Higher Standards
for a Growing World

This chapter presents two new sets of monetary poverty lines intended to complement the
international poverty line (IPL) of US$1.90 a day. First, two higher poverty lines, at US$3.20
and US$5.50 per day, are presented, reflecting typical national poverty thresholds in middle-
income countries. Second, the chapter introduces a global societal poverty line (SPL) reflecting
how monetary definitions of poverty at the national level vary with the overall income in a
society. The SPL counts individuals as poor if they are living either on less than the IPL or on
less than US$1.00 a day plus half the median value of consumption or income of their nation.

The two sets of complementary poverty lines enrich our understanding of global monetary
poverty. They reveal that global poverty rates are higher and being reduced more slowly than
is indicated by assessments using the IPL. Although only 10 percent of the world population
was living on less than US$1.90 per person per day in 2015, a quarter of the world was living
on less than US$3.20 per person per day, and close to half the world was living on less than
US$5.50 per person per day. The societal poverty rate declined by about a third between 1990
and 2015, dropping from approximately 45 percent to 28 percent. The chapter shows that the

elimination of monetary poverty, more broadly defined, is still a distant goal.

Introduction

In 2013, the World Bank set a target of re-
ducing extreme poverty as assessed by the
international poverty line (IPL) to less than
3 percent of the global population by 2030.
A frequent and important question posed
when monitoring progress toward the goal
of ending poverty is whether the IPL, cur-
rently valued at US$1.90 in 2011 purchasing
power parity (PPP) U.S. dollars, is too severe
a threshold for defining whether someone
is poor or not. Or, is US$1.90 per day really
enough to live a life free of extreme poverty?
One element of the answer involves exam-
ining the reason this amount was initially se-
lected. The value of the IPL was derived from
a set of national poverty lines—lines that re-
flected social and economic assessments made

in each country of how much someone needs
to meet basic needs and live a life free of pov-
erty. These national poverty lines came from
some of the poorest countries in the world,
and the US$1.90 value was an average of na-
tional poverty lines from 15 of these very poor
countries (Ferreira et al. 2016). The inference
is that, if US$1.90 defines the cost of basic
needs in some of the poorest countries of the
world, then it can be viewed as an absolute
minimum threshold for defining poverty in all
countries. This approach for setting the IPL is
therefore guided by decisions made in some of
the poorest countries of the world and, in this
way, respectful of national values and choices.

In addition to reflecting national values
and choices, the IPL also has the desirable
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attribute that it is fixed in real terms over time
and across countries. The value of the line
will be regularly adjusted to reflect changing
prices over time so that it maintains a con-
stant value through 2030 in each country of
the world. Fixing the real value of the IPL in
this way ensures that the 3 percent by 2030
target will not be shifted to make it easier or
more difficult to reach.

Additionally, the value of the IPL is con-
verted into local currencies using the 2011
PPP index to lock in corresponding amounts
of each local currency that can purchase
approximately the same amount of basic
goods within each country. Uniformity in
purchasing power across countries is desir-
able because it guarantees that the yardstick
of material well-being used in each country
is comparable with the yardsticks used in
all other countries. The comparable value
of the line makes certain that, if individuals
are identified as poor in one country because
they are not able to acquire a basic bundle of
goods, they would also be identified as poor
in other countries if unable to purchase a
similarly valued bundle of goods.

“Measurable, time-bound goals are crucial
to focusing our work,” explains World Bank
President Jim Yong Kim (2016). The decision
to fix the purchasing power of the IPL over
time (up through 2030), and over all coun-
tries of the world, ensures that the goal line
for this time-bound target is not changed.

All of these attributes of the IPL have been
persuasive in helping the global community
reach agreement around the poverty goal.
The success of the IPL in fostering coordina-
tion in the international community on the
issue of poverty is evident in the incorpora-
tion of the IPL in first the Millennium Devel-
opment Goals (MDGs) and now the Sustain-
able Development Goals (SDGs).'

Although the World Bank will continue to
focus on the 3 percent target as assessed by
the IPL, there are, nonetheless, reasonable
concerns with the current valuation of the
IPL. One source of concern is simply that,
when those national poverty lines were con-
structed for the 15 poor countries, 60 percent
of the global population was living in low-
income countries. The average value of these
national poverty lines was meaningful for the
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vast majority of the poor and a large portion
of the global population. By 2015, however,
only 9 percent of the global population was
living in low-income countries (Fantom and
Serajuddin 2016). Because most of the ex-
treme poor are now living in middle-income
countries, and most of the total population
is in middle- and high-income countries, the
use of average assessments of basic needs in
low-income countries is gradually becoming
less relevant in many countries of the world.

To address this concern in part, the World
Bank has introduced a new set of poverty
lines that are higher in value and more rele-
vant to current economic conditions. Look-
ing beyond the IPL helps us better under-
stand what poverty means in different parts
of the world. This chapter discusses two ways
in which the World Bank will now also report
on poverty, by assessing complementary pov-
erty lines that will help guide efforts to de-
liver on the broader objective of establishing
a world free of poverty.

Higher poverty lines for
everyone: US$3.20 and
US$5.50 a day

Although maintaining the value of the IPL
fixed in real terms is essential to monitoring
progress toward achieving the 2030 poverty
target, recognizing that how countries and the
global community define poverty and basic
needs can change is also imperative. “The ne-
cessities of life are not fixed” argues Townsend
(1979, 915). “They are continuously being
adapted and augmented as changes take place
in society and its products.”

To address the concern that the value of
the IPL could be viewed as too extreme for
much of the world or that the necessities
of life are greater now than previously, the
World Bank also uses poverty lines that are
higher in value. The values of these lines have
been identified in a manner similar to the
IPL, that is, they reflect social and economic
assessments made by governments; however,
the assessments are more recent, and they are
also produced in countries that are, on av-
erage, richer than those upon which the IPL
is based.



These complementary lines reflect typical
poverty assessments in lower-middle-income
countries (LMICs) and upper-middle-income
countries (UMICs) in recent yealrs.2 Specifi-
cally, the lines are the median values of LMIC
and UMIC national poverty lines in about
2011 (Jolliffe and Prydz 2016). The value
of the poverty line based on assessments
of needs in LMICs is US$3.20 per person
per day expressed in 2011 PPP U.S. dollars,
whereas the value of the line based on typi-
cal basic needs in UMICs is US$5.50 (table
3.1). Although these lines may sometimes
be referred to as LMIC and UMIC lines, this
does not mean that, for example, the LMIC
line can be applied only in the case of LMICs.
The two poverty lines simply offer higher val-
ues that reflect assessments of basic needs in
these two groups of countries. (The values
are based on a large database of harmonized
national poverty lines in about 2011; see ap-
pendix A for details.)

As with the IPL, the intention is that the
value of these LMIC and UMIC lines will re-
main fixed in real terms, thereby allowing pov-
erty reduction to be monitored also at higher
global poverty lines.” Because they are com-
plementary lines based on more recent social
assessments of basic needs, the lines will main-
tain greater relevance as poverty reduction is
monitored over the next 15 years. The decision
to use social assessments from middle-income
countries also reflects the overall growth in
the global economy. Using LMIC and UMIC
median national poverty lines as the basis for
the complementary lines means that these
new lines better reflect the situations in coun-
tries that are home to most of the global pop-
ulation and most of the global poor.

Chapter 1 in this report shows the tre-
mendous progress the world has made in re-
ducing extreme poverty as measured by the
IPL. As one remarkable example, target 1.A
of MDG 1, to cut the poverty rate of 1990 in
half by 2015, was reached approximately six
years ahead of schedule. This is true whether
we examine the global poverty rate or the
global poverty rate less several high-income
countries. This extraordinary success allows
us to broaden our focus to ensure that those
people who may not be poor as measured by
the IPL, but who struggle nonetheless to sat-

TABLE 3.1 National Poverty Lines, circa 2011

Economy, income classification Median Mean
Low income 1.90 2.20
Lower-middle income 3.20 3.90
Upper-middle income 5.50 5.60
High income 21.70 21.20

Source: Jolliffe and Prydz 2016.

