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Approaches to defining progress against poverty
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The counting approach

• Much focus on counting numbers of poor

• Within this approach the main focus is on absolute 
poverty goals (such as lifting one billion people out of 
extreme poverty by 2030). 
– Defined in terms of command over commodities, judged 

against the frugal poverty lines found in the poorest countries.

– Two people with the same purchasing power over 
commodities are treated the same way—both are either poor 
or not poor—even if they live in different countries.

• That is not the only dimension of poverty we care about, 
but it is an undeniably important dimension.  
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The relative approach to counting the poor

• The global standard of $1.25 a day has limited relevance 
to what “poverty” means in many countries.

• It does not allow for higher costs of social inclusion and 
relative deprivation in richer countries.

– Those costs must have  a positive minimum.

– This rules out “strongly relative” lines (Western Europe)—
under-estimate cost of social inclusion in poor countries.

• We need weakly relative poverty measures (Ravallion
and Chen). These have global relevance.

• Poverty judged by both absolute global standard and the 
standard typical of the country of residence. 
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The Rawlsian approach: 
The consumption floor

• When many people assess poverty they look to the level 
of living of the poorest.

• They focus on the consumption floor—the lowest 
expected level of living.

• If the poorest person sees a gain (loss) then (by 
definition) the consumption floor must rise (fall). 
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Same reduction in the poverty count 
but different implications for the poorest
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Arguments for monitoring the floor

• Rights-based approaches to justice
– Justice must be concerned with each citizen not averages

– Rights must be secured for all; none left behind.

– Mahatma Gandhi’s talisman: “Recall the face of the poorest 

and weakest person you have seen and ask if the step you 

contemplate is going to be any use to them.”

– Concern about leaving poorest behind (Ban Ki-moon, Guy 
Ryder, the Vatican)

• The 2013 U.N. report on setting new development goals, 
which argued that: “the indicators that track them should 
be disaggregated to ensure no one is left behind.”

8



Safety net policies aim to raise 
the consumption floor

• Statutory minimum wages that first appeared in the late 
19th century try to raise the consumption floor. 

• “Basic-income guarantee (BIG)”—a fixed transfer (every 
adult) aims to provide a firm floor to living standards. 

• The ILO recommends a comprehensive “Social 
Protection Floor.”

• Social policies across the world claim that they try to 
raise the floor, including China (Di Bao) and India
(National Employment Guarantee). 
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Trends in poverty reduction from all three perspectives
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Large reduction in absolute poverty 
since 1980; accelerating since 2000
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But might the counting approach pick up the lack of progress for 

the poorest if one looks well below the $1.25 line? 



This is not just about success in China!

• Since 2000 we have 
seen a marked 
acceleration in 
absolute poverty 
reduction outside 
China.

• (Ratification of 
MDGs at Millennium 

Summit of 2000? 
Maybe, but very 
hard to say.)
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Nor is it only people crossing $1.25 a day
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Much slower progress against relative 
poverty in the developing world
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Rising proportion of relatively poor: 
80% of the relatively poor in 1981 
were absolutely poor, but by 2008 the 
proportion had fallen to under half. 
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Absolutely poor

Relatively poor but not absolutely poor

Two-thirds of the increase in the number of people who are 
relatively poor but not absolutely poor is accountable to the 
decrease in the number of absolutely poor.



And much less progress in raising the 
consumption floor
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Absolute gains by percentile 1981-2011
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Development policies based on growth with little or no 
redistribution
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Economic growth has come with lower 
absolute poverty measures

• A stylized fact from the literature on developing 
countries is that growth in average living standards 
tends to come with lower incidence of absolute 
poverty. 

• Typically this has been demonstrated by focusing on 
prevailing poverty lines for low income countries, 
such as represented by the $1.25 a day line. 

• However, the incidence of ultra-poverty is no less 
responsive to growth in the mean. 
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Growth is a less important proximate 
cause of progress against relative poverty
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• Average elasticity of absolute 
poverty reduction to growth in 
the mean of around -2. 

• Weakly relative poverty is also 
responsive to economic 
growth, but less so.

• Elasticity of -0.4 for the relative 
poverty measure—one fifth of 
the value for absolute poverty. 

• And the elasticity will decline 
with growth.
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…and growth has delivered much less 
progress in raising the consumption floor

• Indeed, across countries, there has been no 
statistically significant gain to the poorest from 
economic growth.

• Growth has been far more effective in reducing the 
numbers of people living in poverty than in raising the 
level of living of the poorest.

• There are legitimate concerns about the poorest 
being left behind.

• Yet we have seen a marked expansion in Social 
Safety Nets (SSNs) in developing countries. Why so 

little progress in raising the floor despite expanding 

SSNs?
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Poor SSN coverage of poor people

• Only about one 
third of those in 
the poorest 
quintile are 
receiving help 
from SSNs. 

• And worse 
performance in 
poorer countries. 
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Good prospects for reducing the incidence of 
absolute poverty through economic growth 

• On the optimistic path: maintaining the new (post-2000) 
pace of absolute poverty reduction in the developing 
world will lift 1 billion out of extreme poverty by 2030.

– This will be achieved if the developing world can maintain 
a long-run 4% growth rate per person per year without 
rising overall inequality. 

– (Note: it does not require every country to grow at 4% 
with no change in inequality. This is a common mistake.)

• A threat to attaining the optimistic path: the 
concentration of poverty in natural resource-based 
economies and fragile and conflict-affected states.
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But growth policies alone may leave much 
relative poverty and leave poorest behind

• Much less progress against relative poverty; best we 
can hope for on the optimistic path with current 
policies is to put a halt to the rise in numbers of 
relatively poor.

• And major reforms to social policies in developing 
countries may well be needed to assure that the 
poorest are not left behind.
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Conclusion

• Lifting one billion people out of extreme absolute 
poverty would be a great achievement. With 
continuing effort, and some luck, this is within reach 
over the next 15-20 years.  

• But a reality check is needed: without very different 
policies to the past that will still leave a great many 
people who are poor by the standards of the country 
they live in. 

• And it will leave the poorest not much better off than 
now.
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Further reading
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