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1.

Introduction
This paper tries to assessprogressin reducingconsumptionpovertyin the

developingand transitioneconomiesin 1987-98. We considervariousdefinitionsof
what it means to be "poor". Onedefinitionsays that someoneis poor if she lives in a
householdwith a per capitaexpenditure(whetherin cashor kind) that is insufficient
whenjudged by what "poverty"typicallymeans in the world's poorestcountries.This
definitionjudges povertyby standardscommonin SouthAsiaand much of Sub-Saharan
Africa,no matter whereone actuallylives.
We also considertwo broaderdefinitions. In one, we count as poor all those who
would be judged so by standardsmoretypical of developingcountriesin East Asia
(exceptChina),North Africa,and poorercountriesin EasternEurope and CentralAsia.
In anotherdefinition,we say someoneis poor if she wouldprobablybe judged so if
living in the poorest countries,or if she has an unusuallylow consumptionlevel relative
to others in the actual countryof residence.
Whilewe try to be eclecticaboutthe definitionof consumptionpoverty, we
recognizethat there are limitationsof all our definitions- limitationsthat we cannotdo
anythingabout with the data available.Potentiallyimportantexamplesare the fact that
our definitionof povertydoesnot directlyreflect inequalitywithinthe household,and
that differencesin commandover non-marketgoods are ignored.
Implementingeven our somewhatnarrowdefinitionsis nonethelessdifficult
giventhe data available.Our assumptionsin this papercloselyfollowthose of Chen et
al., (1994)and Ravallionand Chen(1997),whichprovidemorecompletedescriptionsof
the pros and cons of the methodsused. Here we focus on the differenceswith our past
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methods, and present the main results of our up-date, drawing on new survey data and
new price data for exchange rate conversions.' These estimates override all previous
estimates from this project, in that we have re-calculated everything back in time in the
light of the new data.
The next section describes country coverage of the data set we have constructed.
Section 3 describes the poverty line and exchange rates, while section 4 focuses on the
measures of poverty. Our main results for absolute poverty are discussed in section 5.
Section 6 tests their sensitivity to using instead a measure that takes account of relative
consumption when deciding who is poor. Section 7 discusses the proximate causes or
our main findings, drawing on other literature. Section 8 concludes.

2.

Coverage of the data set
The first estimate under this project was for 1985 and was based on household

surveys for 22 countries, with an extrapolation model used for another 64 countries
(World Bank, 1990, Chapter 2; Ravallion et al., 1991). As more survey data became
available, the extrapolation model was dropped in favor of the assumption that the
average poverty rate for countries without distributional data equaled that for countries
with such data at the regional level; Chen et al., (1994) discuss this assumption further.
The first attempt to assess progress over time was Chen et al., (1994), which
provided estimates for 1985 and 1990 using data for 44 countries. The last up-date prior
to this paper used data from 122 surveys for 67 countries to make estimates for 1987,
1990 and 1993 (World Bank, 1996; Ravallion and Chen, 1997). The data set then
' A web site is also in preparationthat will give furtherdetails,includingthe individualcountry
estimates.The latestyear's estimatesat countrylevel are also publishedin the WorldBank's
World Development Indicators (see,for example,WorldBank,2000a).
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represented 85% of the population of the developing world (by which we mean Part 2
member countries of the World Bank). The present up-date provides estimates for 1987,
1990, 1993, 1996 and 1998 using distributions from 265 national surveys from 83
countries representing 88% of the total population of the developing world.
As in the past estimates, all poverty and inequality measures are estimated from
the primary (unit record or tabulated) survey data. Unlike all other compilations of
distributional data that we know of, no secondary sources are used; we have not used any
pre-existing estimates from other compilations or country studies. The measures of
household living standards are normalized by household size. The distributions are
weighted by household size and sample expansion factors (when relevant) so that a given
fractile (such as the poorest decile) should have the same share of the country-specific
population across the sample.2 The data come in various forms, ranging from micro data
to grouped tabulations; Chen et al. (1994) and Ravallion and Chen (1997) discuss our
estimation methods for grouped data.
As in past work, we have tried to eliminate any obvious comparability problems,
either by re-estimating the consumption/income aggregates or the more radical (though
thankfully not common) step of dropping a survey. However, there are comparability
problems that we cannot deal with; for example, it is known that differences in survey
method (such as in questionnaire design) and definitions can create non-negligible
differences in the estimates obtained for consumption or income. Aggregation will
presumably reduce these problems but any regional differences will remain.

It is still surprisinglycommonto mix householdfractilesand person fractilesin data sets,and
it is often unclearwhich is which;this matterssince householdsize is negativelycorrelatedwith
consumptionper person,and the size of this correlationvariesfrom countryto country.
2
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Table 1 lists the surveys used, with their dates and welfare indicators, and
population coverage. Coverage varies greatly by region, ranging from 53% of the
population of the Middle East and North Africa to 98% of the population of South Asia.
Not all of the surveys available were included. We also had access to survey data
for Cambodia, Croatia, Djibouti, Guinea, Guinea-Bissau, Papua New Guinea and
Vietnam, but data were missing on either the purchasing power parity exchange rates of
consumer price indices. (These data are discussed further in the next section.) We also
had surveys for Tanzania (1993) and Ghana (1992 and 1997) but we chose not to use
them because of serious comparability problems that we could not resolve satisfactorily.

3.

