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fter two decades of unprecedented

economic growth, how much

have the lives of African families
improved? The latest estimates from the
World Bank suggest that the share of the
African population in extreme poverty did
decline—from 57 percent in 1990 to 43 per-
cent in 2012. At the same time, however,
Africa’s population continued to expand
rapidly. As a result, the number of people
living in extreme poverty still increased by
more than 100 million. These are stagger-
ing numbers. Further, it is projected that the
world’s extreme poor will be increasingly
concentrated in Africa.

With the adoption of the Sustainable
Development Goals, including the eradica-
tion of extreme poverty by 2030, successful
implementation of the post-2015 develop-
ment agenda will require a solid understand-
ing of poverty and inequality in the region,
across countries and population groups, and
in different dimensions.

Poverty in a Rising Africa is the first of
two sequential reports aimed at better under-
standing progress in poverty reduction in
Africa and articulating a policy agenda to
accelerate it. This first report has a modest,
but important, objective: to document the
data challenges and systematically review the

Foreword

evidence on core measures of poverty and
inequality, along both monetary and non-
monetary dimensions. The findings are both
encouraging and sobering.

Considerable progress has been made in
terms of data for measuring the well-being
of the population. The availability and qual-
ity of household survey data in Africa has
improved. At the same time, not all coun-
tries have multiple and comparable surveys to
track poverty trends. Reevaluating the trends
in poverty, taking into account these data
concerns, suggests that poverty in Africa may
be lower than what current estimates suggest.
In addition, Africa’s population saw progress
in nonmonetary dimensions of well-being,
particularly in terms of health indicators
and freedom from violence. While the avail-
able data do not suggest a systematic increase
in inequality within countries in Africa, the
number of extremely wealthy Africans is
increasing. Overall, notwithstanding these
broad trends, caution remains as data chal-
lenges multiply when attempting to measure
inequality.

While these findings on progress are
encouraging, major poverty challenges
remain, especially in light of the region’s
rapid population growth. Consider this: even
under the most optimistic scenario, there

Xi
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FOREWORD

are still many more Africans living in pov-
erty (more than 330 million in 2012) than in
1990 (about 280 million). Despite improve-
ments in primary school enrollment rates,
the poor quality of learning outcomes, as
evidenced by the fact that two in five adults
are illiterate, highlights the urgency of poli-
cies to improve educational outcomes, par-
ticularly for girls. Perpetuation of inequality,
in the absence of intergenerational mobility
in education, further highlights the long-run
consequences of failure to do so. Not surpris-
ingly, poverty reduction has been slowest in
fragile states. This trend is compounded by
the fact that violence against civilians is once
again on the rise, after a decade of relative
peace. There is also the paradoxical fact that
citizens in resource-rich countries are expe-
riencing systematically lower outcomes in
all human welfare indicators controlling for
their income level. Clearly, policies matter
beyond resource availability.

To maintain and accelerate the momen-
tum of progress of the past two decades, con-
certed and collective efforts are also needed
to further improve the quality and timeliness
of poverty statistics in the region. Domestic
political support for statistics can be the most
important factor in the quest for better data.
Development partners and the international
community also have an important role to
play in terms of promoting regional coop-
eration, new financing models, open access
policies, and clearer international standards.
This volume is intended to contribute toward
improving the scope, quality, and relevance
of poverty statistics. Because, in the fight
against poverty in Africa, (good) data will
make a difference. Better data will make for
better decisions and better lives.

Makbtar Diop
Vice President, Africa Region
World Bank
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Key Messages

Measuring poverty in Africa remains a challenge.

¢ The coverage, comparability, and quality of household surveys to monitor living standards
have improved. Still, by 2012, only 27 of the region’s 48 countries had conducted at least two
comparable surveys since 1990 to track poverty.

® Regular and good-quality GDP, price, and census data are also lacking.

¢ Technical approaches can fill in some gaps, but there is no good alternative to regular and
good-quality data. A regionwide effort to strengthen Africa’s statistics is called for.

Poverty in Africa may be lower than current estimates suggest,
but more people are poor today than in 1990.

¢ The latest estimates from the World Bank show that the share of Africans who are poor fell
from 57 percent in 1990 to 43 percent in 2012. Limiting estimates to comparable surveys,
drawing on nonconsumption surveys, and applying alternative price deflators suggest that
poverty may have declined by even more.

® Nonetheless, even given the most optimistic estimates, still many more people are poor
because of population growth: more than 330 million in 2012, up from about 280 million
in 1990.