Note: Values are rounded to nearest 0.10. Economies are classified on the basis of official World Bank
income classifications, which rely on measures of per capita gross national income. Estimates are based
on national poverty lines in 126 economies. The selected poverty line for each economy is the one that is

closest in time to 2011.

isfy their basic needs, also benefit from eco-
nomic development.

Table 3.2 shows the change since 1990 in
the proportion of people living on less than
US$3.20 or less than US$5.50 a day. The find-
ings illustrated in the table suggest that the
success in reducing extreme poverty has not
been completely matched by reductions in the
relative size of the population living on less
than these higher-valued lines. Like the MDG
of halving extreme poverty as measured by the
IPL, the proportion of people living on less
than US$3.20 a day was also halved between
1990 and 2015. However, in contrast to the
MDG, which was met about six years ahead
of schedule, the proportion of people living
on less than US$3.20 was only halved by 2014,
five years after the MDG target was reached.
Measured according to the US$5.50 line, the
success in improving the well-being of people
living in poverty must be additionally tem-
pered. In 1990, approximately two-thirds of
the population of the world was living on less
than US$5.50 a day. By 2015, this proportion
had fallen, but it had not been halved. Slightly
less than half (46 percent) of the world was
still living on less than US$5.50 a day in 2015.

Figure 3.1, panel a, illustrates why the rate
at which extreme poverty is being reduced is
not matched by reductions in the share of the
world population living on less than US$3.20
or US$5.50. In 1990, there was a concentra-
tion of people who were consuming just less
than the US$1.90 threshold, as revealed by the
distribution peaking to the left of this value.*
Although one-third of the world’s population
consumed less than US$1.90, most of those
people consumed at rates between US$1.00
and US$1.90. Economic development shifted
the distribution to the right, moving the
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TABLE 3.2 Poverty at Higher Poverty Lines, US$3.20 and US$5.50

a. Poverty rate by region at US$3.20 (%)

Region(s) 1990 1999 2008 2013 2015 Percentage change
East Asia and Pacific 85.3 67.1 374 175 12.5 -72.8
Europe and Central Asia 9.9° 211 7.5 5.7 5.4 -46
Latin America and the Caribbean 28.3 27 15.7 11.4 10.8 -17.5
Middle East and North Africa 26.8 217 16.7 14.4 16.3 -105
South Asia 81.7 76° 67.9 53.9 48.6° -33.1
Sub-Saharan Africa 74.9 78.3 72.2 67.8 66.3 -8.6
Sum of regions 66.4 60.1 45 337 30.7 -35.7
Rest of the world 0.8 0.8 0.7 0.8 0.9 0.1
Waorld 55.1 50.6 38.2 28.8 26.3 -28.9

b. Poverty rate by region at US$5.50 (%)

Region(s) 1990 1999 2008 2013 2015 Percentage change
East Asia and Pacific 95.2 87 63.6 424 349 -60.3
Europe and Central Asia 25.3° 445 17.1 14.1 14 -11.3
Latin America and the Caribbean 48.6 47 333 27.2 26.4 -22.2
Middle East and North Africa 58.8 54.5 46.6 423 425 -16.3
South Asia 95.3 93.1° 89.8 84.2 81.4° -14
Sub-Saharan Africa 88.5 90.5 88.1 85.4 84.5 -4.1
Sum of regions 80.5 79.3 66.5 57 53.7 -26.7
Rest of the world 17 1.3 12 15 15 -0.2
World 67 66.8 56.5 48.7 46 -21

Source: PovcalNet (online analysis tool), World Bank, Washington, DC, http://iresearch.worldbank.org/PovcalNet/.
Note: The criteria for estimating survey population coverage is whether at least one survey used in the reference year estimate

was conducted within two years of the reference year.

a. This estimate is based on less than 40 percent of regional population coverage.

hump over the US$1.90 threshold, leading to a
rapid reduction in the number of people con-
suming less than US$1.90. In contrast, panel
a shows that a significantly smaller share of
people was living on more than US$1.90 but
less than US$3.20. So the economic growth
that led to a rapid reduction in extreme pov-
erty could not carry as many people above
the US$3.20 threshold. This narrative is sim-
ilar in the case of the US$5.50 line: economic
growth carried significantly fewer people past
the US$5.50 threshold.

The global distribution of consumption
for 2015 offers useful insights into what one
may expect in the near future (as illustrated
by the histogram in figure 3.1, panel b). In
2015, the peak in the consumption distribu-
tion had shifted to the right and is now be-
tween US$3.20 and US$5.50. Only about 10
percent of the global population is still living
on less than US$1.90 a day. An implication of
this is that growth in the near future will shift
the distribution further to the right, leading
to a rapid reduction in the share of people
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living on less than US$5.50 a day. However,
with significantly fewer people now living
below the $1.90 threshold, future growth will
not lift as many people past this threshold
as previously experienced. Thus, the reduc-
tion in extreme poverty will be tempered, al-
though the potential for progress in reducing
the share of the world’s population living on
less than US$5.50 a day will be significant.
This reinforces the conclusion in chapter 1
that the slowdown in the rate of decline of
extreme poverty will likely continue.

In addition to providing insight on the po-
tential for global poverty reduction in the near-
term future, these higher lines also present clear
regional differences in the profile of the people
living in extreme poverty or nearly so. The
countries in Fast Asia and the Pacific not only
had the largest reductions in extreme poverty,
but they also experienced the largest reductions
in the proportion of people living on less than
US$3.20 and US$5.50 (figure 3.1, panels ¢ and
d). Between 1990 and 2015, the proportion of
people living on less than each of these three



FIGURE 3.1 Consumption and Income Distributions, 1990 and 2015
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histogram that approximates the shape of the estimated density function of the log of income/consumption.

a. This estimate is based on less than 40 percent of regional population coverage.
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thresholds declined by nearly 60 percentage
points. This can be seen in panels ¢ and d in
the large rightward shift of the distribution
between 1990 and 2015. This massive progress
over every threshold was experienced only in
East Asia and the Pacific. In the other regions,
progress in reducing poverty at the various
thresholds has been much more modest.

Figure 3.1, panel e, reveals that in South Asia
the peak of the consumption distribution was
slightly below US$1.90 in 1990. By 2015, most
people now lived on more than US$1.90 but
less than US$3.20 (figure 3.1, panel f). There
was a large decline—35 percentage points—in
the share of people living on less than US$1.90.
There was also a decline (60 percent) in the
number of people living below US$1.90 (table
1A.1). The story for South Asia changes, how-
ever, when we examine the US$3.20 poverty
threshold. The percentage of the total pop-
ulation living below this threshold declined
substantially over this time, but because of
a growing population, the number of people
living on less than US$3.20 declined by only 8
percent over this 25-year period. In contrast to
East Asia where the peak of the distribution es-
sentially shifted past the US$5.50 threshold, in
South Asia the peak of the distribution of con-
sumption essentially shifted from just below
US$1.90 to just below US$3.20.