Exchange rates and poverty lines
Past estimates used the Penn World Tables (PWT) as the source of Purchasing

Power Parity (PPP) exchange rates for consumption (Ravallion et al., 1991; Chen et al.,
1994; Ravallion and Chen, 1997). However, in this version of the data set we have
switched to the consumption PPP estimates produced by the World Bank, both because of
their availability and for consistency with other World Bank data. The Bank's 1993 PPPs
are based on new price and consumption basket data collected by the 1993 International
Comparison Project (ICP) which covered 110 countries. PPPs from PWT 5.6 are based
on 1980s ICP data and covered only 60 countries. The two sets of PPPs are not
comparable with each other even for the same year.
The international poverty line in our past work was set at $1 per day at 1985 PPP.
We re-assessed this poverty line to be consistent with the 1993 PPP's. The original
$ 1/day poverty line was chosen as being representative of the poverty lines found
amongst low-income countries (Ravallion et al., 1991). The same principle was applied
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in up-dating the poverty line with the new PPPs. The equivalent line in 1993 PPP is
about $1.08 a day in 1993 price ($32.74 per month); this is the median of the lowest ten
poverty lines within the same set of countries used by Ravallion et al. (1991). This is the
main poverty line we will focus on here, and we will simply call it the $1/day line.3
We also re-ran the regression model for poverty lines reported in Ravallion et al.
(1991), using the new PPPs. That paper regressed the log of the country-specific poverty
line on a quadratic function of consumption per capita, also at PPP; we can re-write that
specification in the equivalent form:

lnz, a + /(c,

- Cmin)

+ Y(C,- Cmin)2 + gi

(i=1 ,..,n)

(1)

where zi is the poverty line for country i with consumption per capita c, (with c. 2 c>
the lowest consumption per capita in the sample) in a sample of n countries while a,,6, y
are parameters we include a zero mean i.i.d. error term. Notice that the intercept in (1)
gives the lower bound to the log poverty line, for the poorest country in the sample.
We estimated equation (1) on the Ravallion et al., (1991) data set of poverty lines
for 33 countries (though one was dropped because the 1993 PPP rate was not available).
Our estimate of a was 3.46 (with a t-ratio of 40.5, based on the White standard error),
representing $1.05 per day ($31.96 per month), with a 95% confidence interval of ($0.88,
$1.24). (The regression coefficients on mean consumption and its squared value were
0.0040 and -1.56x10-6 with t-ratios of 6.54 and 2.81 respectively, and R2 =0.88.) So our
$1.08 poverty line is a close approximation to the poverty line one would expect to find
in the poorest country. The fact that there is such close agreement between the estimated

The original"$ per day" line was also roundedoff; it was actually$31 per month(Ravallionet
al., 1991). Later this was changedto $30.42per month(Chenet al. (1994).
3
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intercept of equation (1) and the median poverty line amongst the poorest 10 countries in
this sample illustrates that the relationship is very flat amongst poor countries.
The poverty rate on this basis must thus be deemed a conservative estimate,
whereby aggregate poverty in the developing world is defined by perceptions'of poverty
found in the poorest countries. We also give results for twice this line (to give a poverty
line more typical of low-middle income countries), as well as a relative poverty line,
which varies with mean consumption in the country of residence. Naturally these give
higher estimates of the extent of poverty, though our main concern here is with how
much impact they have on our assessment of the extent of progress in reducing poverty.

4.

Measuring absolute consumption poverty
In keeping with past work, we measure poverty in terms of household

consumption expenditure per capita. Of the 265 surveys, 181 allow us to estimate the
distribution of consumption expenditures; this is true of all the surveys used in the Middle
East and North Africa, South Asia and Sub-Saharan Africa (Table 1). For about one
quarter of the cases in which we do not have consumption distributions we do have
survey-based estimates of mean consumption, in which case we replace the income mean
by the consumption mean. (There is however no obvious basis for adjusting the Lorenz
curve; one expects higher inequality in an income distribution than a consumption
distribution for the same place and data.) When only an income distribution is available,
we follow past practice of re-scaling mean income by one minus the national saving rate.4

We also re-estimatedthe povertymeasureswithoutthis assumption;our main findings on
trends over time and regional comparisonsare unaffected;the main quantitativeeffect is to
decreasethe povertyrate in Latin America(for which incomedistributionsare more common
than other regions)by a few percentagepoints.Details are availablefrom the authors.
4
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Having converted the international poverty line to local currency at PPP in 1993
we convert to the prices prevailing at each survey date using the country-specific official
Consumer Price Index (CPI). The weights in this index may or may not accord well with
consumer budget shares at the poverty line. In periods of relative price shifts, this will
bias our comparisons of the incidence of poverty over time, depending on the extent of
utility-compensated substitution possibilities for the people at the poverty line.
To estimate regional poverty at a given reference year (1996, say) we "line up"
the surveys in time using the same method described in Chen et al., (1994) and Ravallion
and Chen (1997). Within 83 countries in our data set, 17 have only one survey; 31 have
two surveys and 35 have three or more surveys over the period 1980 to 1998. If there is
only one survey for a country, then we estimate measures for each reference year by
applying the growth rate in real private consumption per person from the national
accounts to the survey mean

-

assuming in other words that the Lorenz curve for that

country does not change.5 When the reference date (1993 say) is between two surveys
(1989 and 1995 say), we do the following. We first estimate the mean consumption at the
reference year using the NA growth rate between the survey year and the reference year.
Based on the example here, we have two means at the reference year based on two
surveys, M93(89) and M93(95) where M93(t) is the estimated mean for 1993 using the
survey for year t. Then we calculate the mean at the reference year M93 using a time
weighted average of M93(89) and M93(95). Next we estimate the poverty rate at the
reference year. Based on the 1989 distribution and M93, we get the H93(89). Similarly,

