The world has made remarkable and unprec-
edented progress in reducing poverty over
the past quarter century. In 2015, more than
a billion fewer people were living in extreme
poverty than in 1990. The progress has been
driven by strong global growth and the rising
wealth of many developing countries, partic-
ularly in the world’s most populous regions
of East Asia and Pacific and South Asia. This
impressive progress has brought us closer to
achieving the World Bank’s target of reducing
extreme poverty to less than 3 percent of the
world’s population by 2030. Half of all coun-
tries included in the global poverty counts al-
ready have less than 3 percent of their popu-
lations living under the international poverty
line (IPL), which defines extreme poverty for
global monitoring.

Despite this good news, the fight against
extreme poverty is far from over—and in
some ways is getting harder. The number of
poor worldwide remains unacceptably high,
and it is increasingly clear that the benefits of
economic growth have been shared unevenly
across regions and countries. Even as much
of the world leaves extreme poverty behind,
poverty is becoming more entrenched and
harder to root out in certain areas, particu-
larly in countries burdened by violent con-
flict and weak institutions. Poor households
are overwhelmingly located in rural areas,
have a large number of children, and suffer
from a lack of education.

They are ill served in essential elements of
well-being such as health care and sanitation,
and often are exposed to natural hazards and
physical insecurity.

Overview

Back in 1990, 36 percent of the world’s
people lived in poverty, defined by the IPL as
an income of less than US$1.90 a day in 2011
purchasing power parity (PPP). By 2015, that
share had plunged to 10 percent, down from
11.2 percent in 2013. The number of people
living in extreme poverty stood at 736 mil-
lion in 2015, down from nearly 2 billion in
1990 (figure O.1).

Despite the more sluggish global growth
of recent years, the total count of people in
poverty declined by more than 68 million
people between 2013 and 2015—a number
roughly equivalent to the population of Thai-
land or the United Kingdom. Tens of millions
of people have escaped poverty every year
since 1990, reducing the global poverty rate
by an average of 1 percentage point per year
between 1990 and 2015.

Much of the progress in the past quarter
century has been in East Asia and Pacific,
where China’s economic rise has helped lift
millions of people out of poverty. The coun-
tries of this region went from an average pov-
erty rate of 62 percent in 1990 to less than 3
percent in 2015. More recently, South Asia
has made impressive inroads against extreme
poverty, helping to reduce the global rate
further. The number of poor in South Asia
dropped to 216 million people in 2015, com-
pared to half a billion in 1990.

These two regions have fared well on the
World Bank’s other core goal—to increase
shared prosperity to ensure that the relatively
poor in societies are participating in and ben-
efiting from economic success. This goal is
measured by monitoring the average income
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FIGURE 0.1 Global Poverty Rate and Number of Poor, 1990-2015
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growth rate of the poorest 40 percent of the
population (the bottom 40) within each and
every country. On that score, the progress
in East Asia and Pacific and South Asia is all
the more impressive because the economic
growth in those regions is being shared. On
average, the income of the bottom 40 in these
two regions grew by 4.7 percent and 2.6 per-
cent per year, respectively, according to the
latest estimates for 2010-15.

But the huge progress against poverty
in these regions contrasts sharply with the
much slower pace of poverty reduction in
Sub-Saharan Africa. Extreme poverty is be-
coming more concentrated there because of
the region’s slower rates of growth, problems
caused by conflict and weak institutions, and
a lack of success in channeling growth into
poverty reduction. Sub-Saharan Africa now
accounts for most of the world’s poor, and—
unlike most of the rest of the world—the total
number of poor there is increasing. The num-
ber of people living in poverty in the region
has grown from an estimated 278 million in
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1990 to 413 million in 2015. Whereas the av-
erage poverty rate for other regions was below
13 percent as of 2015, it stood at about 41 per-
cent in Sub-Saharan Africa. Of the world’s 28
poorest countries, 27 are in Sub-Saharan Af-
rica, all with poverty rates above 30 percent.
In short, extreme poverty is increasingly
becoming a Sub-Saharan African problem.
African countries have struggled partly be-
cause of their high reliance on extractive in-
dustries that have weaker ties to the incomes
of the poor, the prevalence of conflict, and
their vulnerability to natural disasters such
as droughts. Despite faster growth in some
African economies, such as Burkina Faso
and Rwanda, the region has also struggled
to improve shared prosperity. The bottom 40
in the dozen Sub-Saharan African countries
covered by the indicator saw their incomes
rise by an average of 1.8 percent per year in
2010-15 (slightly below the global average of
1.9 percent per year). More worrying, how-
ever, is that the incomes of the bottom 40
shrank in a third of those 12 countries.