In the case of Sub-Saharan Africa (fig-
ure 3.1, panels g and h), the distribution has
shifted rightward only very slightly. Although
chapter 1 reported that extreme poverty
declined by 13 percentage points in Sub-
Saharan Africa between 1990 and 2015, panel
d reveals that the peak of the consumption
distribution was essentially around US$1.90
in both 1990 and 2015. The decline in the
prevalence of extreme poverty coincided with
nearly a 50 percent increase in the number of
people living in extreme poverty during this
time period. Overall, the population of Sub-
Saharan Africa nearly doubled in this time
period, with one of the largest increases in
population being for those living on less than
US$3.20 and more than US$1.90. Economic
growth slightly outpaced population growth
resulting in a distribution of consumption
that shifted only slightly to the right but grew
significantly larger, reflecting the near dou-
bling of the population.
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Higher lines tailored to
country circumstances:
Societal poverty

The second set of complementary poverty
lines the World Bank is now reporting are tai-
lored to the specific levels of economic devel-
opment of each country and are designed to
measure societal poverty. The introduction
of this measure is in direct response to rec-
ommendations of the Commission on Global
Poverty, led by Professor Sir A. B. Atkinson,
to “introduce a societal head count measure
of global consumption poverty that takes
account, above an appropriate level, of the
standard of living in the country in question,
thus combining fixed and relative elements of
poverty” (World Bank 2017, xxi).

A key attribute of the IPL is that it is con-
verted into local currencies using the 2011
PPP U.S. dollars to ensure that the value of
the line reflects approximately the same pur-
chasing power in all countries (see earlier
discussion). If an individual who is able to
buy US$2.00 worth of goods in one country
each day is not considered poor, then an in-
dividual who is able to consume at that same
level in another country will also not be poor.
Everyone is assessed by the same standard re-
gardless of where they live. This guiding prin-
ciple of the monitoring of extreme poverty
ensures that the material well-being of people
can be assessed and compared meaningfully
across the world.

Although ensuring equality in the yard-
stick of poverty is desirable, there are some
trade-offs in making this choice. One trade-
off in particular helped guide the World Bank
toward the development of a new comple-
mentary poverty line, the societal poverty
line (SPL). Fixing the value of the line in
constant PPP terms across all countries en-
sures that the bundle of goods that can be
purchased is the same. As economies grow,
however, this bundle is becoming a less use-
ful indicator of basic needs in many places.
For example, in 2015, the extreme poverty
rate was less than 3 percent in more than half
the 164 countries in which the World Bank
monitors extreme poverty; and the majority
of the world no longer lives in low-income
economies. For many countries, the social



relevance of the IPL has lessened over time
as their economies have grown. This is largely
due to the observance that needs change as
the world becomes richer (Townsend 1979).
A very closely related point is that, as
countries grow richer, uniformity in the con-
sumption bundle may not result in the same
level of well-being everywhere. Carrying out
basic functions of life might require more
goods in some countries than in others, and
fixing the consumption bundle could result
in unequal assessment of people across the
world in terms of their ability to function
in society in a socially acceptable manner.
Another way to express this is that ensuring
equality across countries in terms of carrying
out the same basic functions of life in each
society may result in a poverty line that takes
different monetary values (Sen 1983). For ex-
ample, participating in the labor market may
be viewed as a minimal social functioning;
the cost of this functioning, however, may
require only clothing and food in a poor soci-
ety, whereas in a richer society it may require
Internet access, a vehicle, and a cell phone, in
addition to clothing and food. Another ex-
ample that more directly builds on a relative

notion of the poverty line revolves around
the fact that participation in society with
dignity may require more goods in a richer
country than in a poorer country. Social par-
ticipation might thus be more closely related
to the concept of meeting basic needs in the
poorest of countries, but in richer countries
the ability to participate in society might be
costlier.

This conceptual point, that the very defini-
tion of basic needs in terms of goods and ser-
vices may vary across countries, appears to be
empirically supported. Figure 3.2 shows that
there is significant variation across countries
in how basic needs are defined, as expressed
in national poverty lines. The analysis in the
figure is based on 699 estimated national
poverty lines—all of which are expressed in
comparable purchasing power terms. It re-
veals a strong positive correlation between the
median level of consumption in each country
and the assessment of basic needs. Analysis
on a different set of national poverty lines has
similarly shown that the values of absolute
national poverty lines range across countries
from US$0.63 a day to more than US$9.00 a
day (in 2005 PPP U.S. dollars) and that higher

FIGURE 3.2 National Poverty Lines and Economic Development
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poverty lines correspond to relatively more
well-off economies (Ravallion 2010).

This finding is not merely a cross-
sectional association. If the definition of pov-
erty changes as countries grow richer on aver-
age, national poverty lines should be changing
in real terms over time. This is indeed what
is observed. A few specific examples follow. In
2011, the government of India raised the real
value of the urban poverty line by more that
40 percent, increasing it from Rs 33 to Rs 47
per person per day. The change in rural pov-
erty lines was significantly less, about 19 per-
cent, increasing from Rs 27 to Rs 32. At about
this time, China increased the real value of the
rural poverty line by more than 75 percent
(Addison and Nifio-Zarazta 2012). Many
governments have increased the real value
of national poverty lines in recognition that
their economies have grown so significantly
that the concept of basic needs has changed
fundamentally. After 15 years of keeping the
real value of the national poverty line con-
stant, the government of Nepal raised the real
value of its poverty line in 2011 (CBS 2012).
Similarly, the government of Jordan increased
the real value of the poverty line by about 10
percent in 2011 (Jolliffe and Serajuddin 2018;
World Bank 2009).” Absolute national pov-
erty lines are behaving as if they were relative
poverty lines in that they are becoming higher
for richer countries. “It can be agreed that a
sustained increase in average living standards
is likely to lead eventually to more generous
perceptions of what ‘poverty’ means in a given
society,” notes Ravallion (1998, 29).

Characteristics of the societal
poverty line

To reflect this viewpoint, the World Bank
will now initiate reporting on societal pov-
erty, which is based on a poverty line that
is adjusted for the median level of well-
being in each country.® First, according to
the definition of societal poverty used by the
World Bank, individuals living in extreme
poverty as measured by the IPL are also suf-
fering from societal poverty. Second, the new
measure considers that individuals are suffer-
ing from societal poverty if they are living on
less than US$1.00 a day plus half of the value
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of median consumption (or income) per day
in that country. If US$1.00 plus half the me-
dian consumption is less than the IPL, then
the SPL is equal to the IPL. In many countries,
this value is greater than US$1.90, and this
greater value then becomes the SPL. More for-
mally, the SPL adopted by the World Bank is
calculated in 2011 PPP U.S. dollars as follows:

SPL = max (US$1.90, US$1.00
+0.5 X median consumption).” (3.1)

For example, in a country in which the
median consumption per person is US$1.60
per day, the IPL is greater than US$1.00
plus half of US$1.60, so the value of the SPL
is US$1.90.° Alternatively, in a country in
which the median consumption is US$3.00
per day, the SPL is US$2.50 (US$1.00 +
0.5 X US$3.00). In defining societal poverty
in this way, Jolliffe and Prydz (2017), build
on the important contributions of Atkinson
and Bourguignon (2001), Chen and Raval-
lion (2013), Foster (1998), and Ravallion and
Chen (2011).

By this definition, societal poverty rep-
resents a combination of extreme poverty,
which is fixed in value for everyone, and a
relative dimension of well-being that differs
in every country depending on the median
level of consumption in that country. Figure
3.3 illustrates how the SPL changes as the
median consumption in a country increases.
In countries with low median consumption
(less than US$1.80 per person per day), a rise
in median consumption does not change the
SPL. Indeed, the SPL has the same value as
the IPL in all countries with median con-
sumption at less than US$1.80. However, as
countries with median consumption at more
than US$1.80 become richer, and the median
consumption increases, the value of the SPL
also rises. The climbing cost of social partic-
ipation as the economy grows is reflected in
the positive slope of the line.

The slope of one-half, the rate at which
the SPL is rising as countries become richer,
comes from the empirical association ob-
served between national poverty lines and
different measures of overall consumption
in society. It indicates that, on average, the
national poverty lines are increasing at a
rate equal to half the median consumption



FIGURE 3.3 Societal Poverty Line
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US$1.00. The kink point in the figure is at a median national con-
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in the countries. The slope of one-half and
the intercept of US$1.00 are the values that
most closely fit the data provided by the na-
tional poverty lines and overall consumption
in each country. This observed relationship
between national poverty lines and national
well-being determines the formula for mea-
suring societal poverty.” In an important
sense, the SPL and the IPL share the same
empirical underpinning. Both are anchored
in the distribution of national poverty lines,
which represent countries’ own judgements
of what poverty means for them. Whereas the
IPL focuses narrowly—and deliberately—on
the choices of some of the poorest countries,
the SPL is built on information from across
the whole range of levels of development.