¢ Poverty reduction has been slowest in fragile countries, and rural areas remain much poorer,
although the urban-rural gap has narrowed. Chronic poverty is substantial.

Nonmonetary dimensions of poverty have been improving.

¢ Health, nutrition, education, and empowerment have improved; and violence has diminished.

® But the challenges remain enormous: more than two in five adults are still illiterate, and the
quality of schooling is often low; after a decade of relative peace, conflict is on the rise.

¢ Nonmonetary welfare indicators are weaker in resource-rich countries, conditional on
income, pointing to the unmet potential of natural resource wealth.

Inequality in Africa has many dimensions.

¢ The data do not reveal a systematic increase in inequality across countries in Africa. But these
data do not capture extremely wealthy Africans, whose numbers and wealth are increasing.

¢ Spatial inequalities (differences between urban and rural areas and across regions) are large.

e Intergenerational mobility in areas such as education and occupation has improved, but
mobility is still low and perpetuates inequality.






cally over the past 20 years. Viewed

as a continent of wars, famines, and
entrenched poverty in the late 1990s, there
is now a focus on “Africa rising” and an
“African 21st century.”! At 4.5 percent a
year, average economic growth was remark-
ably robust, especially when contrasted with
the continuous decline during the 1970s and
1980s.

Substantial improvements in well-being
should have accompanied this expansion.
Whether or not they did remains unclear
given the poor quality of the data (Devara-
jan 2013; Jerven 2013), the nature of the
growth process (especially the role of natural
resources) (de la Briere and others 2015), the
emergence of extreme wealth (Oxfam 2015),
the heterogeneity of the region, and persis-
tent population growth of 2.7 percent a year
(Canning, Raja, and Yazbeck 2015).

Expectations are also rising. All develop-
ing regions except Africa have reached the
Millennium Development Goal (MDG) of
halving poverty between 1990 and 2015
(UN 2015). Attention will now shift to the
set of new global development goals (the Sus-
tainable Development Goals [SDGs]), which
include the ambitious target of eradicating
poverty worldwide by 2030. The poten-
tial for a slowdown in economic growth

Perceptions of Africa changed dramati-

Overview

and projections that the world’s poor will
be increasingly concentrated in Africa even
if the average 1995-2014 growth rates are
maintained suggest the need to focus the
global poverty agenda on Africa.

This report is the first of a two-part vol-
ume on poverty in Africa. This study docu-
ments the data challenges and revisits the
core broad facts about poverty in Africa; the
second report will explore ways to accelerate
its reduction.

The report takes a broad, multidimen-
sional view of poverty, assessing progress
over the past two decades along both mon-
etary and nonmonetary dimensions. The
dearth of comparable, good-quality house-
hold consumption surveys makes assessing
monetary poverty especially challenging.
The report scrutinizes the data used to
assess monetary poverty in the region and
explores how adjustments for data issues
affect poverty trends.?

At the same time, the remarkable expan-
sion of standardized household surveys on
nonmonetary dimensions of well-being,
including opinions and perceptions, opens
up new opportunities. The report examines
progress in education and health, the extent
to which people are free from violence and
able to shape their lives, and the joint occur-
rence of various types of deprivation. It also
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reviews the distributional aspects of poverty,
by studying various dimensions of inequality.

To shed light on Africa’s diversity, the
report examines differences in performance
across countries, by location, and by gen-
der. Countries are characterized along four
dimensions that have been shown to affect
growth and poverty: resource richness, fra-
gility, landlockedness (to capture geographic
openness and potential for trade), and income
status (low, lower-middle, upper-middle, and
high income).

Assessing the Data Landscape

According to World Bank estimates from
household surveys, the share of people liv-
ing on less than $1.90 a day (in 2011 inter-
national purchasing power parity [PPP])
fell from 57 percent in 1990 to 43 percent
in 2012, while the number of poor still
increased by more than 100 million (from
288 to 389 million).

These estimates are based on consumption
surveys in a subsample of countries cover-
ing between one-half and two-thirds of the
region’s population. Poverty rates for the rest
of the countries are imputed from surveys
that are often several years old using gross
domestic product (GDP) trends, raising ques-
tions about the accuracy of the estimates. On
average only 3.8 consumption surveys per
country were conducted in Africa between
1990 and 2012, or one every 6.1 years. In
the rest of the world, one consumption sur-
vey was conducted every 2.8 years. The aver-
age also masks quite uneven coverage across
countries. For five countries that together rep-
resent 5 percent of the African population, no
data to measure poverty are available (either
because no household surveys were con-
ducted or because the data that were collected
are not accessible, or, as in the case of one
survey for Zimbabwe, were collected during
a period of hyperinflation and unsuitable for
poverty measurement). As of 2012, only 27 of
48 countries had conducted at least two com-
parable surveys since 1990 to track poverty.