The stark contrast between Asia and Af-
rica explains why it is getting harder to re-
duce poverty globally. Although overall prog-
ress against poverty has been steady, not all
regions have shared in global growth and
some are being left behind. As poverty be-
comes rarer, there is less scope for gains to
shift to different regions and countries. With
poverty in East Asia and Pacific down to 2.3
percent in 2015, for example, the region has
little more to give in terms of reducing the
global rate. A similar trend is well under way
in South Asia.

The result is a slowdown in overall pov-
erty reduction that makes it unlikely the
World Bank’s 2030 target will be met. From
2013 to 2015, global poverty declined by 0.6
percentage points per year, well below the
25-year average of a percentage point a year.
Our forecasts suggest that the rate of reduc-
tion further slowed between 2015 and 2018
to less than half a point per year.

Looking ahead to 2030, forecasts indicate
that the world would need to grow at an un-
usually strong pace in order to meet the 3
percent target. For example, the target would
be met if all countries grow at an average an-
nual rate of 6 percent and the income of the
bottom 40 grows 2 percentage points faster
than the average. Alternatively, the landmark
could be reached if all countries grow at an
average pace of 8 percent. But, in either of
these scenarios, extreme poverty would still
be in double digits in Sub-Saharan Africa by
2030.

In an alternate scenario where all coun-
tries grow in line with the average in their
region over the last 10 years, our forecasts
indicate that the global poverty rate would
be above 5 percent in 2030. This “business
as usual” scenario leads to a bifurcated world
where more than a quarter of the people in
Sub-Saharan Africa live in extreme poverty
whereas poverty is less than 2 percent in most
of the rest of the world.

These contrasting regional poverty trends
have two important implications. First, the
primary focus of the international commu-
nity’s efforts to eliminate the worst forms
of deprivation must remain firmly in Africa
and those few other countries elsewhere with
very high poverty rates. At the same time, we

must not forget the plight of billions of peo-
ple living above US$1.90, who are still very
poor by the standards of their own societies.
Now that extreme poverty continues to be
high in some regions while heading down to
single digits in most of the rest of the world,
we need to build a more complete picture
of what is meant by a world free of poverty.
Certainly, the world could not be said to be
free of poverty if most countries achieve the
3 percent rate while large pockets of extreme
poverty linger. To have a better understand-
ing of what it means to end poverty, we need
more ways of measuring and conceptualiz-
ing the problem. We need more pieces of the
puzzle to better understand what a world free
of poverty means.

The World Bank’s focus remains on lifting
people from extreme poverty, and the IPL
will continue to be a crucial way of monitor-
ing this progress. But we also need to recog-
nize that societies have not stopped thinking
or caring about poverty even if it has become
much less apparent in its extreme forms.
There is a need to expand our understand-
ing of poverty as a complex, multifaceted
problem and identify pockets of people who
are impoverished but who have remained
unnoticed.

To do so, we introduce three new pieces
of the poverty puzzle. The addition of these
new ways to measure and conceptualize pov-
erty follows from the recommendations of
the Commission on Global Poverty, led by
Professor Sir A. B. Atkinson, to consider com-
plementary indicators to the core indicator of
extreme poverty (in Monitoring Global Pov-
erty published by the World Bank in 2017).
The new measures recognize that people can
be defined as poor relative to their societies
even at consumption levels well above the
US$1.90 level. They also broaden our view
of poverty to include elements of basic well-
being such as access to sanitation and core
health services. Finally, they go beyond the
household level in a first attempt to measure
poverty as it affects individuals.