In addition to fitting the data well, the
slope coefficient of half the median is widely
used by many countries and organizations as
a measure of relative poverty and inclusion.
In the academic literature on poverty, this
slope has been a subject of discussion for a
long time, and, in policy, the Organisation
for Economic Co-operation and Develop-
ment uses 50 percent of median household
income as the headline poverty indicator

for country poverty rates.'’ Similarly, Eu-
ropean countries typically set national pov-
erty thresholds at 50 percent or 60 percent
of median disposable household income
(Vecchi 2015). The gradient of 50 percent
coincides with SDG indicator 10.2.1 on in-
equality, namely, the proportion of peo-
ple living below 50 percent of the median
income, by sex, age, and disability status.!!

Similarly, the intercept of US$1.00 per
person per day in 2011 PPP U.S. dollars cor-
responds in value with some relevant empir-
ical findings. Ravallion (2016) estimates an
empirical lower bound on consumption in
part to address the issue of how to monitor
the concept of leaving no one behind. His
analysis indicates that the value of this con-
sumption floor is US$0.67 in 2005 PPP U.S.
dollars, which is US$1.00 after conversion to
2011 PPP."* There are also analyses that aim
to estimate minimum biological needs—a
concept that differs significantly from socially
acceptable ways of meeting basic needs. The
value of these minimum needs tends to be
about US$1.00 (Lindgren 2015).12

The SPL is estimated by first extracting the
median level of daily per capita consumption
(or income) for each national distribution
from PovcalNet, then following the formula
in equation (3.1) to derive a set of country-
specific values of the SPL."* If this value is
greater than US$1.90, the SPL is passed to
PovcalNet, which reports the poverty rate as-
sociated with this line. This rate is the societal
poverty rate. (If the SPL < US$1.90, then so-
cietal poverty is simply the same as extreme
poverty estimated in chapter 1.)

By design, the SPL rises with growth. The
population-weighted average SPL across all
countries increased from US$5.30 in 1990 to
about US$6.90 in 2015, reflecting the steady,
global growth in real median consumption
during that time. The SPL growth rate has
been much stronger in higher-income coun-
tries. Among today’s UMICs, the mean SPL
nearly doubled over the same time period, ris-
ing from US$3.00 in 1990 to US$5.80 in 2015.
In contrast, the average SPL only slightly in-
creased in value in low-income countries over
this period—in large part because of changes
in country composition of these income
categories.
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TABLE 3.3 Average Societal Poverty Lines, by Region and Income Classification, 1990-2015

Percentage change

a. Region(s) 1990 1999 2008 2013 2015 1990-2015
East Asia and the Pacific 2.0 2.2 3.2 43 48 2.8
Europe and Central Asia 5.9° 44 7.1 7.8 7.6 1.8
Latin America and the Caribbean 39 41 5.2 6.1 6.1 2.2
Middle East and North Africa 3.6 3.8 45 47 46 1.0
South Asia 2.0 2.1° 22 25 2.6° 0.6
Sub-Saharan Africa 2.1 2.1 22 23 2.3 02
Sum of regions 2.7 2.7 34 40 4.1 14
Rest of the world 17.8 19.8 221 22.0 22.8 5.0
World 5.3 5.4 6.2 6.7 6.9 1.6
Percentage change
b. Income group 1990 1999 2008 2013 2015 1990-2015
Low income 2.1 2.1 2.1 2.2 2.2 0.1
Lower-middle income 22 22 25 28 29 0.7
Upper-middle income 3.0 3.0 44 5.4 5.8 28
High income 16.4 18.2 204 20.5 212 48

Source: PovcalNet (online analysis tool), World Bank, Washington, DC, http://iresearch.worldbank.org/PovcalNet/.

Note: The table presents (population-weighted) average of the value of country societal poverty lines, evaluated at US$1.00 + 50 per-
cent X median consumption (or income) with a lower bound of US$1.90. Current (2018) World Bank income classifications have been used.
The criteria for estimating survey population coverage is whether at least one survey used in the reference year estimate was conducted

within two years of the reference year.

a. This estimate is based on less than 40 percent of regional population coverage.

Table 3.3 reveals significant differences in
the pattern of the regional growth of the SPL.
For example, the mean SPL in South Asia, East
Asia and Pacific, and Sub-Saharan Africa in
1990 was just slightly higher than the IPL of
US$1.90. Because of strong economic growth
in East Asia and the Pacific, the mean line more
than doubled, to US$4.80 per day in 2015. In
contrast, in Sub-Saharan Africa, which has ex-
perienced much weaker overall growth, there
has been little change in the value of the SPL,
increasing only by $0.20 since 1990.

Profile of societal poverty

Global counts of extreme poverty are based
on data from PovcalNet (described in appen-
dix A), and so too are the estimates of societal
poverty presented in this chapter."”” Using the
country-specific SPL and following the same
aggregation and lining-up methods as in the
case of the extreme poverty estimates reported
in chapter 1, the estimated societal poverty
headcount was approximately 2.1 billion peo-
ple in 2015." This is almost three times more
than the global count of people living on less
than US$1.90 a day, which was estimated at
approximately 736 million in 2015. Figure 3.4
displays the change in both the count and the
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rate of societal poverty, as measured by the
SPL. It also displays the count and rate of abso-
lute extreme poverty as measured by the IPL of
US$1.90 a day. The first striking aspect of the
figure is that, although the total count of peo-
ple living in extreme poverty has declined rap-
idly, the number of people who are identified
as societally poor has largely stayed the same
over the 25 years, between 1990 and 2015.

In contrast, the share of the global popu-
lation that is societally poor has fallen steadily
since 1990, but at a much slower pace than the
decline in extreme poverty (figure 3.4, panel
a). This divergence in the rate of decline am-
plifies the distinction between the two mea-
sures. Table 3.4 shows that, in 1990, the societal
poverty rate, at 44.5 percent, was estimated
at about 9 percentage points higher than the
extreme poverty rate (35.9 percent, as seen in
figure 3.4, panel a). By 2015, the gap between
societal and extreme poverty, in terms of the
percentage point difference (18.4), had more
than doubled. In a growing global economy,
this divergence is an expected outcome, and
the magnitude of the change in the difference
in the rates over the decades highlights the
distinction in the informational content in
these measures. In the 1980s and early 1990s,
the societal poverty rate and the extreme pov-



FIGURE 3.4 Societal Poverty, Global Estimates, 1990-2015
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erty rate were largely similar concepts because
most of the world population was living in
countries with low median national consump-
tion, whereby the IPL and the SPL were either
identical or close in value. They largely por-
trayed the same picture of poverty. But now, as
countries have grown richer, and median con-
sumption is above US$1.80 in many countries
of the world, the SPL is capturing significantly
more information about the distributional as-
pects of growth.