To be sure, the number of household sur-
veys in Africa has been rising. Africa now

ranks second to South Asia in terms of the
number of national household surveys per
country, according to the International
Household Survey Network catalog. The
region has an average of 24 surveys per coun-
try conducted between 1990 and 2012—
more than the developing world average
of about 22. This expansion was confined
almost entirely to surveys that do not collect
consumption data, however.

The increase in household consump-
tion surveys, which are the building blocks
for measuring poverty and inequality, was
sluggish, though coverage increased. Since
2009 only 2 countries did not conduct a
single consumption survey over the past
decade (down from 10 in 1990-99). The
number of countries that either did not
conduct a consumption survey or do not
allow access to the microdata declined
from 18 in 1990-99 to 4 in 2003-12; and
the number of countries with at least two
consumption surveys increased, from 13
in 1990-99 to 25 in 2003-12. Many frag-
ile states—namely, Chad, the Democratic
Republic of Congo, Sierra Leone, and
Togo—were part of this new wave of sur-
veys. Nonetheless, fragile states still tend to
be the most data deprived.

The lack of consumption surveys and
accessibility to the underlying data are obvi-
ous impediments to monitoring poverty. But
the problems do not end there. Even when
available, surveys are often not comparable
with other surveys within the country or are
of poor quality (including as a result of misre-
porting and deficiencies in data processing).
Consequently, countries that appear to be
data rich (or have multiple surveys) can still
be unable to track poverty over time (exam-
ples include Guinea and Mali, with four sur-
veys each that are not comparable).

At a country level, lack of comparability
between survey rounds and questions about
quality issues often prompt intense technical
debates about methodological choices and,
national poverty estimates within countries
(see World Bank 2012 for Niger; World Bank
2013 for Burkina Faso; World Bank 2015b
for Tanzania). But much regional work in
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Africa and elsewhere disregards these impor-
tant differences, relying on databases such
as the World Bank’s PovcalNet that has not
consistently vetted surveys on the basis of
comparability or quality.

If surveys that are not nationally repre-
sentative (covering only urban or rural areas,
for example), that were not conducted at
similar times of the year (in order to control
for seasonality in consumption patterns),
and that collected consumption data using
different instruments or reporting periods
are dropped, the typical African country

Lack of comparable surveys in Africa makes it difficult to measure poverty trends

Sk Eritrea

Somalia

Dem. Rep. of
Congo

Seychelles

. Comoros

imbabwe Mozambique \ Mauntlu‘s
Botswana 1 Madagascar
Swaziland
Lesotho
IBRD 41865
SEPTEMBER 2015

conducted only 1.6 comparable surveys in the
23 years between 1990 and 2012.

The challenge of maintaining compara-
bility across surveys is not unique to Africa
or to tracking poverty (see, for example,
UNESCO 2015 for data challenges in track-
ing adult literacy). However, in Africa lack
of comparability exacerbates the constraints
imposed by the already limited availability of
consumption surveys. It becomes especially
problematic when the challenges concern
populous countries, such as Nigeria. Only 27
countries (out of 48) conducted two or more
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comparable surveys during 1990-2012 (map
0.1). On the upside, they represent more than
three-quarters of Africa’s population.

The estimation of poverty also requires
data on price changes. For cross-country
comparisons of poverty in a base year,
2011 in this case, nominal consump-
tion must be converted to 2011 price lev-
els. The main method used to make this
adjustment is the consumer price index
(CPI), which relies on both the collection of
country-specific price data and basket weights
of consumer items to measure inflation. The
CPI suffers from three specific problems in
Africa, in addition to the more general techni-
cal difficulties. First, in many countries prices
are collected only from urban markets. Sec-
ond, the basket weights rely on dated house-
hold surveys and sometimes only on market
purchases (excluding home-produced foods).
Third, computational errors sometimes bias
the data, as in Tanzania (World Bank 2007)
and Ghana (IMF 2003, 2007).3

Across the globe, when surveys are not
available in a given year, researchers use GDP
to compute annual poverty estimates. Mis-
sing data are interpolated (between surveys)
and extrapolated (to years before and after
the previous and latest surveys) using GDP
growth rates (see World Bank 2015a). Not
all of these GDP data are reliable, however.
Ghana, for example, leapt from low-income
to low-middle-income country classifica-
tion after rebasing its GDP in 2010; follow-
ing rebasing, Nigeria surpassed South Africa
overnight as the biggest economy in Africa.
These examples suggest that GDP growth
rates—and by extension the extrapolated
poverty reductions—may be underestimated.