These new measures will help both in
those countries where extreme poverty is
currently at very low levels and in countries
where extreme poverty is pervasive. Even
while maintaining a focus on the poorest
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countries of the world, with this broader view
we can better understand the various dimen-
sions of poverty globally. And that better un-
derstanding can provide guidance for policy
and help identify areas of greatest need.

The new measures can also help us moni-
tor progress in reducing poverty in a growing
world. Even in those countries where extreme
deprivation rates are very low, there con-
tinue to be significant concerns about pov-
erty more broadly defined. Having enough
money is critical to living a life free of pov-
erty, but it is not all that matters. To truly end
poverty, we need to better monitor people’s
progress in achieving nonmonetary aspects
of well-being, such as proper drinking water
and access to education.

When it comes to measuring monetary
poverty, the US$1.90 yardstick is used to
assess how well people are doing relative to
the basic needs in the world’s poorest coun-
tries. But, for people living in countries
with higher overall income levels, there is
value in monitoring progress with higher
poverty lines that reflect the greater needs
in a growing world. By using these new lines
and measures in coordination with the ex-
isting measure of extreme poverty—both in
those countries with high rates of extreme
poverty and those that have nearly vanquished
extreme poverty—we can better monitor
poverty in all countries, in multiple aspects
of life, and for all individuals in every house-
hold. This broader monitoring promises to
give us a more nuanced understanding of
the nature of poverty in all its forms, so we
can develop better policy tools to tackle the
problem.

Staying focused on the
poorest

Ending extreme poverty will require a re-
newed focus on Sub-Saharan Africa and
states suffering from weak institutions and
conflict. Estimates for 2015 indicate that
India, with 176 million poor people, contin-
ued to have the highest number of people in
poverty and accounted for nearly a quarter of
the global poor. The extreme poverty rate is
significantly lower in India relative to the av-
erage rate in Africa, but, because of its large
population, India’s total number of poor is
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still large. In a sign of change, however, fore-
casts for 2018 suggest that India’s status as
the country with the most poor is ending—
Nigeria either already is, or soon will be, the
country with the most poor people. The ex-
treme poverty rate and the number of poor
in South Asia have been steadily declining
and are expected to continue that trend. The
result of this trend is a shift in poverty from
South Asia to Sub-Saharan Africa.

By 2030, the portion of the poor living
in Sub-Saharan Africa could be as large as
87 percent on the basis of historical growth
rates. Even if every other country in the world
had zero extreme poverty by 2030, the aver-
age rate in Sub-Saharan Africa would have to
decrease from the 2015 rate of 41 percent to
about 17 percent for the global average to be
3 percent. That would require an unprece-
dented annual growth rate for the region.

Stronger economic growth and renewed
efforts to resolve violent conflicts will be cru-
cial to speed up the rate of poverty reduction
in Africa and elsewhere. But business as usual
will not be enough. More needs to be done to
ensure that growth is inclusive, with a stron-
ger focus on raising the productive capacity
of the poor.

If Sub-Saharan African and other fragile
countries are to have a chance of reaching
the 3 percent goal, not only will their growth
rates have to be high but incomes among the
bottom 40 in their societies will also have to
rise at a higher rate. Yet, in two-thirds of the
13 extremely poor countries (with poverty
rates above 10 percent) covered by the World
Bank’s shared prosperity indicator, average
incomes of the bottom 40 are growing at
a slower rate than the global average of 1.9
percent per year. That is a worrying trend for
the poorest economies and conflict-affected
states, precisely the countries least likely to
reach the 2030 target.

A second and crucial worry is that data
needed to assess shared prosperity are weak-
est in the very countries that most need them
to improve. Only 1 in 4 low-income countries
and 4 of the 35 recognized fragile and conflict-
affected states have data that allow us to mon-
itor shared prosperity over time. Because a
lack of reliable data is associated with slow
income growth for the poorest, the situation
could even be worse than currently observed.



In the fragile states that are covered by
data, the recent trend is discouraging. After
falling sharply between 2005 and 2011, the
rate of poverty in these countries rose to 35.9
percent in 2015 from a low of 34.4 percent in
2011. The share of the global poor in these
countries has risen steadily since 2010 to
reach 23 percent in 2015.