Similar to the case of regional profiles of
absolute poverty, Sub-Saharan Africa stands
out because of the substantially higher rates of
societal poverty. Although the societal poverty
rate has declined 9 percentage points over the
last 25 years in Sub-Saharan Africa, the overall
rate is still almost half the population, 49 per-
cent, in 2015. In contrast, societal poverty had
dropped 38 percentage points in the East Asia
and Pacific region, reducing by more than half
the rate of 63.4 percent in 1990, to 25.1 per-

TABLE 3.4 Societal Poverty Headcount Rates, 1990-2015

Percentage change

a. Region(s) 1990 1999 2008 2013 2015 1990-2015
East Asia and the Pacific 63.4 46.6 34.7 272 25.1 -38.3
Europe and Central Asia 22 27.0 19.4 17.7 17.3 -49
Latin America and the Caribbean 339 34.0 294 215 26.9 -7.0
Middle East and North Africa 28.6 26.6 23.7 215 229 -5.7
South Asia 51.0 46.9° 42.0 35.4 32.9° -18.0
Sub-Saharan Africa 57.9 61.2 53.3 499 49.0 -9.0
Sum of regions 50.6 443 37.0 319 30.6 -20.0
Rest of the world 15.5 15.2 15.4 16.0 16.0 0.5
World 445 39.7 33.7 29.6 284 -16.1

Percentage change
b. Income group 1990 1999 2008 2013 2015 1990-2015
Low income 63.6 65.0 55.6 51.4 51.2 -12.3
Lower-middle income 50.5 46.7 40.3 34.9 329 -176
Upper-middle income 50.8 39.7 304 24.7 235 -21.3
High income 15.8 15.8 15.9 16.4 16.3 0.5

Source: PovcalNet (online analysis tool), World Bank, Washington, DC, http://iresearch.worldbank.org/PovcalNet/.

Note: World Bank income classifications are current as of 2018. Change is measured in percentage points (pp). “Sum of regions” was
previously referred to as “developing world” for which PovcalNet monitors poverty.

a. The criteria for estimating survey population coverage is whether at least one survey used in the reference year estimate was

conducted within two years of the reference year.
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cent in 2015. All developing regions have seen
an overall decline in societal poverty rates
since 1990, especially during the 2000s. In
contrast societal poverty has been stubbornly
static, at about 16.0 percent in aggregate, in
the mainly high-income countries in the “rest
of the world” category, though remaining
lower than in all the developing regions.

A similar pattern emerges in the lower
half of table 3.4, which presents societal pov-
erty rates by country income classifications.
Countries are shown in their income classifi-
cation as of 2018. So a country identified as a
UMIC in 2018 was not necessarily a UMIC in
1990. It might have grown economically into
that classification, and this happened often.
Partly for this reason, the largest declines in
societal poverty occurred among UMICs.
The countries classified as UMICs in 2018
had realized some of the highest economic
growth rates over the preceding 25 years.

The analysis of societal poverty by in-
come classification confounds two issues.
Economic growth is an important engine of
poverty reduction, but growth alone is a less
effective vehicle for reducing societal poverty
if a country is already in the higher-income
category. This is because societal poverty is
a hybrid concept that mixes elements of ab-
solute and relative poverty (Foster 1998). An
implication of this hybrid concept (more
specifically, the lower bound at the IPL and
the positive intercept at one) is that the value

FIGURE 3.5 Change in the Societal Poverty Line from Growth
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of the SPL increases in percentage terms at
a rate that is slower than the percentage in-
crease in economic growth. This means that,
if median consumption doubles, the SPL in-
creases, but by an amount less than double.

Because the percent increase in the SPL
will always be less than the percent increase
in median consumption, distribution-
neutral growth will reduce societal poverty.
By construction, the percentage increase in
the SPL in response to a percentage increase
in median consumption differs among rich
countries relative to poor countries. For the
poorest countries, among which median con-
sumption is less than US$1.80 a day, growth
in median consumption does not change
the value of the SPL. If a country’s median
consumption grows sufficiently and crosses
the US$1.80 kink point, then the SPL will
increase slightly (see figure 3.1). Figure 3.5
shows that for a typical country that has
reached high-income status, that is, median
consumption around US$40 a day, the SPL
rises at a percentage rate that is nearly equal
to the percentage increase in median con-
sumption. For the richest of countries, dou-
bling median consumption nearly doubles
the value of the SPL. In contrast, increasing
the median consumption for countries whose
median consumption is less than US$1.80
has no effect on the SPL if the SPL has less
value than the IPL.

An alternative way to interpret this is that,
among low-income countries, improvements
in societal poverty are highly correlated with
improvements in extreme poverty; in fact,
they are identical in the poorest countries.
Among high-income countries, the shared
prosperity premium is highly correlated
with reductions in societal poverty. Positive
shared prosperity, combined with a shared
prosperity premium, indicates that a country
is growing and that the poorest in the coun-
try are benefitting more from this growth.
In high-income countries, this is precisely
what is needed to reduce societal poverty.
In this way, societal poverty combines infor-
mation about reductions in extreme poverty
(discussed in chapter 1) and the notions of
shared prosperity and the shared prosperity
premium (discussed in chapter 2).

Figure 3.6 illustrates this by displaying
the case of two UMICs, Costa Rica and Ec-



FIGURE 3.6 Societal Poverty and Shared
Prosperity in Costa Rica and Ecuador
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uador. Between 2011 and 2016, both coun-
tries exhibited comparable overall economic
growth. The average annual growth in survey
consumption was 1.95 percent in Costa Rica
and 1.92 percent in Ecuador. However, the
level of shared prosperity during this period
was greater in Ecuador than in Costa Rica.
In Costa Rica, growth among the bottom
40 percent of the income distribution (the
bottom 40) was essentially the same as the
growth in mean consumption. In contrast,
the bottom 40 grew a full percentage point
more than the mean in Ecuador, resulting in
a shared prosperity premium. Although the
level of growth was the same, the decline in
societal poverty was greater in Ecuador over
the period because of the difference in shared
prosperity. An examination across all UMICs
and high-income countries for which data
are available on shared prosperity reveals a
strong correlation (equal to 0.6) between
the shared prosperity premium and the re-
duction in societal poverty. Improvement in
societal poverty in UMICs and high-income
countries requires economic growth in which
the poor disproportionately share. An exam-
ination of LMICs and low-income countries
likewise indicates a correlation between the

shared prosperity premium and the reduc-
tion in societal poverty, but at a lower level
(about 0.4). Improvement in societal pov-
erty in low-income countries is driven much
more by reductions in extreme poverty.
Because societal poverty is a hybrid of abso-
lute and relative poverty concepts, it provides
a natural bridge between the dual goals of re-
ducing extreme poverty and increasing shared
prosperity. Among the poorest countries, the
value of the SPL is primarily determined by
the IPL, and policies that promote reductions
in extreme poverty will be the same as policies
that reduce societal poverty. As countries be-
come wealthier, the SPL is increasingly deter-
mined by the relative component of the pov-
erty line, which means that policies that focus
on raising the shared prosperity premium—
the difference between the growth rate of the
bottom 40 and the average growth rate in a
country—will be more effective in reducing
societal poverty than policies that simply pro-
mote growth in overall national income.

Why not simply use national
poverty lines?

The social and economic assessments made
by governments in setting national poverty
lines underpin essentially all global poverty
lines, including the IPL, the higher lines of
US$3.20 and US$5.50 (based on the me-
dian national poverty lines in LMICs and
UMICs), and now the SPL."” Despite the im-
portance of using assessments of basic needs
undertaken by countries, this report reflects
a purposeful decision not to allow these as-
sessments alone to completely determine the
value of the SPL. An assumption underlying
the SPL is that the cost of social participation
rises with the level of economic development
(as evidenced by the positive income gradient
of national poverty lines), but does not vary
across countries at the same income.'®

This differs greatly from a proposal that
each and every national poverty line should
be used as a global SPL (Gentilini and
Sumner 2012). Such a definition of societal
poverty would certainly show respect for the
judgment of the government of each coun-
try, but it would suffer from the problem that
countries with the same level of median con-
sumption could have different assessments
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of basic needs. The premise of global soci-
etal poverty is that it captures the idea that
participation in society becomes costlier as
countries become richer and that it is also
meant to serve as a tool for global poverty
monitoring. This latter element, that the SPL
is a global poverty line, means that it should
allow comparisons across countries or over
time. The use of national poverty lines as the
SPL is problematic on both these counts.