Another issue is that imputation based on
GDP growth rates assumes that GDP growth
translates one-to-one into household con-
sumption and that all people see their con-
sumption expand at the same pace. But GDP
includes much more than household con-
sumption: on average across a large sample
of African countries, household consumption
surveys captured just 61 percent of GDP per
capita. The assumption that growth is evenly
distributed can also be tenuous when growth

is driven by capital-intensive sectors such as
mining and oil production (Loayza and Rad-
datz 2010) and may lead to poverty reduc-
tion being overestimated. Caution is therefore
counseled, especially when extrapolating to a
distant future (or past).

Improving Data on Poverty

Lack of funding and low capacity are often
cited as main drivers for the data gaps in
Africa. But middle-income status is not associ-
ated with the number of consumption surveys
a country conducts, and countries receiv-
ing more development aid do not have more
or higher-quality poverty data. In terms of
capacity, the production of high-quality con-
sumption surveys and statistics is technically
complex, involving the mobilization of finan-
cial and human resources on a large scale
and requiring the establishment of robust
quality-control mechanisms. But many coun-
tries that do not conduct household surveys to
measure poverty at the same time undertake
other activities that are more or equally com-
plex (delivering antiretroviral drugs to people
with AIDS and conducting national elections,
for example) (Hoogeveen and Nguyen 2015).
Good governance is strongly correlated with
higher-quality data (figure O.1). Countries
that have better scores on safety and rule of
law also have superior statistical capacity.
Many researchers have recently suggested
that problems with the availability, compara-
bility, and quality of data reflect the political
preferences of elites (Carletto, Jolliffe, and
Banerjee 2015; CGD 2014; Devarajan 2013;
Florian and Byiers 2014; Hoogeveen and
Nguyen 2015). Political elites may not favor
good-quality statistics for several reasons.
First, where clientelism and access to poli-
tics are limited, a record of achievement that
can be supported by good-quality statistics
is unnecessary because support from a small
group of power brokers suffices. Second,
maintaining a patronage network is costly,
and high-quality statistics come at a high
opportunity cost. Third, poor-quality sta-
tistics reduce accountability. The prevailing
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political arrangements thus favor less (or less
autonomous) funding for statistics because it
represents one way to exercise influence over
statistical agencies. In some countries donor
financing has replaced domestic financing,
but the interests of donors are not always
aligned with the interests of governments.
This problem highlights the need for alterna-
tive financing models, including cofinancing
arrangements, preferably under a coordi-
nated regional umbrella and with adequate
incentives for quality improvements.

Politics and funding are not the only rea-
sons statistics are inadequate. The evidence
presented here suggests that better outcomes
were possible even with the set of surveys that
were conducted. African countries collected
on average 3.8 consumption surveys in the
past two decades, but many of them could
not be used to track poverty reliably because
of comparability and quality concerns caused

by failure to adhere to methodological and
operational standards. While this problem
partly reflects the lack of broader political
support domestically, regional cooperation
and peer learning, as well as clear interna-
tional standards, could help improve techni-
cal quality and consistency. The Program for
the Improvement of Surveys and the Measure-
ment of Living Conditions in Latin America
and the Caribbean (known by its acronym in
Spanish, MECOVI) provides a compelling
model for achieving better poverty data.

Revisiting Poverty Trends

Various technical approaches can be applied
to address some of the data shortcomings
in tracking regional poverty trends. They
include limiting the sample to comparable
surveys of good quality, using trends in other
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nonconsumption data rather than GDP to
impute missing poverty estimates, and gaug-
ing inflation using alternative econometric
techniques.

Taking these steps affects the view of how
poverty has evolved in Africa. The estimate
from PovcalNet in figure O.2 shows the
now-familiar trend in poverty from surveys
in the World Bank PovcalNet database. It
provides the benchmark. These estimates are
population-weighted poverty rates for the 48
countries, of which 43 countries have one or
more surveys.* For years for which there were
no surveys, poverty was estimated by impu-
tation using GDP growth rates.

