
- 2 -


Counting the Poor More Comprehensively

Michael P.  Ward

Consultant, UN Intellectual History Project
520 November Street, S.W., # S319

Washington D.C.  20004, USA

e-mail: mward39uk@yahoo.co.uk

Resume

1.
Introduction


The World Bank’s initiative in producing globally comparable estimates of poverty in every country according to its international $1 per head per day criterion has received widespread recognition as a political statement and advocacy measure.  It was also a bold attempt to provide a more comprehensive perspective of the number of poor in the world using comparable standards of assessment.  The work to produce these estimates for each country is innovative and technically complex.  Over the past few years, however, the Bank’s approach and the calculations it makes have run into criticism and some adverse comment.  Several observers have taken the Bank to task for producing what they consider to be suspect estimates subject to conceptual, methodological, and practical drawbacks that make them limited for operational policy decisions.  To strengthen the validity of any poverty estimates, this article therefore suggests the numbers should be placed within a broader statistical context that provides greater rigor and a stronger foundation to the estimates generated.
2.
An integrated overview of poverty and inequality
 
Placing the measurement of poverty within the wider context of an appropriate overall income distribution considerably improves the relevance of these now widely recognized statistics for policy and analysis.  The accompanying tables and graphs [available separately] indicate who is poor and show, in particular, how and where poor people are located in a global and regional context.  Although this approach yields slightly different estimates than those generated by the World Bank, the broader perspective helps not only to improve an understanding of income poverty but also gives greater continuity and international comparability to the poverty series.  A distributional view of incomes is also able to draw attention to the meaning and implications of different poverty measures.  

This more holistic approach well illustrates the crucial distinction between absolute and relative poverty while clearly demonstrating the gap between the rich and poor in society and in the global community, issues that do not clearly emerge from the World Bank’s numbers.  Changes in the structure of income can be monitored over time, at least in decennial intervals, with this methodology.  The procedure readily lends itself to an examination of comparative poverty levels at the detailed national level.  Statistically, because the methodology uses purchasing power parities to apply a common set of international prices for all expenditures [1] within a recognized and coherent methodological framework, the results - while subject to an unknown degree of error inevitable in any global comparison of this nature - are consistently generated both across geographical regions and in aggregate at the international level.

3.
A more comprehensive perspective on poverty

The use of a continuous distribution function to determine cut-off levels recognizes there are many purposes for which poverty numbers are desired:

1]
To count the total number who are poor according to some notion of an absolute standard of 'bare necessity' going beyond basic ‘breadline’ concepts; that is, to derive an estimate of the number of people who fall below some predefined and predetermined poverty datum line [PDL];
 2] 
To ascertain how far the incomes of poor people (so defined), on average, fall below a given poverty income threshold;
 3] 
To examine the impact of choosing different poverty thresholds such as one dollar per head per day versus two dollars per head per day;
 4] 
To review the differences between using an internationally comparable poverty line against a nationally determined poverty measure;
 5] 
To see how far any given PDL falls below the median or mean average income of the population and monitor how this gap changes over time;
 6]
To evaluate the impact of selecting different alternative 'relative' poverty measures such as 'one-half’ or ‘two-thirds’ of the median income or 'the 40th percentile income level';
 7] 
To review how 'absolute' poverty relates to these various defined notions of 'relative' poverty, particularly over time;
 8] 
To look at the extent of income polarization; in particular, to review the differences between the richest and poorest groups in the population; for example, to compare the top 10 percent with the bottom 10 percent of income earners;
 9] 
To monitor whether the rich are getting richer or the poor [relatively] poorer over time;
10] 
To identify those who are vulnerable and potentially at greatest risk of falling into poverty.


While most of these statistical constructs do not necessarily translate automatically into specific policy actions, they are nonetheless relevant to status analysis and the setting of operational benchmarks to permit subsequent poverty monitoring on a consistent and comparable basis.  They also indicate how poverty and inequality are inter-connected from a policy perspective.
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