Forsome countries(Kazakhstan,Kyrgyz,Latvia,Lithuania,Moldova,Turkmenistan)theNA
consumptiondata was incomplete. Thenwe used insteadthe GDP per capitagrowthrate.
5
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based on the 1995 distribution and M93, we get H93(95). Then the poverty headcount for
1993 is the simple average of H93(89) and H93(95).
We had not originally planned making an estimate for 1998, but we wanted to see
how much impact the East Asia crisis might have had. The estimate for 1998 is naturally
the weakest; we only have actual 1998 surveys for China, Russia, Thailand, Belarus,
Latvia, Yemen, and 1997 surveys for India, Jordan, Nigeria, Panama and Pakistan. For
other countries, the calculated poverty measures assume that the distribution is
unchanged, and adjust mean consumption by applying the private consumption growth
rate between the latest survey date and 1998. Given the weaker coverage, we call the
1998 estimate "preliminary" (though there is a sense in which this is true of the estimates
for all years, which, as in the past, we will up-date in the future as new data are obtained).

5.

Results
Table 2 gives our estimates of the headcount indices for $1.08 at 1993 PPP. Table

3 gives the results for twice this poverty line.
There are some notable differences with our previous estimates. Comparing the
most recent common year (1993), we estimate a slightly lower aggregate headcount index
(28.2% below $1 per day, versus 29.4% in Ravallion and Chen, 1997). But there are
some notable differences in the regional composition of poverty. The estimated poverty
rate for 1993 has risen sharply in Sub-Saharan Africa (49.7%, versus 39.1% in Ravallion
and Chen), but fallen sharply in Latin America (15.3% versus 23.5%) and the Middle
East and North Africa (1.9% versus 4.1%), with small declines in South Asia (42.4%
versus 43.1%) and East Asia (25.2% versus 26.0%), and a small increase in Eastern
Europe and Central Asia (4.0% versus 3.5%). While there have been many changes in
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the survey data available, these changes in the estimated regional composition of
aggregate poverty are largely due to the changes in PPP exchange rates.
The new estimates suggest that the aggregate poverty rate has fallen over the
period, from 28.3% of the 1987 population living in households with consumption per
capita below $1 per day to 24.0% in 1998. Over the longest comparable period (19871993) our new results suggest less progress in reducing poverty. (In Ravallion and Chen,
1997, we found that the aggregate poverty rate fell by 4% from 30.7% in 1987 to 29.4%
in 1993; over the same period, we find less than a 1% decline.) This reflects the higher
share of poverty attributed to Sub-SaharanAfrica, where (by both sets of estimates) the
poverty rate increased over the period 1987-93.
In common with past estimates, we find however that the decrease in the average
poverty rate was not sufficient to reduce the aggregate number of poor, with 1.2-1.3
billion people living below $1 per day line. If we exclude China, the total number of
poor has risen steadily over the period (Table 2).
We find that the trend reduction in poverty in East Asia reversed at the time of the
crisis. The aggregate change is small -a 0.4 percentage point increase in the proportion
of the population living under $1 per day in the region. However (in common with most
other assessments of the welfare impact of such crises), this "before-after" comparison
does not take account of what the poverty rate in the region would have been without the
crisis. The counter-factual increase is clearly larger, given the progress prior to 1998.
To assess the counter-factual we forecast forward from the data prior to the crisis.
In particular, we fit a least squares line through the data for East Asia prior to the crisis,
and use this to predict what the incidence of poverty would have been in 1998 without the

10

crisis. This assumes that the pre-crisis pace of poverty reduction would have been
sustainable without the crisis. We ignore any impacts on China's poor; the welfare impact
of the crisis on China was thought to be small at the time, and this is consistent with the
fact that 76% of the increase in the number of people living under $1 per day in the
region was outside China (Table 2). Fitting a linear trend to the $1 per day poverty rates
for 1987-96 for East Asia (excluding China) one obtains an estimate of 7.42% for the
headcount index in 1998 (with a standard error of 1.06).6 Comparing this to the estimate
for 1998 in Table 2 suggests that the crisis increased the incidence of poverty in the
region (excluding China) by four percentage points, representing 22 million peoplemore than twice the impact suggested by the "before-after" comparison. The aggregate
number of poor (over all regions) rose by eight million (Table 2). So this assessment of
the counter-factual suggests that we would have seen a continuing decrease in the number
of poor in the developing world after 1993 if not for the East Asia crisis.
Performing the same calculation for the $2 poverty line, the projected poverty rate
for 1998 is 39.34% (standard error of 1.36), as compared to the figure of 44.96% in Table
3. Thus the number of people living under $2 per day would have fallen by an extra 33
million without the East Asia crisis. Unlike the $1 line, this would not have been
sufficient to achieve a reduction in the aggregate number of poor in 1998, which rose by
more than 33 million when compared to 1996 (Table 3).
These calculations must be treated with some caution. For example, it should be
recalled that for many countries the 1998 estimate is a distribution-neutral extrapolation;
if distribution improved (worsened) in the crisis, these calculations will over- (under-)