The estimate based on only comparable
surveys shows the trends when only com-
parable surveys are used and the same GDP
imputation method is applied. It largely mir-
rors the PovcalNet estimate. In contrast,
when in addition to controlling for compara-
bility, quality is taken into account, the 2012
estimate of poverty in Africa is 6 percentage
points lower than the PovcalNet estimate

FIGURE 0.2 Adjusting for comparability and quality changes the
level of and trends in poverty
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Note: Poverty is defined as living on less than $1.90 a day (2011 international purchasing power parity).

(37 percent instead of 43 percent). The series
of comparable and good-quality surveys only
excludes some of the surveys from Burkina
Faso, Mozambique, Tanzania, and Zambia
and replaces the poverty estimates of the
two comparable but poorer-quality surveys
of Nigeria (Nigeria Living Standards Sur-
veys 2003/04 and 2009/10) with the estimate
from the General Household Survey Panel
2010/11, which has been deemed of good
quality. Poverty gap and severity measures
follow similar trajectories, after correction
for comparability and quality.

In the series depicted based on the subset
of comparable and good-quality surveys, the
information base for Nigeria, which encom-
passes almost 20 percent of the population
of Africa, shifts. The 2003/04 and 2009/10
surveys showed no change in poverty in Nige-
ria. The poverty rate indicated by the alter-
native survey for 2010/11 (26 percent) is half
the estimate obtained from the lower-quality
survey (53 percent) in 2009/10. Given that
only one survey is retained, the estimated
poverty trend for Nigeria also relies more
on the GDP growth pattern (which was high
during the 2000s) as well as a lower poverty
rate for 2010/11. Reestimating the poverty
rate with only comparable surveys of good
quality but without Nigeria indicates that
Nigeria accounted for a large fraction of the
additional decline observed using the cor-
rected series (the red line). Without Nigeria,
the corrected series declines from 55 percent
to 40 percent (a 15 percentage point drop),
compared with 57 percent to 43 percent (a 14
percentage point drop) in PovcalNet. Confi-
dence in the revised regional series depends
significantly on how reliable the trends in
Nigeria’s poverty obtained using the good-
quality survey and greater dependence on
GDP imputation are considered.

Consumption data gaps can also be filled
by applying survey-to-survey (S2S) imputa-
tion techniques to nonconsumption survey
data. In this method, at least one survey with
consumption and basic household character-
istics is combined with nonconsumption sur-
veys with the same basic characteristics for
different years. Consumption for the years
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with no survey is then estimated based on
the evolution of the nonconsumption house-
hold characteristics as well as the relation
between those characteristics and consump-
tion, as estimated from the consumption
survey. Where they have been tested, these
prediction techniques perform mostly well
in tracking poverty, although, as with GDP
extrapolation, caution is counseled when pre-
dicting farther out in the past or the future
(Christiaensen and others 2012; Newhouse
and others 2014; World Bank 2015a). Apply-
ing this method to the 23 largest countries in
Africa (which account for 88 percent of both
the population and the poor) and keeping
only good-quality and comparable consump-
tion surveys suggests that poverty declined
from 55 percent in 1990-94 to 40 percent in
2010-12 (figure O.3, blue line). This decline
is slightly larger than the one obtained from
the World Bank’s PovcalNet for the same 23
countries (which showed the poverty rate
falling from 57 percent to 43 percent) (green
line) but smaller than the 19 percentage point
reduction obtained using the comparable and
good-quality surveys and GDP imputation
for these countries (red line).

Another approach to addressing consump-
tion data gaps is to forgo using consumption
data entirely and examine changes in house-
hold assets. However, although changes in
asset holdings may be indicative of some
aspects of household material well-being, this
approach does not yet serve well as a proxy or
replacement for what consumption measures.

A final issue concerns how consumption
data from a given survey year are adjusted
to the year of the international poverty line,
which is 2011. National CPIs are typically
used to inflate/deflate nominal consumption
to this benchmark year. To address concerns
about applying CPI to adjust consumption of
households, researchers can look for evidence
of the potential level of CPI bias and the
implications of any bias for poverty trends.
An overestimated (underestimated) CPI will
result in flatter (steeper) poverty trends.

One way to assess CPI bias is by using
the Engel approach (Costa 2001; Hamilton
2001). It is based on the assumption that the

FIGURE 0.3 Other estimates also suggest that poverty in Africa
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Engel curve (which shows households’ food
budget share declining as real consumption
rises) remains constant over time, so that
deviations indicate over- or underestima-
tion of the price deflator used. Application
to urban households in 16 African countries
with comparable surveys during the 2000s
suggests that CPIs in Africa tend to overstate
increases in the (urban) cost of living. Poverty
in many African countries may have declined
faster than the data indicate if the CPI is
overestimated. Research on many more coun-
tries as well as rural areas and time periods is
needed to confirm these results.