In many low-income countries, the bot-
tom 40 live on less than US$1.90 a day and
disproportionately live in rural areas, making
them vulnerable to disruptions caused by the
climate. Uganda, for example, has suffered
significant setbacks in poverty reduction and
shared prosperity largely due to droughts
and pests that affected harvests starting in
2016. Uganda’s poverty rate rose from 35.9
percent in 2012 to 41.6 percent in 2016. Real
consumption for its bottom 40 shrank by 2.2
percent a year.

As we seek to end poverty, we also need to
recognize that being poor is not defined just
by a lack of income. Other aspects of life are
critical for well-being, including education,
access to basic utilities, health care, and secu-
rity. Someone may earn more than US$1.90 a

day but still feel poor if lacking access to such
basic needs. Equally, someone earning less
than that could be in even direr need without
clean water to drink or a safe environment
for his or her family.

This expanded, “multidimensional” view
reveals a world in which poverty is a much
broader, more entrenched problem, under-
lining the importance of investing more in
human capital. At the global level, the share of
poor according to a multidimensional defini-
tion that includes consumption, education,
and access to basic infrastructure is approx-
imately 50 percent higher than when relying
solely on monetary poverty. In Sub-Saharan
Africa, more than in any other region, short-
falls in one dimension go hand in hand with
other deficiencies. Low levels of consumption
are often accompanied by challenges in non-
monetary dimensions.

Figure O.2 presents the share of the pop-
ulation in Sub-Saharan Africa and South
Asia that are considered multidimensionally
deprived according to consumption (blue
oval), education for children and adults (or-
ange oval), and access to basic infrastructure

FIGURE 0.2 Share of Individuals in Multidimensional Poverty, circa 2013
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services including drinking water, sanitation,
and electricity (yellow oval). Almost half of
the multidimensional poor in Sub-Saharan
Africa (28.2 percent out of a total of 64.3 per-
cent multidimensionally poor) experience
simultaneous deprivations in consumption,
education, and access to some basic infra-
structure service. This proportion contrasts
with other regions, including South Asia, in
which only a quarter of the multidimension-
ally poor suffer deprivations in all three of
these dimensions. The implication is that in
Africa the cumulative deprivations reinforce
one another and make it much harder to
fight poverty.

To build a true picture of poverty as ex-
perienced by individuals, we also need to go
beyond the traditional household level to
consider how resources are shared among
families. Women and children tend to have
disproportionately less access to resources and
basic services, especially in the poorest coun-
tries. Women in poorer countries often with-
draw from the labor force and lose their earn-
ing potential when they reach reproductive
age. The gender gap in poverty rates is largest
during the reproductive years when care and
domestic responsibilities, which are socially
assigned to women, overlap and conflict with

productive activities. This tension is often
most pronounced among the poorest coun-
tries and the poorest groups in society. For
example, the average sex difference in poverty
for 20-34-year-olds in Sub-Saharan Africa is
7 percentage points, compared to a global av-
erage of 2 percentage points (figure O.3) and
virtually zero in Europe and Central Asia.

There is evidence from studies in sev-
eral countries that resources are not shared
equally within poor households, especially
when it comes to more prized consumption
items. Evidence also shows complex dynam-
ics at work within households that go beyond
gender and age divides. For example, a wom-
an’s poverty level may be related to her posi-
tion as mother versus wife of the household
head.

Another way to go beyond the household
to the individual level is to look at how food
is shared within families. In Bangladesh, for
example, household survey data reveal that
household heads—mostly men—have much
smaller calorie shortfalls than individuals
who are not household heads. Such differ-
ences are invisible in standard measures of
poverty.

When we estimate individual poverty rates
on the basis of broader consumption patterns

FIGURE 0.3 Share of Women and Men Living in Poor Households, by Age Group, circa 2013
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including nonfood goods, women fare slightly
better than men in Bangladesh. In Malawi, by
contrast, women have a significantly higher
poverty rate (73 percent) than men (49 per-
cent). Children in both countries suffer from
significantly higher poverty rates.