The regressionline is 7.42-1.49(year-1998)with t-ratiosof 7.01and -10.26 (significantat the
2% and 1% levels respectively);the R-squaredis 0.98.
6
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estimateits impact relative to the counter-factual.There is no obviousbasis for a
judgementof the likely bias, fromthe evidenceavailable.7 Nor can we be sure that the
pre-crisisrate of growth wouldhave continuedif there had been no crisis (thoughthe
high growthrates were not widelythoughtto be unsustainableat the time).
Turningto other regions,we finda trend increasein povertyin EasternEurope
and CentralAsia. The numberof peoplein this region estimatedto live belowthe $1 per
day line increasedfrom I millionto 24 million over this period. Overthe wholeperiod,
the povertyrate has changedlittle in Latin Americaandthe Caribbean,thoughthere are
signsof a small net gain to the poorin the 1990s.There is a markedfall in the incidence
of povertyin the Middle East and NorthAfrica, thoughmost of this was in the late 1980s.
There is a trend decreasein the povertyrate in SouthAsia, with a fivepercentage-point
drop in the percentageof the populationliving under $1 per day. Thiswas not enough to
preventrisingtotal numberof poorin this region. Therewas no net reductionin the
povertyrate of Sub-SaharanAfricaover the period.
Throughoutthe period,the region with the highestpovertyincidencerelativeto
the $1 per day line is Sub-SaharanAfrica,followedcloselyby SouthAsia, though the
rankingreverses if one uses the "$2" povertyline in Table 3. Togetherthesetwo regions
accountedfor 68% of those livingbelow$1 per day in 1998,up from 58% in 1987;six
percentagepoints of this increasewas in Sub-SaharanAfrica,whichaccountedfor 24%
of the poor in 1998by this measure,up from 18%in 1987.
East Asia came third in termsof the incidenceof povertyinitially,but its rapid
reductionin poverty (up to the crisis)meantthat Latin Americaovertookit in the midWorldBank(2000b)presentevidenceofa decreasein inequalityin Indonesiaduringthe 1998
crisis,buttherewasa smallincreasein(urban)inequalityinKoreaandThailand.
7
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1990s. Eastern Europe and Central Asia started the period as the region with the lowest
poverty incidence, but by the end of the period it had overtaken Middle-East and North
Africa, though this is not robust to the choice of poverty line (comparing Tables 2 and 3).
Comparing Tables 2 and 3 we see sizable differences in how much doubling the
poverty line adds to the headcount index. This has bearing on the poverty impact of
consumption growth. From Tables 2 and 3 we can calculate the percentage reduction in
the $2 per day headcount index from a doubling of mean consumption holding the Lorenz
curve constant.8 The aggregate impact is a 57% reduction. The lowest impact is in SubSaharan Africa for which the $2 poverty rate falls by 39%, and the highest is Middle East
and North Africa, where it falls by 91%. Between these extremes, a doubling of mean
consumption reduces the $2 poverty rate by 69% in East Asia, 74% in Eastern Europe
and Central Asia, 57% in Latin America, and 52% in South Asia.
Table 4 gives the poverty gap indices; these follow a similar pattern to the
headcount indices.9 The regional rankings are identical to the headcount index, but there
are some differences in magnitudes. The most notable is the proportionately larger
difference in the poverty gap index between Sub-Saharan Africa and South Asia;
although the headcount index is only slightly higher in Africa, the poverty gap index for
the $1 per day line is far higher.
Thus there is greater depth of poverty in Africa, suggesting that (unless inequality
falls) it will take more growth to have the same proportionate impact on Sub-Saharan
Africa's poverty gap as South Asia's, similarly to what we found for the headcount index.

s This calculationuses the fact thatthe headcountindex is homogeneousof degree zero between
the mean and the povertyline, holdingthe Lorenzcurveconstant.
9 The povertygap indexis meandistancebelowthe povertylinewhere the mean is takenover
the whole population,countingthe non-pooras havingzero povertygap.
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This is borne out by the Kakwani(1993)elasticitiesof the povertygap index to
distribution-neutralgrowth,whichare -1.31 for Sub-SaharanAfricaversus -3.21 in
South Asia (for the $1 per day line in 1998).loThe correspondingelasticitiesfor other
regionsare -2.67 for East Asia (-3.45 excluding China),-2.29 for Eastern Europe and
CentralAsia, -1.93 for Latin America,-9.26 for the MiddleEast andNorth Africa
(thoughthis is deceptive,giventhat proportionatelyfewerpeoplelive below the $1 per
day line in this region; usingthe $2 line the elasticityfalls sharply,to -1.35). The overall
elasticityfor the developingworld is -2.33. This has changedlittle over time (the value
for 1987is -2.28), and it has also provedquite resistantto changesin the data and
assumptions(the first estimatefor 1985was -2.2; see Ravallionet al., 1991).
Poverty-gapcomparisonsover time are also similarto the headcountindex. One
noticeabledifferenceis how muchfasterthis index of povertyhas fallen in South Asia
than the headcountindex; overthe period 1987-98we find a 27% drop in South Asia's
povertygap index for the $1 per day line, versus 11%for the headcountindex.
6.