Taken together, this set of results sug-
gests that poverty declined at least as much
as reported using the World Bank database
PovcalNet and that the poverty rate in Africa
may be less than 43 percent. This news is
encouraging. Nonetheless, the challenges
posed by poverty remain enormous. As a
result of rapid population growth, there are
still substantially more poor people today
(more than 330 million in 2012) than there
were in 1990 (about 280 million), even under
the most optimistic poverty reduction sce-
nario (that is, using comparable and good-
quality surveys only).
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This exercise also underscores the need
for more reliable and comparable consump-
tion data to help benchmark and track prog-
ress toward eradicating poverty by 2030,
as envisioned under the SDGs. More gener-
ally, it counsels against overinterpreting the
accuracy conveyed by point estimates of
poverty—or other region- or countrywide
statistics of well-being. These estimates pro-
vide only an order of magnitude of levels and
changes, albeit one that becomes more pre-
cise the more comparable and reliable is the
underlying database.

Profiling the Poor

What distinguishes countries that have suc-
ceeded in reducing poverty from those that
have failed? What are the effects of income
status, resource richness, landlockedness,
and fragility?

Not surprisingly, fragility is most detri-
mental to poverty reduction. Between 1996
and 2012, poverty decreased in fragile states
(from 65 percent to 53 percent), but the decline
was much smaller than in nonfragile econo-
mies (from 56 percent to 32 percent). The

FIGURE 0.4 Fragility is associated with significantly slower
poverty reduction
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gap in performance is 12 percentage points
in favor of nonfragile countries. Conditional
on the three other country traits, the differ-
ence in poverty reduction between fragile
and nonfragile countries rises to 15 percent-
age points (figure O.4). Middle-income coun-
tries as a group did not achieve faster poverty
reduction than low-income countries, and
being resource rich was associated with pov-
erty reduction that was 13 percentage points
greater than in non-resource-rich countries
after controlling for other traits. The main
driver for the difference in poverty reduction
in resource-rich and resource-poor countries,
however, is corrections to the Nigeria data.
More surprisingly, once resource richness,
fragility, and income status are controlled for,
landlocked countries did not reduce poverty
less than coastal economies (the effect is not
statistically significant and the point estimate
is even negative). This finding contradicts the
common notion that landlocked countries
perform worse than coastal countries because
transport costs impede trade and lower com-
petitiveness (Bloom and Sachs 1998).

Although Africa is urbanizing rapidly, in
the majority of countries, 65-70 percent of
the population resides in rural areas (Can-
ning, Raja, and Yazbeck 2015). Across coun-
tries rural residents have higher poverty rates
(46 percent in rural areas in 2012 versus
18 percent in urban areas, using corrected
data for all countries). But the gap between
the poverty rate in rural and urban areas
declined (from 35 percentage points in 1996
to 28 percentage points in 2012). Among the
four geographic regions, only urban areas in
West Africa halved poverty. Poverty among
rural populations in West and Southern
Africa declined about 40 percent.

Africa is distinguished by a large and
rising share of female-headed households.
Such households represent 26 percent of all
households and 20 percent of all people in
Africa. Southern Africa has the highest rate
of female-headed households (43 percent).
West Africa exhibits the lowest incidence
(20 percent), partly reflecting the continu-
ing practice of polygamy, together with high
remarriage rates among widows. The poverty
rates among people living in male-headed
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households (48 percent) are higher than
in female-headed households (40 percent),
except in Southern Africa, where poverty
among female-headed households is higher
(Milazzo and van de Walle 2015).

Two caveats are warranted. First, the
smaller household size of female-headed
households (3.9 people versus 5.1) means that
using per capita household consumption as
the welfare indicator tends to overestimate
the poverty of male-headed households rela-
tive to female-headed households if there are
economies of scale among larger households
(Lanjouw and Ravallion 1995; van de Walle
and Milazzo 2015). But household composi-
tion also differs: the dependency ratio is 1.2
among households headed by women and 1.0
among households headed by men. Counting
children as equivalent to adults can lead to
an underestimation of poverty in male versus
female-headed households. Understanding
the differences in poverty associated with the
gender of the household head is intertwined
with how one defines the consumption indi-
cator used in measuring poverty. Second,
woman household heads are a diverse group.
Widows, divorced or separated women, and
single women frequently head households
that are relatively disadvantaged , as opposed
to households with a temporarily absent male
head (van de Walle and Milazzo 2015).

