

= force, maindir = maindir)

C 0 (ﬂ https://worldbank.github.io/PIP-Methodology/|

s %) 2@ » 00 :

&«
@ Handbook D
Non-technical summary

Step 1: Acquiring household surv
Step 2: Constructing welfare aggr

Step 3: Converting welfare aggre

Step 4: Calculating survey estima...

Step 5: Calculating global and reg
1 Acquiring househald survey data
1.1 Selection criteria and source
1.2 How data are obtained
1.3 Representativeness
1.4 Grouped vs. unit record data
1.5 Multiple imputed micro data
2 Constructing welfare aggregates
2.1 Income or consumption
2.2 Questionnaire design
2.3 Imputed rent
2.4 Within-survey spatialtemporal
2.5 Equivalence scale
2.8 Treatment of grouped data

2.7 Comparability database

Poverty and Inequality Platform
Methodology Handbook

Non-technical summary

This site describes how global and regional poverty rates are calculated. This
particular page summarizes the methodology in non-technical terms using five
steps. The summary is followed by five chapters that dig into these steps in
detail

The five steps are illustrated in the figure below and summarized after the
figure. First, household survey data are obtained from relevant sources
Second, the survey data are used to create an estimate of households’ income
or consumption, known as welfare aggregates. Third, the welfare aggregates
are adjusted for differences in price levels across countries and over time to
foster international comparability. Fourth, poverty and inequality are estimated
for a particular country for a particular year. Fifth, the estimates of poverty are
extrapolated or interpolated to a common year and the population-weighted
poverty rate is calculated

28



PIP using Stata: Installation

» |nstall PIP Stata module from github by running the following command in Stata (It will be
available from SSC soon.)

net install github, from("https://haghish.github.io/github/")

github install worldbank/pip

= Note that there might be an issue when installing from Github if connected to the VPN. We
recommend disconnecting from the VPN.

» For details see: https://worldbank.qgithub.io/pip/

= Please report any other issues installing the wrapper here:
https://github.com/worldbank/pip/issues or send an email to pip@worldbank.org

29
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PIP resources

= PIP how to videos: https://pip.worldbank.org/use-pip

= Detailed methodology: https://worldbank.github.io/PIP-Methodology/

= Data updates and related publications:

https://pip.worldbank.org/publication

= FAQSs: https://pip.worldbank.org/fags

= Questions/comments/concerns: pip@worldbank.org

= Citation: World Bank. (2022). Poverty and Inequality Platform (version {version_ID})
[Data set]. World Bank Group. www.pip.worldbank.org. Accessed {date}.
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