Allowing for low relative consumption
So far we have aimed to treat the same consumption level (at PPP) the same way

no matter what country a personlives in. It has been arguedthat this does not capture
relative deprivation,such that a poor personneeds higherconsumptionwhen living in a
rich country, so as to participatefully in that society.
While one might acceptthis point in principle, it is far from clear how exactly one
shouldimplementit empirically. A commonpractice in measuringpoverty in OECD

'° The elasticityof the povertygap index(PG) to growthin the meanholdingthe Lorenz curve
constantis 1-H/PG, whereH is theheadcountindex(Kakwani,1993).
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countriesis to use a povertyline that is half of meanincome in each country (Atkinson,
1998 and Smeeding,1997). However,this would entailcounting people as not being
poor in poor countrieseven though they fall belowprevailingpovertylines in those
countries.One could insteaddraw on the povertymeasuresthat are actuallyused in the
countriesconcerned.(World Bank,2000a, providesa compilationfrom the World Bank's
own povertyassessments.)However,this raises furtherconcernsabout comparabilityin
the country-specificwelfareindicatorsused; some countriesprefer income, some
consumption,for example.And the measuresdo not line up in time. Yet anotheroption is
to use the povertylines actuallyfound in countrystudies,but apply them to our
distributionaldata. However,there are clearlyidiosyncraticfactors in these povertylines;
they are often gearedto specificfeaturesof the welfare indicatorused, and they are not
immunefrom local politicalmanipulation.A moreattractiveoption might be to adjustthe
poverty line accordingto equation(1).I! However,whilethis equationmakes sense as a
basis for estimatingthe expectedpoverty line in the poorestcountry,it is not the most
obvious way one can think about settingrelativepovertylines.12
AtkinsonandBourguignon(1999)propose an alternativeapproachin which the
poverty line is $ 1/dayin the poorestcountrybut doesnot rise with average consumption
until it reachesa critical value, afterwhich it rises proportionatelyto consumption.They
derive this specificationby assumingthat a personis deemedpoor if she does not attain
" In commentson Ravallionet al., (1991),the late Bela Balassasuggestedthat equation(1)
should be used for this purpose.The suggestionwas neverpursued,on the groundsthat the focus
should remainabsolutepovertyin termsof consumption.Of course, if insteadone defines
absolute povertyin the space of utilityand assumesthat utilitydepends on both own consumption
and relativeconsumptionthen it is easy to see that the consumptionpoverty line will rise with
mean consumption(Ravallion,1998). A similarargumentcan be made in the space of
capabilities,followingSen (1985).
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either the $1 per day consumptionlevel (looselyinterpretableas physical needs),or a
given proportionof mean consumption("socialneeds").
In principleone can also generatea smoothconvexcurve such as in equation(1)
by allowingfor a list of socialneeds,each proportionalto consumption,but at different
rates.Then the Atkinson-Bourguignon
specificationwill be smoothedout, dependingon
how many of these needs there are. With this extensionto theirmodel one can also
rationalizethe type of smoothconvex model in Ravallionet al (1991) and Ravallion
(1998). However,the Atkinson-Bourguignon
proposaloffersa more intuitive and
parsimoniousrepresentationof the relationshipthan equation(1), and fits the dataquite
well, with a sum of squaredresidualsonly slightlyhigherthan the specificationin
equation(1).
We chose a slightlymodifiedversion of the Atkinson-Bourguignon
specification
in measuringrelativepovertyin this section.In particular,we assumethat to be deemed
"not poor" a person must meetboth the "$1 per day" absoluteconsumptionstandardand
consumemore than some proportionof the mean consumptionin the countryof
residence. We set the constantof proportionalityto avoidsocialexclusionat onethird;
this gave the best fit to the dataused in settingthe $1.08povertyline."3 The povertyline
in $'s per day at 1993PPP for any countryis then givenby max($1.08,c, /3) wherec is
mean consumptionper capita in 1993at 1993 Ppp.14

12 Theelasticityof thepovertylineto meanconsumption
is unbounded
aboveusingequation(1).
However,unitywouldseema plausibleupperbound.
13 By eye-balling
the data,AtkinsonandBourguignon
chosea slopeof 0.37,basedon the
Ravallionet al.,(1991)data.Onthenew1993PPPrates,a slopeof onein threefitsthe data
slightlybetterin termsof the sumof squarederrors(basedona linesearchat 0.01intervals
between0.30and0.50).
14 Countriesin a neighborhood
ofthekink(+/- 15%of $3.23consumption
per dayin 1993)
includeCoted'Ivoire,Gambia,Ghana,Moldova,Pakistan,Senegal,andZimbabwe.
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However, we do not change the real value of the poverty line over time in any
given country. If we did, then for those countries with mean consumption above $3.24
per day, the poverty measures would then be independent of absolute levels of
consumption (an depend solely on the percentile of the population for which the Lorenz
curve as a slope of 1/3). Furthernore, while less poor countries tend to have higher
poverty lines, it appears to be rare to observe changes (in either direction) in the real
value of the poverty line in developing countries with changes in average consumption
over the length of time we are considering here.
Table 5 gives the results. As one would expect the poverty rate rises sharply in
East Asia (outside China), Eastern Europe and Central Asia, Latin America, and the
Middle East and North Africa. The overall headcount of the poor rises to 1.6 billion.
Trends over time are little affected.
The greatest proportionate impacts on the headcount index of allowing for low
relative consumption are for the Middle East/North Africa and Eastern Europe/Central
Asia. However, the impact on Latin America and the Caribbean is probably more nc-table
because this region now emerges as the one with the highest incidence of poverty, with
slightly over half the region's population live in poverty by this definition. The mean
poverty line for Latin America is three times the $1.08 line (Table 5).5 With this
magnitude of upward adjustment to the poverty line it is not surprising that this region
overtakes South Asia and Sub-Saharan Africa. Of course, as one can already guess from
Table 3, much more than half of the populations of South Asia and Africa live below
Latin America's mean poverty line.
'5 We presentthe (population-weighted)
meanpovertylines in Table 5 for expository
purposes
only;country-specificpovertylines were usedfor the calculations.
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7.