National poverty lines do not rise strictly
in parallel with economic development, nor
are they fixed in value as is the IPL. Figure
3.2 shows that there are many cases in which
a country may exhibit higher median con-
sumption than some other country but have
a lower national poverty line. There are also
many cases in which countries at the same
level of economic development rely on vastly
different assessments of basic needs. If one
were to construct a global SPL based on the
sum of national poverty lines, then two peo-
ple who consume at the same level and living
in countries at the same level of economic
development might be treated differently in
the global aggregation of societal poverty. An
awkward implication of the use of national
poverty lines directly, without any averaging,
is that the global aggregation based on this
rule would embody a counterintuitive social
judgement that someone who is poor in one
country may not be identified as poor if his or
her well-being were assessed in a richer coun-
try with a lower national poverty line.

Figure 3.2, panel b, also includes predicted
lines at the 90th and 10th percentiles from the
bivariate (quantile) regression of the poverty
line on median consumption. These predicted
lines have similar slopes, and the ratio of these
lines in levels is approximately 2 over the en-
tire range. This suggests that, at any given level
of national well-being, the range in values of
national poverty lines is large. The most gen-
erous line is consistently about twice as large
as the least generous line. This result is prob-
lematic for the proposal to construct a global
count of the poor that treats the poverty line
of each country as the relevant threshold. Al-
lowing for such significant differences in the
definition of basic needs across countries that
are essentially at the same level of well-being
is inconsistent with the idea that needs may
rise as economic development expands.

POVERTY AND SHARED PROSPERITY 2018

In addition, the use of national poverty
lines to count societal poverty is also prob-
lematic over time. As societies prosper, the
real value of the threshold used to determine
who is considered poor tends to increase. In
poorer countries, this is typically a stepwise
process. A poverty line is held static in real
terms for several years or even several decades,
and then it is revised and held static again for
a long time. The length of time between the
revisions depends on the country and the rate
of growth experienced. The World Bank’s SPL
aims to capture how national poverty lines
evolve as countries grow and thus provide a
consistently defined measure of poverty that
mirrors how societies typically measure pov-
erty. The global SPL is derived from a global
relationship between overall economic devel-
opment and observed national poverty lines
across societies, and this averaging over all
countries helps improve comparability. An
example from Vietnam follows.

In 1993, the General Statistics Office of
Vietnam set a national poverty line that
would reflect basic needs at the time. The line
was equivalent to approximately US$2.05 a
day at 2011 PPP U.S. dollars, which was kept
roughly constant in real purchasing power
until 2010." Between 1992 and 2008, living
standards improved twofold, and poverty
measured at the 1993 line fell from 58.0 per-
cent to 14.5 percent. When a new survey was
conducted in 2010, a fresh welfare measure
and poverty methodology were developed to
capture living standards and poverty more
effectively and reflect current basic needs.
The new poverty line was set at a value equiv-
alent to approximately US$3.50 a day at 2011
PPP, with a corresponding estimated poverty
rate of 21 percent.

Figure 3.7 shows how the value of the na-
tional poverty line, SPLs, and correspond-
ing headcount ratio have evolved in Viet-
nam. The SPL in 1993 was US$1.92 a day,
only slightly below the national threshold of
US$2.05. When the economy grew rapidly
in the early 2000s, the value of the SPL rose.
In 2010, when the new poverty line was set,
the SPL was US$3.80, a little above the na-
tional poverty line; for the latest survey, it was
US$4.90. Whereas the national poverty line
is fixed in intervals, and goes up in discrete
steps, the SPL has risen more smoothly, fol-



FIGURE 3.7 Comparing National and Societal Poverty Lines and Rates, Vietnam, 1993-2015
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lowing the average trend of the national pov-
erty line. In 2009, prior to the large increase
in the national poverty line, the SPL defini-
tion of basic needs was much closer to the yet
to be determined national poverty line defi-
nition of basic needs in 2010 than to the defi-
nition in 1993. Because the SPL was smoothly
updated as the country prospered, the 2009
SPL was likely a better reflection of the social
assessment of basic needs at that point than
the existing definition based on the 1993 na-
tional poverty line value.

Conclusion

This chapter discusses two new sets of pov-
erty lines that the World Bank will use to re-
port on global poverty, and that are intended
to complement the monitoring of poverty as
measured with respect to the IPL. One set has
complementary poverty lines that are fixed
at values greater than the IPL. These lines
reflect typical assessments of basic needs,
as measured in national poverty lines, for a
set of LMICs and UMICs and are valued at
US$3.20 and US$5.50 (2011 PPP). The basic
descriptive statistics of the fixed poverty lines
are quite striking. As chapter 1 describes, 10
percent of the population is living on less
than US$1.90. This chapter highlights that
one-fourth of the world is living on less than

US$3.20 per person per day, and slightly less
than half of the world’s population is living on
less than US$5.50. The introduction of these
lines is motivated primarily by noting that
the world has grown richer, and now most
of the extreme poor no longer live in low-
income countries but rather are in middle-
income countries. The relevance of an IPL
based on national poverty lines from low-
income countries has gradually diminished
with time. The motivation for these new
higher lines could just as easily be made by
recognizing that it is difficult to precisely
identify thresholds and legitimate to have
differing views on what defines basic needs
(Atkinson 1987). The higher lines can help
address this concern.

There are a couple of key takeaways from
these higher poverty lines. First, the rate of
the reduction in extreme poverty in recent
decades has not been matched by a similarly
paced reduction in the share of people living
on less than US$3.20 or US$5.50. More than
80 percent of the population of South Asia
and Sub-Saharan Africa still live on less than
US$5.50 a day. Second, a large share of the
world’s population is living on slightly less
than US$5.50. A reasonable expectation is
that, if it continues, global economic growth
will produce a rapid reduction in the count
of people below this threshold.
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The other new poverty line that the World
Bank is now reporting is the SPL, which is a
mixture of the fixed-in-value IPL and a line
that rises in value with median consumption
in a country. According to this line, individ-
uals are considered poor if they are living
either on less than the IPL or on a dollar a
day, plus 50 percent of median consumption
in their country of residence. The decision
to anchor the SPL in a median measure of
well-being fits the data well (as assessed by
regressions of national poverty lines on con-
sumption) and corresponds to existing defi-
nitions of relative poverty in many countries.
The proposed SPL is also relevant to SDG
target 10.2 aimed at the social, economic, and
political inclusion of all. The indicator asso-
ciated with this target is the share of people
living on less than 50 percent of the median
income. Although the focus of this SDG is on
reducing inequality and improving inclusion,
it overlaps with the idea of monitoring soci-
etal poverty. As countries grow, societal pov-
erty provides information on the extent to
which the poor share in the growth.

The rate of decline in societal poverty
has been slower than the rate of decline in
extreme poverty. This is to be expected: the
value of the SPL rises as the economy grows.
Societal poverty has declined by about a third
across the world, dropping from approxi-
mately 44.5 percent to 28.4 percent between
1990 and 2015. The reduction in extreme
poverty was about twice this rate, declining
by about 72 percent, dropping from 35.9
percent to approximately 10.0 percent. In
the 1990s, when extreme poverty was more
widespread, the difference between societal
poverty and extreme poverty was relatively
modest. In 2015, the societal poverty rate was
almost three times larger than the extreme
poverty rate. The continued decline in ex-
treme poverty will likely lead to greater diver-
gence in the informational content of these
two measures.

Another useful takeaway from the exam-
ination of societal poverty is the differential
performance across regions. Most regions
experienced a fairly modest reduction in the
prevalence of societal poverty. The excep-
tions were the economies of East Asia and
the Pacific. Societal poverty was cut by more
than half there between 1990 and 2015, de-
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clining from the highest rate of all regions in
1990 (63.4 percent) to one of the lower rates
(25.1 percent) in 2015. This impressive per-
formance in reducing societal poverty was
driven in large part by the extraordinary suc-
cess in eradicating extreme poverty.