We need more comprehensive data to
deepen our understanding of how poverty
affects individuals and to assess how social
programs can be better tailored to meet their
needs. The initial findings of this approach
suggest that current assistance programs risk
missing many poor people who are hidden in
nonpoor households.

Monitoring progress in a
growing world

As the world grows wealthier and extreme
poverty becomes rarer, legitimate questions
arise over whether US$1.90 is too low to de-
fine whether someone is poor in all countries
of the world. Even as the number of extreme
poor declines, many people continue to live in
poverty when measured by standards that are
more appropriate for a wealthier world. The
success in reducing extreme poverty allows us
to broaden our focus to assess whether such
people are also benefitting from economic
development.

Two decades ago, 60 percent of the global
population lived in low-income countries.
By 2015, that had fallen to 9 percent, mean-
ing that the majority of people and most of
the world’s poor now live in middle-income
countries. To reflect this shift and the rise in
what may constitute basic needs for many
people, the World Bank now reports on two
higher-value poverty lines of US$3.20 and
US$5.50 per person per day, expressed in
2011 PPP. The value of these lines is derived
from the typical poverty line in lower- and
upper-middle-income countries, respectively,
in the same way that the value of the IPL is
derived from the typical poverty line for
some of the poorest countries in the world.
These higher-valued poverty lines therefore
reflect social assessments of what defines
minimum basic needs in countries at these
income levels.

As may be expected, these two standards
for measuring poverty portray a less encour-
aging picture of the level of well-being in

the world relative to the measure of extreme
poverty, which is forecast now to be in single
digits. Nearly half the world (46 percent) lives
on less than US$5.50 per day, a standard that
defines poverty in a typical upper-middle-
income country (table O.1). A quarter of the
world lives on less than US$3.20 per day.

These higher poverty lines also portray a
different regional story of poverty reduction
from the US$1.90 line. The Middle East and
North Africa is a case in point. In 1990, ex-
treme poverty in the region was 6 percent,
and in 2015, it was 5 percent. This discour-
aging picture of very little progress in reduc-
ing extreme poverty looks different when
examined through the lens of the US$3.20
line. Over this same time period, the coun-
tries of the Middle East and North Africa
reduced the proportion of people living on
less than US$3.20 from 27 percent to 16 per-
cent. Important progress in reducing poverty
in this region is hidden when one examines
only extreme poverty. The US$5.50 line, re-
flecting basic needs in upper-middle-income
countries, presents two distressing findings:
(1) almost half the world lives on less than
US$5.50 per day, and (2) in the regions of the
Middle East and North Africa, South Asia,
and Sub-Saharan Africa, despite progress in
reducing their poverty rates, more people
were living on less than US$5.50 in 2015 than
in 1990 due to their growing populations.

As we seek a broader understanding of
poverty, it is important to recognize that
what constitutes a basic need can vary de-
pending on a country’s level of consumption
or income. In a poorer country, for example,
participating in the job market may require
only clothing and food, whereas someone in
a richer society may also need internet access,
a vehicle, and a cell phone. The cost of per-
forming the same function may differ across
countries depending on their overall level of
income.

To assess this type of poverty, the World
Bank is introducing the societal poverty line
(SPL) as a complement to its existing lines.
The SPL is a combination of the absolute
IPL and a poverty line that is relative to the
median income level of each country. Specif-
ically, it is equal in value to either the IPL or
US$1.00 plus half of daily median consump-
tion in the country, whichever is greater. This
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TABLE 0.1 Poverty at Higher Poverty Lines, US$3.20 and US$5.50 (2011 PPP)