The evidence examined above captures
snapshots of poverty. Looking at the body
of evidence on the evolution of households’
poverty over time (that is, taking movies of
people’s poverty status) reveals large varia-
tion across countries. Panel data estimates of
chronic poverty (the share of households stay-
ing poor throughout) range from 6 percent
to almost 70 percent. Countries with similar
poverty rates can also be quite dissimilar in
terms of their poverty dynamics. A system-
atic assessment using synthetic two-period
panels (which are less prone to measurement
errors) constructed for 21 countries reveals
that about 58 percent of the poor population
was chronically poor (poor in every period),
with the remaining poor being poor only
transiently (in only one period) (Dabalen and
Dang 2015). Chronic poverty remains perva-
sive in the region.

Taking a Nonmonetary
Perspective

Many aspects of well-being cannot be prop-
erly priced or monetarily valued (Sandel
2012; Sen 1985), such as the ability to read
and write, longevity and good health, secu-
rity, political freedoms, social acceptance and
status, and the ability to move about and con-
nect. Recognizing the irreducibility of these
aspects of well-being, the Human Develop-
ment Index (HDI) and the Multidimensional
Poverty Index (MPI) (Alkire and Santos
2014) focus on achievements in education,
longevity and health, and living standards
(through income, assets, or both), which they
subsequently combine into a single index.

This study expands the scope to include
freedom from violence and freedom to decide
(a proxy for the notion of self-determination
that is critical to Sen’s capability approach).’
It also examines jointness in deprivation,
by counting the share of people deprived in
one, two, or more dimensions of poverty.
This approach achieves a middle ground
between a single index of nonmonetary pov-
erty (which requires weighting achievements
in the various dimensions) and a dashboard
approach (which simply lists achievements
dimension by dimension, ignoring jointness
in deprivation) (Ferreira and Lugo 2013).

The focus in selecting indicators was on
outcomes (not inputs) that are measured at
the individual (not the household) level. Infor-
mation on these indicators is now much more
widely available than it once was, although
some of the comparability and quality issues
highlighted above also apply (see, for exam-
ple, UNESCO 2015 for a review of data chal-
lenges in tracking adult literacy).

Overall, Africa’s population saw substan-
tial progress in most nonmonetary dimen-
sions of well-being, particularly health and
freedom from violence. Between 1995 and
2012, adult literacy rates rose by 4 percent-
age points. Gross primary enrollment rates
increased dramatically, and the gender gap
in education shrank. Life expectancy at
birth rose 6.2 years, and the prevalence of
chronic malnutrition among children under
5 fell by 6 percentage points. The number
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of deaths from politically motivated vio-
lence declined by 75 percent, and both the
incidence and tolerance of gender-based
domestic violence dropped. Scores on voice
and accountability indicators rose slightly,
and there was a trend toward greater par-
ticipation of women in household decision-
making processes.

These improvements notwithstanding,
the levels of achievement remain low in all
domains, and the rate of progress is leveling
off.® Despite the increase in school enroll-
ment, today still more than two out of five
adults are unable to read or write. About
three-quarters of sixth graders in Malawi
and Zambia cannot read for meaning—just
one example of the challenge of providing
good-quality schooling. The need to rein-
vigorate efforts to tackle Africa’s basic educa-
tional challenge is urgent.

Health outcomes mirror the results for lit-
eracy: progress is happening, but outcomes
remain the worst in the world. Increases in
immunization and bednet coverage are slow-
ing. Nearly two in five children are malnour-
ished, and one in eight women is underweight.

At the other end of the spectrum, obesity is
emerging as a new health concern.

Africans enjoyed considerably more peace
in the 2000s than they did in earlier decades,
but the number of violent events has been on
the rise since 2010, reaching four times the
level of the mid-1990s (map O.2). Violence is
increasingly experienced in terms of political
unrest and terrorism rather than large-scale
civil conflicts.

Africa also remains among the bottom
performers in terms of voice and account-
ability, albeit with slightly higher scores than
the Middle East and North Africa and East
Asia and the Pacific. Tolerance of domestic
violence (at 30 percent of the population) is
still twice as high as in the rest of the devel-
oping world (figure O.5), and the incidence
of domestic violence is more than 50 percent
higher. Higher tolerance of domestic violence
and less empowered decision making among
younger (compared with older) women sug-
gest that a generational shift in mindset is
still to come.