The focus of monitoring poverty reduc-
tion will continue to be on the progress in
bringing extreme poverty below 3 percent,
but it is clear that this measure of poverty
is becoming less helpful in the majority of
countries, which already exhibit rates near
zero. Even though extreme poverty rates may
be well below 3 percent in many countries,
this does not mean that poverty is no lon-
ger a problem in these societies. The higher
poverty lines, set in accord with typical na-
tional poverty lines from countries classified
as lower-middle and upper-middle income,
provide useful guides for monitoring prog-
ress on the basis of lines that are fixed in real
terms over time. For middle-income coun-
tries, these are useful markers for measuring
progress that aligns with the definition of
basic needs in middle-income countries from
2011. For lower-income countries, they could
be viewed as markers for more aspirational
targets in poverty reduction.

Similarly, the measure of societal poverty
provides a global tool to measure poverty in
accord with how countries assess changing
standards of basic needs; however, in contrast
to the US$3.20 and US$5.50 lines, the real
value of these lines changes over time as the
country grows richer. Although the SPL can
change in real terms over time, it is constant
in value across countries that are at the same
level of median consumption or income. Be-
cause the SPL is constructed to reflect, on
average, national poverty lines at different
levels of median consumption or income, it
provides a useful measure of global poverty
that aligns well with national assessments of
poverty. Keeping the IPL fixed is highly desir-
able because it allows the progress toward an
unmoving target to be monitored, but, as the
world advances toward the eradication of ex-
treme poverty, the US$1.90 poverty line will
become increasingly less relevant in many
countries. In contrast, because the SPL yard-
stick is explicitly a function of the well-being
of each country, it is, by construction, rele-
vant for all countries over time.



Annex 3A

Historical global and
regional poverty estimates

TABLE 3A.1 Historical Trends, Global Poverty Estimates, 1990-2015
a. US$3.20 Poverty

Squared Population
Year Poverty rate (%) Poverty gap (%) poverty gap Poor (millions) (millions)
1990 55.1 26.6 15.5 2,914.0 5,284.9
1993 54.4 25.6 14.7 3,0134 55429
1996 51.7 22.8 12.7 2,993.8 5,792.6
1999 50.6 22.3 12.4 3,056.1 6,038.1
2002 472 20.2 11.0 2,962.7 6,276.8
2005 422 16.9 8.8 2,753.3 6,517.0
2008 38.2 14.9 7.7 2,586.9 6,763.7
2011 328 12.1 6.0 2,298.8 7,012.8
2013 28.8 10.2 5.0 2,071.7 7,182.9
2015 26.3 9.2 46 1,932.7 7,355.2

b. US$5.50 Poverty

Squared Population
Year Poverty rate (%) Poverty gap (%) poverty gap Poor (millions) (millions)
1990 67.0 415 28.8 3,540.5 5,284.9
1993 67.9 40.9 28.0 3,761.2 5,542.9
1996 67.3 38.7 25.6 3,900.0 5,792.6
1999 66.8 38.1 25.1 4,035.2 6,038.1
2002 64.0 35.6 23.0 4,018.2 6,276.8
2005 60.4 319 19.9 3,939.4 6,517.0
2008 56.5 29.0 17.8 3,8237 6,763.7
2011 52.2 25.3 15.0 3,662.3 7,012.8
2013 48.7 22.6 13.1 3,498.3 71829
2015 46.0 209 12.0 3,386.5 7,355.2

Source: PovcalNet (http://iresearch.worldbank.org/PovcalNet/), World Bank.
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TABLE 3A.2 Historical Trends, Regional Poverty Rates, 1990-2015

Percent

a. US$3.20 Poverty rates

Region 1990 1993 1996 1999 2002 2005 2008 201 2013 2015
East Asia and Pacific 85.3 79.7 70.6 67.1 57.2 454 374 26.5 17.5 12.5
Europe and Central Asia 9.9 15.1 19.2 21.1 14.9 11.8 75 6.6 5.7 54
Latin America and the Caribbean 28.3 271 27.7 27.0 24.9 214 15.7 13.1 114 10.8
Middle East and North Africa 26.8 289 28.0 2.7 19.6 18.8 16.7 14.9 14.4 16.3
South Asia 81.7 80.4 77.3 76.0° 75.5 715 67.9 58.9 53.9 48.6°
Sub-Saharan Africa 74.9 78.2 78.0 78.3 78.2 74.8 72.2 70.1 67.8 66.3
Sum of regions 66.4 65.1 61.6 60.1 55.9 499 45.0 38.5 33.7 30.7
Rest of the world 08 0.8 0.7 0.8 0.7 0.7 0.7 08 08 09
World 55.1 54.4 51.7 50.6 472 422 38.2 328 28.8 26.3
b. US$5.50 Poverty rates

Region 1990 1993 1996 1999 2002 2005 2008 2011 2013 2015
East Asia and Pacific 95.2 93.2 89.3 87.0 79.9 ni 63.6 52.3 424 349
Europe and Central Asia 25.3° 359 4.2 445 345 26.5 17.1 15.4 141 14.0
Latin America and the Caribbean 48.6 48.0 48.2 47.0 451 409 33.3 29.6 27.2 26.4
Middle East and North Africa 58.8 59.4 59.6 54.5 51.4 495 46.6 43.0 423 425
South Asia 95.3 95.0 939 93.1% 928 91.0 89.8 86.4 84.2 81.4°
Sub-Saharan Africa 88.5 90.4 90.2 90.5 90.9 89.9 88.1 86.9 85.4 84.5
Sum of regions 80.5 81.2 80.2 79.3 75.7 713 66.5 61.2 57.0 53.7
Rest of the world 17 16 1.4 1.3 1.3 12 12 14 15 15
World 67.0 67.9 67.3 66.8 64.0 60.4 56.5 52.2 48.7 46.0

Source: PovcalNet (http://iresearch.worldbank.org/PovcalNet/), World Bank.

Note: The criteria for estimating survey population coverage is whether at least one survey used in the reference year estimate was conducted within two years of the
reference year. “Sum of regions” was previously referred to as “developing world.”

a. This estimate is based on less than 40 percent of regional population coverage.

TABLE 3A.3 Historical Trends, Regional Number of Extreme Poor, 1990-2015

Millions

a. Number of poor at US$3.20

Region 1990 1993 1996 1999 2002 2005 2008 201 2013 2015
East Asia and Pacific 1,366.5  1,332.1 12247 1,2054  1,057.1 859.5 723.8 524.0 352.2 254.2
Europe and Central Asia 46.17 70.8 90.4 99.4 70.2 55.4 35.6 316 27.7 26.2
Latin America and the Caribbean 1245 125.9 135.7 138.4 133.0 118.8 90.8 78.3 70.0 67.5
Middle East and North Africa 61.5 712 734 60.4 57.4 58.2 54.6 512 515 60.6
South Asia 925.3 971.5 992.5 1034.4° 11,0855 1,085  1,075.8 973.5 916.0 847.2°
Sub-Saharan Africa 383.2 434.7 470.0 5105 552.3 5725 599.1 631.8 645.4 667.0
Sum of regions 2,907.1 30062 298.7 30486 29555 27459 25796 22903 20628 19229
Rest of the world 6.8 12 71 75 72 14 13 8.5 8.9 938
World 29140 30134 29938  3,056.1 29627 27533 25869 22988 20717 19327
b. Number of poor at US$5.50