Poverty rate by Percentage point
region at US$3.20 1990 1999 2008 2013 2015 change, 1990-2015
East Asia and Pacific 85.3 67.1 37.4 17.5 12.5 -72.8
Europe and Central Asia 9.9 211 1.5 5.7 5.4 —4.6
Latin America and the 28.3 27.0 15.7 1.4 10.8 -17.5
Caribbean
Middle East and North 26.8 217 16.7 14.4 16.3 -10.5
Africa
South Asia 81.7 76.0a 67.9 53.9 48 .6a —-33.1
Sub-Saharan Africa 749 78.3 722 67.8 66.3 -8.6
Rest of the world 0.8 0.8 0.7 0.8 09 0.1
World 55.1 50.6 38.2 28.8 26.3 —28.9
Poverty rate by Percentage point
region at US$5.50 1990 1999 2008 2013 2015 change, 1990-2015
East Asia and Pacific 95.2 87.0 63.6 424 349 -60.3
Europe and Central Asia 25.3a 445 17.1 14.1 14.0 -11.3
Latin America and the 48.6 47.0 333 212 26.4 —22.2
Caribbean
Middle East and North 8.8 545 46.6 42.3 425 -16.3
Africa
South Asia 95.3 93.1a 89.8 84.2 81.4a -14
Sub-Saharan Africa 88.5 90.5 88.1 85.4 84.5 —4.1
Rest of the world 1.7 1.3 1.2 15 15 0.2
World 67.0 66.8 56.5 48.7 46.0 -21.0

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

Note: PPP = purchasing power parity.

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

means that, for the poorest of countries, the
value of the SPL will never be less than the
IPL. But, after a certain point as countries get
richer, the value of the SPL will increase as
the consumption level of the median individ-
ual in that country increases. This increasing
value of the SPL corresponds with the fact
that the value of national poverty lines typ-
ically increases as countries grow richer. In
fact, the SPL is constructed in such a way that
it directly corresponds to the average value
of national poverty lines at different levels
of (median) consumption for each country
of the world. Figure O.4 illustrates how the
value of the societal poverty line (in dark
blue) runs through the middle of the national
poverty lines (in light blue) at different levels
of median consumption in each country. In
this sense, societal poverty provides a global
measure of poverty that corresponds on aver-
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age with how all countries of the world define
being poor.

When poverty is defined this way, the
number of people who are poor stood at 2.1
billion as of 2015, almost three times more
than those living under the US$1.90 level
(figure O.5). Strikingly, the number of peo-
ple identified as the societal poor has largely
stayed the same over the last 25 years even as
the number in extreme poverty has plunged.
The percentage of societal poor in the global
population has fallen steadily since 1990, but
still at a much slower rate than the decline of
extreme poverty. In 1990, the rate of societal
poverty (45 percent) was about one-fourth
greater than the rate of extreme poverty (36
percent). For many low-income countries,
societal and extreme poverty were the same.
The economic growth of the past quarter
century means significantly fewer countries



FIGURE 0.4 National and Societal Poverty Lines in a Growing World

20
°
e
°

10 L 4
= P ’.
©
o
5 U 4
& o’
S 51 /
2} o
® .’
= ’
< o
2 o
o [ ]
o 3 " 4

>
19 1 o esctecean®
1 4
T T T T T T
1 1.9 5 10 20 40
Median income/consumption (US$ PPP per day)
National poverty line @ Societal poverty line
Note: Both axes use log scales. PPP = purchasing power parity.
FIGURE 0.5 Societal Poverty, Global Estimates, 1990-2015
a. Poverty rate b. Number of poor

50 2,500

40 - 2,000
=
2 2
©
= 307 2 1,500 -
@ =
>
@

20 - 1,000 A

10 500 -

T T T T T T T T T T T T
1990 1995 2000 2005 2010 2015 1990 1995 2000 2005 2010 2015

Societal poverty

= Extreme poverty

Note: The international poverty line reflects the poverty rate (in panel a) and the headcount (in panel b) as assessed by the US$1.90 per
day threshold (2011 purchasing power parity). The societal poverty line provides the same information for societal poverty.

in 2015 have an SPL that is the same as their
IPL, and the rate of societal poverty (28 per-
cent) is almost three times the rate of extreme
poverty (10 percent).

Whereas societal poverty is based on a
poverty line that is in part relative to the me-
dian consumption levels across countries, the
shared prosperity measure monitored by the
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MAP 0.1 Shared Prosperity Estimates, 91 Economies, circa 2010-15
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World Bank is similarly relative to how indi-
viduals are doing in each and every country.
By assessing how the bottom 40 are doing in
each economy, the World Bank’s measure of
shared prosperity is relevant to countries of
all income levels. Overall, the news on shared
prosperity is positive, with almost 80 percent
of the countries for which data are available
showing growth in the bottom 40’s income
(map O.1). But the progress was restrained
by modest global growth and, despite the
overall improvement, some countries have
experienced slowdowns and even reversals in
shared prosperity.