Why was there not more progress against poverty?
In the aggregate,and for some largeregions,all our measures suggestthat the

1990sdid not see much progressagainstconsumptionpovertyin the developingworld.
Yet this was a periodof aggregateeconomicgrowth;the overallrate of growthin real per
capita privateconsumptionfor the low- and middle-incomecountriesover 1990-97was
2.6% per year (WorldBank, 2000a).The elasticityof the aggregate($1/day)povertygap
in 1987 was -2.3. Even assumingno growthfrom 1987to 1990, an annualrate of growth
in mean consumptionof 2.6% over 1990-97alonewould have virtuallyhalvedthe
aggregatepovertygap, as long as overall inequalitydid not worsen.
Whatwent wrong?Risinginequalitywas onefactor.As the first paperfrom this
project showed(Ravallion,et al., 1991),the world distributionof consumptionin 1985
was such that it would not take much of an increasein overallinequalityto wipe outthe
benefitsto the world's poor of modestgrowthin consumptionper capita. The simulations
in Ravallionet al. (1991)indicatedthat about a fourpercentincrease in the world's Gini
index, spreadover 15 years from 1985,wouldbe sufficientto wipe out the gains to the
poor from a sustainedone percentper annumrate of growthin consumptionper capita.16
There is now evidenceof quite sharplyrisinginter-personalincome inequalityin the
world duringthis period; Milanovic(1999)estimatesthat the world Gini indexincreased
by 5% between 1988and 1993(from 0.63 to 0.66). This couldeasily wipe out the gains
to the world's poorfrom global economicgrowth.

16 Thesimulations
assumedthatthe worldLorenzcurveshiftsoutbyan equalproportionat all
points(followingtheassumptionmadeby Kakwani,1993).
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Why was world inequality rising? Very few individual countries have
experienced a trend increase in inequality over the longer term (a few decades, say)
(Bruno et al., 1998).17 Over shorter periods (one to five years) one finds rising inequality
in about half the developing countries, though this is uncorrelated with growth rates in
average household consumption per capita (Ravallion and Chen, 1997).
The more important factor in rising global inequality has been rising inequality
between countries. This accounts for three-quarters of the increase in the world Gini
index from 1988 to 1993 (Milanovic, 1999). The unconditional growth divergence we
have seen in the 1980s and 1990s -

whereby growth rates have tended to be lower in

poorer countries (Pritchett, 1997) -

appears to be a far more important reason for the

low rate of aggregate poverty reduction than rising inequality within poor economies.
Nonetheless, even when it is not rising, inequality within countries is an important
constraint on prospects for pro-poor growth. There is evidence that the same rate of
growth can have very different impacts on absolute consumption poverty (Ravallion,
1997). Differences in the growth elasticities of absolute poverty appear to arise in large
part from initial inequalities in incomes, education attainments and other dimensions
(including geographic differences within countries). Indeed, there is evidence that initial
inequality is too high in some countries to assure poverty-reducing growth even when the
fundamentals are conducive to growth (Ravallion, 1997)."8
While Sub-SaiharanAfrica is certainly not the only place where inequality
impedes pro-poor growth, the depth of poverty (even relative to its high incidence) in that

"7 Chinais one of the few cases of steadilyrising inequalitysincethe mid-1980s,thoughgiven
its populationweight,this is an importantexception.
's On the role of inequalitiesin both non-incomedimensionsin inhibitingpro-poorgrowthsee
Ravallionand Datt(1999) (using data for India).
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region carries a warning for the future. Africa will probably need a higher growth rate
than South Asia (where the incidence of poverty is currently only slightly lower than
Africa) to achieve the same rate of poverty reduction in the coming years. Yet private
consumption per capita contracted in Sub-Saharan Africa over 1990-97 (at -1.2% per
year, versus 2.6% growth for low and middle income countries as a whole; World Bank,
2000a).

8.

Conclusions
We have provided new estimates of the extent and depth of absolute consumption

poverty in the developing world, and the incidence of relative consumption poverty, over
1987-98. In measuring absolute consumption poverty we have followed past practice in
using an international poverty line that accords with an idea of "poverty" typical of the
poorest countries. This gives a poverty line of about $1 per day, though we have also
considered a line arbitrarily set at twice this value. In estimating the incidence of relative
consumption poverty, we also count as poor people who consumed more than $1 per day
but less than one third of mean consumption in their country of residence. We have
drawn on new household survey and price data, and all past estimates from this project
have been revised in the light of the new data.
We find that the percentage of the population of the developing world living
below $1 per day in 1998 was 24%, about four points lower than 1987. Factoring in our
allowance for low relative consumption brings the incidence of poverty in 1998 up to
32%, also four percentage points lower than in 1987. The total number of poor was about
the same at the end of this period as the beginning. Roughly 1.2 billion people lived
below $1 per day, while a further 0.4 billion consumed more than this amount, but less
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than one third of the mean in their country of residence. Between 1993 and 1998 we did
see a fall in the number of poor, by about 100 million; this is largely accountable to a
sharp decline in the number of people consuming less than $1 per day in China.
Without the East Asia crisis, a continuation of the trend decline in poverty in East
Asia would have meant a slightly lower number of people living below $1 per day in the
1998 than 1987. However, even factoring out the effect of the crisis, the number living
below $2 per day rose over the period.
These aggregates hide diverse experiences over time and across regions. Only two
regions saw falling numbers of consumption poor, namely East Asia (though with a
reversal due to the crisis) and the Middle East and North Africa. The proportion of people
living below $1 per day fell steadily in South Asia, but not enough to prevent rising
numbers of poor. The proportion fell in Sub-Saharan Africa after 1993, though again not
enough to prevent rising numbers of poor. The poverty rate fluctuated with no clear trend
in Latin America. And it rose dramatically in Eastern Europe and Central Asia, though
from a low base by the standards of what poverty means in poor developing countries.
Drawing on other literature, we have suggested two proximate causes of the low
overall rate of poverty reduction in the 1990s, despite aggregate economic growth in the
developing world. Firstly, too little of that economic growth was in the poorest countries.
Secondly, persistent inequalities (in both income and non-income dimensions) within
those countries and elsewhere prevented the poor from participating fully in the growth
that did occur.
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Table 1. Coverageof the DataSet
Region