Region 1990 1993 1996 1999 2002 2005 2008 2011 2013 2015
East Asia and Pacific 1,525.3 1,557.7 1,550.2 1,562.2 1,476.0 1,357.5 1,231.0 1,035.2 851.7 710.4
Europe and Central Asia 117.3° 168.5 194.0 209.7 161.8 124.4 81.0 737 67.8 68.2
Latin America and the Caribbean 214.4 223.1 235.8 240.8 2411 227.6 1925 1772 166.9 165.4
Middle East and North Africa 135.1 146.4 156.3 151.6 150.9 152.9 151.9 148.3 151.7 157.9
South Asia 1,080.1 1,148.5 1,206.7 1,267.6° 11,3341 1,377.0 1,423.1 1,429.6 1,431.0 1,419.0°
Sub-Saharan Africa 452.8 502.6 5435 590.3 641.5 687.4 7317 7834 813.1 849.5
Sum of regions 35250 37468 38865 40222 40054 39269 38112 36474 34822 33703
Rest of the world 15.5 14.4 135 13.0 12.9 12.6 12.5 15.0 16.1 16.1
World 35405 37612 39000 40352 40182 39394 38237 36623 34983 33865

Source: PovcalNet (http://iresearch.worldbank.org/PovcalNet/), World Bank.
Note: The criteria for estimating survey population coverage is whether at least one survey used in the reference year estimate was conducted within two years of the

reference year. “Sum of regions” was previously referred to as “developing world.”

a. This estimate is based on less than 40 percent of regional population coverage.
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Notes

1. Target 1.A of the MDGs is to halve, between

1990 and 2015, the proportion of people
whose income is less than one dollar a day. The
indicator for monitoring progress in achiev-
ing the target was fixed at the proportion of
people living on less than the World Bank IPL
of US$1.25 a day (in 2005 PPP values). Sim-
ilarly, target 1.1 of the SDGs, to be achieved
by 2030, is to eradicate extreme poverty for all
people everywhere, measured as people living
on less than $1.90 a day, the IPL. See Millen-
nium Development Goals Indicators (data-
base), Development Indicators Unit, Statistics
Division, United Nations, New York, http://
mdgs.un.org/unsd/mdg/Host.aspx?Content=

Indicators%2fOfficialList.htm; “Sustainable
Development Goals: 17 Goals to Transform
Our World,” United Nations, New York, http://
www.un.org/sustainabledevelopment/.

. The World Bank classification of countries
according to regions and income groups is
followed here. For details on income classi-
fication, see Fantom and Serajuddin (2016).
For the World Bank regions, see “Select a
Region,” in “Where We Work,” World Bank,
Washington, DC, http://www.worldbank.org
/en/country.

. There may be different interpretations of what
“fixed in real terms” means. Here it means that
the lines are converted to domestic currency
in 2011 prices, using the 2011 PPP conversion
factors, and are thereafter adjusted over time
by the main domestic consumer price index
used in each country.

. The bin sizes of the consumption distributions
have been selected to correspond to key thresh-
olds at US$1.90, US$3.20, and US$5.50. The
statement then about most people consuming
just less than US$1.90 is affected by the selected
bin sizes. But an estimated density function of
the log of consumption closely corresponds to
the shape of the histogram displayed.

. For more examples of countries that have
changed the value of their national pov-
erty lines, see the online appendix of Jolliffe
and Prydz (2016), at https://static-content
.springer.com/esm/art%3A10.1007%2Fs10888
-016-9327-5/MediaObjects/10888_2016_9327

_MOESM1_ESM.pdf.

. The motivation for referring to the line as the
SPL is drawn from the World Bank (2017,

10.

11.

12.

xxi), which recommends the introduction of

« <

a ‘societal’ head count measure of global con-
sumption poverty.”

. In the relatively small number of countries

in which extreme poverty is assessed using
income rather than consumption, the SPL is
similarly defined in terms of income instead
of consumption.

. If median consumption is US$1.60, then

US$1.00 + half of US$1.60 is US$1.80. This
value is less than the IPL of US$1.90; so, in
this case, the SPL is set at the lower bound,
US$1.90.

. For a detailed discussion of the fit of the SPL

with national poverty lines and how this fit
compares with other candidate specifications,
see Jolliffe and Prydz (2017).

See Fuchs (1967); “Poverty Rate” (indicator),
Organisation for Economic Co-operation and
Development, Paris (accessed January 26,
2017), https://doi.org/10.1787/0fe1315d-en.
For details on each of the 17 SDGs, including
metadata and indicators, see “Compilation of
Metadata for the Proposed Global Indicators
for the Review of the 2030 Agenda for Sus-
tainable Development,” Inter-agency Expert
Group on SDG Indicators, Statistics Division,
Department of Economic and Social Affairs,
United Nations, New York, http://unstats.un
.org/sdgs/iaeg-sdgs/metadata-compilation/.
The decision that the cost of social partici-
pation is increasing in median consumption
rather than, say, average consumption is dis-
cussed in detail in Jolliffe and Prydz (2017)
and is consistent with arguments made by
Aaberge and Atkinson (2013), Birdsall and
Meyer (2015), and Stiglitz, Sen, and Fitoussi
(2010) that the median is a better represen-
tation of the material well-being of a country
relative to the mean and is also a simple way of
capturing distributional aspects of well-being.
See Ferreira et al. (2016) for a discussion on
inflating 2005 PPP values into 2011 PPP
values. They assert that, on average, US$1.90
in 2011 PPP U.S. dollars maintains the same
purchasing power as US$1.25 in 2005 PPP for
the set of 15 poor countries that determine the
IPL. They also demonstrate that this inflation
rate of about 52 percent maintains an average
purchasing power for essentially all countries
in the PovcalNet database for which they esti-
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13.

14.

15.

mate poverty (and have measures of PPP in
both years). Inflating US$0.67 by 52 percent
results in US$1.01. Furthermore, direct rees-
timation of Ravallion’s (2016) consumption
floor using 2011 PPP gives a value of US$1.00
at 2011 PPP.

Similarly, Allen (2017, table 11) estimates the
lowest cost of a diet consisting of 2,100 calo-
ries per day with 50 grams of protein and 34
grams of protein across several countries. The
lowest value he estimates is US$0.98 in 2011
PPP terms for Zimbabwe.

See PovcalNet (online analysis tool), World
Bank, Washington, DC, http://iresearch.world
bank.org/PovcalNet/. The estimates cited here
were produced from the version of PovcalNet
updated on October 1,2016. China, India, and
Indonesia have separate rural and urban dis-
tributions in PovcalNet, and no national me-
dian is readily available. For these countries,
the national median is derived by combining
the rural and urban population-weighted
distributions available in PovcalNet and esti-
mating the median of the joint national dis-
tribution. The resulting national median is
used in defining the SPL for these countries.
For high-income countries, the alignment
of the surveys closest to the reference years
is replicated using National Accounts data,
the method in the PovcalNet reference-year
aggregation.

The profile of societal poverty presented here
is based on estimates from PovcalNet as of
September 2018, the same version of the data
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16.

17.

18.

19.

used in the rest of this report. See PovcalNet
(online analysis tool), World Bank, Wash-
ington, DC, http://iresearch.worldbank.org
/PovcalNet/.

Household survey data do not exist for every
country in every year, but all global poverty es-
timates are for a specific year. To overcome the
data gaps, survey data are projected forward
and, sometimes, backcast to produce country
poverty rates for each year. For an overview of
the methods, see Ferreira et al. (2016); Jolliffe
etal. (2015).

The idea that national poverty lines represent
social assessments of minimum needs has
been a motivating argument behind the use
of the IPL for many years. Ravallion, Datt,
and van de Walle (1991) and the World Bank
(1990) interpret national poverty lines in
some of the poorest countries as representa-
tive of absolute minimum needs and use them
in calculating the dollar-a-day IPL.

The claim is not being made that this report
empirically disentangles whether the rising
value of national poverty lines reflects the
growing cost of social participation (as is as-
sumed here) or simply reflects a definition of
basic needs that is more generous, resulting in
greater utility. For a discussion of this iden-
tification challenge, see Ravallion and Chen
(2017).

The 1993 value was estimated from the na-
tional headcount ratio and an internation-
ally harmonized welfare vector, following the
method of Jolliffe and Prydz (2016).



