Measuring Global Poverty Right
Mission impossible?
M. G. Quibria

In September 2000, the United Nations held its “millennium summit”, at
which 189 member states unanimously endorsed a vision of global development that makes eliminating poverty and sustaining development the
overriding objective of global development efforts. This vision, enshrined
in the millennium development goals (MDGs), evolved out of the various
conferences organized by the UN in the past decade. The MDGs have
now come to constitute the internationally accepted framework for measuring and monitoring development progress.
The MDGs, comprising a formidable assortment of 8 goals, 18 targets,
and 48 indicators, lay down measurable results not only for the developing
countries but also for the developed countries and multilateral institutions
that fund development efforts. The first seven goals seek to alleviate
human deprivation in various forms and manifestations, whereas the
eighth goal—global partnership for development—is concerned with the
means to achieve the first seven goals. The UN Conference on Financing
for Development in Monterrey in March 2002 was focused on addressing
the issues related to the eighth goal of achieving greater international
cooperation. In the hierarchy of the MDGs, the first and foremost goal is
to reduce by half, between 1990–2015, the proportion of people whose
income is less than a dollar a day (a widely accepted yardstick to measure
extreme poverty). This threshold, which has obvious rhetorical appeal for
the governments of developed countries and international development
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agencies, also approximately corresponds with the poverty lines used by
many poorer countries.
However, estimating such poverty across developing countries and globally is by no means a simple exercise nor has it yielded unambiguous results.
This article provides a brief summary of the state of the art in global
poverty estimates, including the problems as well as the possible solutions.

Divergent sources of global poverty numbers
The traditional source of global poverty data has been the World Bank.
Since 1990—beginning with the publication of the World Development
Report 1990—World Bank economist Martin Ravallion, along with his collaborators, has been releasing data on the state of global poverty on a periodic basis. However, in recent years, the World Bank has decided to adopt
a more transparent disclosure policy, allowing outside scholars easier
access to the relevant global data and information. This has enabled a
number of non-World Bank economists to further explore the data and
arrive at alternative estimates of dollar-a-day poverty for individual countries and for the developing world. Though these estimates are generally
related to the World Bank poverty numbers, across time and over countries, what is disconcerting is that these alternative poverty estimates
diverge significantly, in terms of magnitude, from those of the World Bank.
However, the common message that comes out of these alternative sets of
numbers is that the world has much less extreme poverty than what the
World Bank reports.
Mechanics of measuring global poverty, and the difficulties
To understand the source of this divergence, it is worth retracing the steps
taken to produce such estimates. The first step involves setting an international poverty line—the threshold income level that sets the poor apart
from the non-poor—and developing comparable poverty lines for each
developing country. This involves converting the dollar-a-day poverty line
into national currencies by using purchasing-power-parity (PPP) exchange
rates. These purchasing-power exchange rates are an index that reflects
the costs of buying a standard bundle of goods in each country relative to
the United States. However, there are a number of problems with the PPP
exchange rates, as they were not initially constructed for the purpose of
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