EastAsia

% of 1998 Country
population
represented
90.8

China
Indonesia
Korea
Laos
Malaysia
Mongolia
Philippines
Thailand

Surveydates

Welfare indicator

1985, 1990, 19921998
1984, 1987,1990, 1993,1996
1988, 1993
1992
1984,1987, 1992,1995
1995
1985, 1988, 1991,1994,1997
1981, 1988
1988, 1992, 1996,1998

Income
Expenditure
Income
Expenditure
Income
Expenditure
Expenditure
Income
Expenditure

EasternEurope
& CentralAsia

81.7

Albania
Belarus
Bulgaria
CzechRepublic
Estonia
Hungary
Kazakhstan

1997
1988,1993, 1995,1998
1989,1992, 1994,1995
1988, 1993
1988, 1993, 1995
1989, 1993
1988, 1993
1993, 1996
KyrgyzRepublic
1988, 1993
1993, 1997
Latvia
1988, 1993,1995,1998
Lithuania
1988, 1993,1994,1996
Moldova
1988, 1992
Poland
1985, 1987,1989,1993
1990, 1992,1993-96
Romania
1989, 1992,1994
RussianFederation 1988, 1993
1993, 1996,1998
SlovakRepublic
1988, 1992
Slovenia
1987, 1993
Turkey
1987, 1994
Turkmenistan
1988, 1993
Ukraine
1988, 1992
1995, 1996
Uzbekistan
1988, 1993

Expenditure
Income
Expenditure
Income
Income
Income
Income
Expenditure
Income
Expenditure
Income
Income
Income
Income
Expenditure
Income
Income
Expenditure
Income
Income
Expenditure
Income
Income
Expenditure
Income

Latin America
& Caribbean

88.0

Bolivia
Brazil
Chile
Colombia
Costa Rica
DominicanRepublic

Income
Income
Income
Income
Income
Income
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1990
1985, 1988-89,1993,1995-96
1987, 1990, 1992,1994
1988,1991, 1995-96
1986, 1990,1993,1996
1989, 1996

1988,1994-95
1989,1995-96
1987,1989
1993
1989-90,1992,1994, 1996
1988-90,1993,1996
1984,1992
1989,1995
1993
Nicaragua
1989,1991,1995-97
Panama
1990,1995
Paraguay
1985,1994,1996
Peru
1994, 1996
1995
St. Lucia
Trinidadand Tobago 1988,1992
1989
Uruguay
1981,1987,1989,1993,1995Venezuela
96

Ecuador
El Salvador
Guatemala
Guyana
Honduras
Jamaica
Mexico

Expenditure
Income
Income
Expenditure
Income
Expenditure
Expenditure
Income
Expenditure
Income
Income
Expenditure
Income
Income
Income
Income
Income

MiddleEast &
North Africa

52.5

Algeria
Egypt,Arab Rep.
Jordan
Morocco
Tunisia
Yemen

1988,1995
1991,1995
1987,1992,1997
1985, 1990
1985,1990
1992, 1998

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

SouthAsia

98.0

Bangladesh
India
Nepal
Pakistan

Expenditure
Expenditure
Expenditure
Expenditure

Sri Lanka

1984-85,1988,1992, 1996
1983,1986-90,1992, 1994-97
1985,1995
1986/87,1990/91,1992/93,
1996/97
1985,1990,1995

Botswana
BurkinaFaso
CentralAfricanRep.
Coted'Ivoire
Ethiopia
Gambia
Ghana
Kenya
Lesotho
Madagascar
Mali
Mauritania
Mozambique
Niger
Nigeria
Rwanda

1985/86
1994
1993
1985-88,1993,1995
1981, 1995
1992
1987,1989
1992,1994
1986,1993
1980,1993,1997
1989,1994
1988, 1993,1995
1996/97
1992,1995
1985,1992,1997
1983/85

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

Sub-Saharan
Africa

72.9
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Expenditure

1991, 1994
1989
1993
1991
1988,1992
1991, 1993,1996
1990/91

Senegal
SierraLeone
SouthAfrica
Tanzania
Uganda
Zambia
Zimbabwe

Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure
Expenditure

Note:Sincemakingthis listnewsurveyshavebecomeavailableforCroatia(1998),CzechRepublic
(1998),Morocco(1998/99)
(1996),Indonesia(1999),Malaysia(1997),Poland(1996),Turkmenistan
and Madagascar(1997).Whilethesedid not arrivein time,theywillbe includedin futureup-dates.
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Table2. Populationliving below$1.08 per day at 1993PPP
Region

Headcountindex(% living in
householdsthat consumeless
thanthe povertyline)
1996
1990
1993
1987

Number of poor (millions)
1998
(prelim.)