Latin America and the Caribbean, for ex-
ample, saw less growth in shared prosperity
from 2010 to 2015 than in previous years as
its economies cooled amid a downturn in
global commodity prices. Many countries
in Europe and Central Asia also experienced
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setbacks on the measure even if several econ-
omies in the region, whose bottom 40 suf-
fered large declines linked to the 2008 finan-
cial crisis, are now recovering. This is the case
in Estonia, Latvia, and Lithuania, where cur-
rent levels of shared prosperity are above 6
percent a year. The mixed progress on shared
prosperity highlights the need to renew our
focus on inclusive growth.

Shared prosperity and societal poverty
capture different aspects of how the relatively
less well-off are doing in each country. But
the two measures are nonetheless linked, as
an example of two upper-middle-income
countries—Costa Rica and Ecuador—shows.
Between 2011 and 2016, both countries’
economies grew at similar rates. But the
bottom 40 in Ecuador did better than their
counterparts in Costa Rica, growing their
income by a percentage point more than the



mean in the country. Costa Rica’s bottom 40
grew in line with their country’s mean. As a
result, societal poverty fell faster in Ecuador
than in Costa Rica.

Our view of poverty expands again when
we define it not just as a shortage of money
but also as a lack of basic elements of well-
being. Many countries have made great
strides in reducing monetary poverty but still
lag in crucial areas—such as basic infrastruc-
ture, education, and security—that have a
very real impact on people’s quality of life. In
the Middle East and North Africa and Latin
America and the Caribbean, despite the low
prevalence of monetary poverty (less than 6
percent), almost one in seven people lacks
adequate sanitation.

South Asia is another case in point. De-
spite having made progress in poverty re-
duction, the region’s shortfalls in education
remain high for both adults and children and
are not strongly associated with monetary
poverty. In addition, the number of people
in the region living in households without
access to an acceptable standard of drinking
water, adequate sanitation, or electricity is far

greater than those living in monetary poverty.
This means that the challenge in securing
higher living standards for the population of
South Asia is far more daunting when poverty
in all its forms is considered. Although South
Asia is expected to meet the goal of reducing
extreme poverty to below 3 percent by 2030,
many people will still be living in unsatisfac-
tory conditions if the region does not make
progress on other components of well-being.
The multidimensional approach high-
lights how the ways deprivations interact vary
widely from country to country. In richer re-
gions such as Latin America and the Carib-
bean, the Middle East and North Africa, and
East Asia and Pacific, nonmonetary depriva-
tions are much less associated with monetary
ones than in other regions. In a sample of six
countries, the multidimensional approach
can be extended to include, in addition to
education and access to basic infrastruc-
ture services, two other dimensions: health
and nutrition, and security from crime and
natural disaster (figure O.6). The higher-
income countries of Ecuador, Iraq, and Mex-
ico suffer from higher crime rates and greater

FIGURE 0.6 Contribution to Multidimensional Poverty, by Dimension, Selected Countries
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Note: The figure shows the contribution of each dimension to the multidimensional poverty measure based on the dimensional

breakdown method of Alkire et al. 2015.
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FIGURE 0.7 Gender Gaps, Individual Multidimensional Poverty
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insecurity than the lower-income countries
included in the analysis. In Indonesia, multi-
dimensional poverty is largely driven by poor
outcomes in children’s health and nutrition.

Including additional dimensions of depri-
vation in our measures of poverty can pro-
vide valuable insight into how policies can be
directed to have the most effect on poverty.
The profile of the poor can change as we take
a multidimensional view of poverty. For ex-
ample, a five-dimension picture of Indonesia
shows that the country may need a stronger
focus on combatting health care depriva-
tions, whereas efforts in Ecuador may be bet-
ter directed toward education and security,
particularly in urban areas.

The multidimensional approach, when
combined with data at the individual level,
can also provide new insights into who is
poor. Applying this approach to five of the
six countries reveals that poverty is greater
among women than men, especially in Iraq
(figure O.7). Women are revealed as multi-
dimensionally poorer than men in all five
countries, and the gender gap may be even
wider for specific vulnerable groups. Widows,
for example, are found to be significantly
poorer than widowers in all countries except
Ecuador.
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This more nuanced picture highlights new
pockets of poverty and can help in formu-
lating policies to address them. For example,
policies to expand infrastructure and social
services should take into account the differ-
ent needs of women, children, and men. In
some regions, improvements in access to ed-
ucation can particularly help women, who
continue to be held back by gender inequali-
ties in schooling.

Piecing together the poverty
puzzle

This report provides a more complete picture
of poverty that reinforces much of the posi-
tive story revealed by the tremendous prog-
ress in reducing extreme poverty over the
last quarter century. But it also uncovers pre-
viously hidden details about the nature and
extent of poverty throughout the world. Par-
ticularly distressing findings are that extreme
poverty is becoming entrenched in a handful
of countries and that the pace of poverty re-
duction will soon decelerate significantly.
Reaching the target of reducing extreme
poverty to less than 3 percent by 2030 will
require a redoubling of efforts and greater
focus on those countries where poverty is



the worst. The work of the World Bank will
continue to focus on monetary poverty with
respect to the IPL; however, truly bringing an
end to global poverty requires thinking more
broadly and recognizing the greater complex-
ity inherent in the concept of poverty around
the world.

Going forward, the World Bank will con-
tinue its focus on reporting progress toward
the twin goals of ending extreme poverty and
boosting shared prosperity. But, to assure that
poverty is also tracked in a relevant manner
in countries with very low levels of extreme
poverty, our regular poverty updates will also
include progress at the two higher poverty
lines of US$3.20 and US$5.50 and on the
new societal poverty line. Likewise, the next
global poverty update in 2020 will report on
advances in multidimensional poverty for the
countries where data are available. Between
global updates, these new measures will be-
come part of our biannual country reports
on poverty and shared prosperity—Poverty
and Equity Briefs.

The use of these new measures for global
poverty monitoring and the findings of the
report have three important and distinct im-
plications for the work and priorities of the
World Bank:

1. Transformational change is needed in
Africa and conflict-affected areas. The
battle against extreme poverty will be won
or lost in Sub-Saharan Africa and fragile
and conflict-affected areas. Global extreme
poverty is increasingly becoming a Sub-
Saharan phenomenon, and the share of
the poor in fragile and conflict-affected
areas is growing. Of all regions, Sub-Sa-
haran Africa has one of the worst perfor-
mances in shared prosperity and the poor
there suffer from multiple deprivations
more than in any other region. Reaching
the 3 percent target by 2030 will require

more than business as usual: the re-
gion will need strong and sustained eco-
nomic growth, significant improvements
in the living standards of the bottom 40
throughout Sub-Saharan Africa at a scale
not seen in recent history, and substantial
investments in people.

. The new measures can enhance policy

dialogue. Welfare monitoring and policy
dialogue at the country level will continue
to be based on national poverty mea-
sures. Grounded in tools that countries
already use to monitor progress, the lines
and measures introduced here open new
possibilities for countries to benchmark
their performance against relevant com-
parators using a richer set of instruments.
This is particularly the case in middle-in-
come countries, where extreme poverty is
less prevalent, but where the higher pov-
erty lines and the new multidimensional
poverty measure reveal there is still much
work to be done.

. Data investments are critical. World

Bank investments in data have helped
provide a more comprehensive pic-
ture of poverty, but there is a need for
continued and deeper investment in
data. More and better welfare data are
needed to compare poverty across time,
for multiple dimensions, for all indi-
viduals, and particularly among low-
income and conflict-affected countries.
Very few of these countries have shared
prosperity estimates, and few countries
have data for estimating all dimensions of
poverty. Ensuring that no one is left be-
hind in the fight against extreme poverty
requires that we expand investments in
country systems and capacity to measure
and monitor welfare in a timely, compa-
rable manner using both traditional and
newer types of data and methods.
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