1987

1990

1993

1996

1998
(prelim.)

EastAsia
(excludingChina)

26.60
23.94

27.58
18.51

25.24
15.87

14.93
9.97

15.32
11.26

417.53
114.14

452.45
91.98

431.91
83.52

265.13
55.08

278.32
65.15

EasternEurope&
CentralAsia

0.24

1.56

3.95

5.12

5.14

1.07

7.14

18.26

23.82

23.98

LatinAmerica
& Caribbean

15.33

16.80

15.31

15.63

15.57

63.66

73.76

70.79

75.99

78.16

MiddleEast&
North Africa

4.30

2.39

1.93

1.83

1.95

9.31

5.66

4.95

5.01

5.55

SouthAsia

44.94

44.01

42.39

42.26

39.99

474.41

495.11

505.08

531.65

522.00

Sub-Saharan
Africa

46.61

47.67

49.68

48.53

46.30

217.22

242.31

273.29

288.97

290.87

Total
(excludingChina)

28.31
28.51

28.95
28.05

28.15
27.72

24.53
27.01

23.96
26.18

1183.19
879.81

1276.41
915.94

1304.29
955.89

1190.58
980.53

1198.88
985.71

Table 3. Population living below $2.15 per day at 1993 PPP
Numberof poor(millions)
1993
1990

HeadcountIndex (%)
1990
1993

1996

1998
(prelim.)

1987

Region
1987

1996

1998
(prelim.)

East Asia
(excludingChina)

67.04
62.90

66.11
57.33

60.52
51.61

48.63
42.78

49.10
44.96

1052.32
299.92

1084.44
284.92

1035.85
271.62

863.86
236.30

892.23
260.11

EastemEurope&
CentralAsia

3.59

9.55

17.17

19.91

19.92

16.35

43.83

79.38

92.67

92.87

Latin America
& Caribbean

35.54

38.09

35.07

37.00

36.44

147.56

167.21

162.20

179.82

182.86

MiddleEast &
North Africa

30.03

24.76

24.12

22.16

21.88

65.09

58.70

61.75

60.58

62.37

SouthAsia

86.30

86.76

85.41

85.02

83.96

911.04

975.95

1017.83

1069.48

1095.89

Sub-Saharan
Africa

76.52

76.37

77.76

76.87

75.57

356.64

388.24

427.76

457.67

474.81

Total
(excludingChina)

61.00
58.22

61.66
58.77

60.10
58.59

56.12
57.75

55.98
57.60

2549.01
1796.61

2718.37
1918.84

2784.77
2020.54

2724.09
2096.53

2801.03
2168.91
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Table 4. Poverty gap indices
Povertygap index(%) ($1.08)
1996
1990
1993

Region
1987

Poverty gap index(%) ($2.15)
1996
1993
1990

1998
(prelim.)

1987

1998
(prelim.)

East Asia
(excludingChina)

6.82
5.64

7.64
4.11

7.48
3.59

4.00
2.27

4.17
2.53

28.61
25.92

28.85
22.14

26.25
19.37

18.23
14.45

18.62
15.63

EasternEurope&
CentralAsia

0.05

0.99

1.29

1.54

1.56

0.88

2.38

5.58

6.37

6.32

Latin America
& Caribbean

5.22

5.95

5.81

5.28

5.32

15.54

17.10

15.37

16.06

15.79

MiddleEast &
North Africa

1.01

0.46

0.35

0.38

0.19

12.78

10.65

10.16

9.56

9.32

SouthAsia

12.97

12.00

11.17

10.55

9.50

41.90

41.42

40.27

39.90

38.88

Sub-Saharan
Africa

19.96

20.36

21.67

21.47

20.07

42.11

42.53

44.02

43.36

41.76

8.64
9.10

8.97
8.90

8.93
8.84

7.53
8.46

7.20
7.95

28.33
27.82

28.73
27.67

27.93
27.45

25.08
26.82

24.85
26.44

Total
(excludingChina)
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Table5. Relativepoverty
Region

Mean
poverty
line($/day,
1993PPP)

1987

Headcountindex
1996
1993
1990

1998
(prelim.)

1987

Numberof poor (millions)
1996
1993
1990

1998
(prelim.)

EastAsia
(excludingChina)

1.29
1.92

33.01
45.06

33.69
38.68

29.82
30.76

19.03
23.16

19.56
24.55

518.25
214.86

552.68
192.21

510.29
161.89

338.00
127.95

355.45
142.03

EasternEurope&
CentralAsia

2.71

7.54

16.19

25.34

26.08

25.60

34.35

74.29

117.12

121.39

119.34

Latin America
& Caribbean

3.31

50.20

51.48

51.08

51.95

51.35

208.43

225.97

236.24

252.50

257.71

MiddleEast&
NorthAfrica

1.78

18.93

14.49

13.62

11.40

10.76

41.03

34.35

34.86

31.16

30.69

SouthAsia

1.08

45.20

44.21

42.52

42.49

40.20

477.21

497.28

506.64

534.53

524.75

Sub-Saharan
Africa

1.33

51.09

52.05

54.01

52.80

50.49

238.10

264.60

297.09

314.39

317.20

Total
(excludingChina)

1.59
1.79

36.31
39.34

37.41
39.47

36.73
39.26

32.79
38.06

32.08
36.96

1517.37
1213.98

1649.17
1288.70

1702.24
1353.84

1591.97
1381.92

1605.13
1391.71
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