Around these region-wide trends there is
also remarkable variation across countries

MAP 0.2 The number of violent events against civilians is increasing, especially in Central Africa and the Horn
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Sources: Armed Conflict Location and Events Dataset (ACLED); Raleigh and others 2010.
Note: Maps indicate annual number of violent events against civilians; number in parentheses indicates the number of countries. For the following countries there are no data: Cabo
Verde, Comoros, Mauritius, Séo Tomé and Principe, and the Seychelles.
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FIGURE 0.5 Acceptance of domestic violence
is twice as high in Africa as in other developing
regions
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and population groups. Literacy is especially
low in West Africa, where gender dispari-
ties are large. High HIV prevalence rates are
holding life expectancy back in Southern
Africa. Conflict events are more concentrated
in the Greater Horn of Africa and the Demo-
cratic Republic of Congo.

Rural populations and the income poor are
worse off in all domains, although other fac-
tors, such as gender as well as the education
of women and girls, often matter as much or
more (at times in unexpected ways). Women,
for example, can expect to live in good health
1.6 years longer than men; and, among chil-
dren under 5, boys, not girls, are more likely
to be malnourished (by 5 percentage points).”
At the same time, illiteracy remains substan-
tially higher among women, women suffer
more from violence (especially domestic vio-
lence), and they are more curtailed in their
access to information and decision making.
Multiple deprivation characterizes life for a
sizable share of African women (data on men
are not available).

Several groups—including orphans,
the disabled, and refugees and internally

displaced persons—have traits that may
make them particularly vulnerable. In 2012,
3.5 million children in Africa were two-
parent orphans (had lost both parents), and
another 28.6 million children were single-
parent orphans, bringing the total number
of orphans to 32.1 million. The prevalence
of orphanhood is particularly high in coun-
tries in or emerging from major conflict and
in countries severely affected by HIV/AIDS.
Because it can be correlated with wealth and
urban status, orphanhood does not always
confer a disadvantage on children in terms of
schooling. Data on school enrollment among
10- to 14-year-olds in the most recent Demo-
graphic and Health Surveys show that in half
of the countries surveyed, orphans were less
likely to be enrolled than nonorphans.

In a sample of seven African countries for
which comparable data are available, almost
1 working-age adult in 10 faces severe dif-
ficulties in moving about, concentrating,
remembering, seeing or recognizing people
across the road (while wearing glasses), or
taking care of him- or herself. People with
disabilities are more likely to be in the poor-
est 40 percent of the population, largely
because of their lower educational attainment
(Filmer 2008). They score 7.2 percent higher
on the multidimensional poverty index than
people without disabilities (Mitra, Posirac,
and Vick 2013). Not unexpectedly, disability
rates show a statistically significant correla-
tion with HIV/AIDS and conflict.

Africa had an estimated 3.7 million refu-
gees in 2013, down from 6.7 million in 1994
but up from 2.8 million in 2008. In addition,
there were 12.5 million internally displaced
people, bringing the number of people dis-
placed by conflict to 16.2 million in 2013, or
about 2 percent of Africa’s population (May-
stadt and Verwimp 2015). The main source
of refugees is the Greater Horn of Africa,
although the number of refugees from Cen-
tral Africa is still about 1 million, about half
of them from the Democratic Republic of
Congo.

Although the suffering associated with dis-
placement is tremendous, the displaced are
not necessarily the poorest; and fleeing often
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helps them mitigate the detrimental effects
of conflict (Etang-Ndip, Hoogeveen, and
Lendorfer 2015). Refugee status is also not
always associated with weaker socioeconomic
outcomes. Finally, local economies often also
benefit from the influx of refugees (Maystadt
and Verwimp 2015) through increased
demand for local goods (including food) and
services, improved connectivity (as new roads
are built and other transport services pro-
vided to refugee camps), and entrepreneur-
ship by refugees themselves.

Three overarching aspects stand out from
a review of the nonmonetary dimensions of
poverty in Africa. First, fragile countries tend
to perform worse and middle-income coun-
tries better. This unsurprising finding con-
firms the pernicious effects of conflict and is
consistent with the widely observed associa-
tions with overall economic development.

Second, controlling for these factors,
there is a worrisome penalty to residing in
a resource-rich country: people in resource-
rich countries tend to be less literate (by 3.1
percentage points), have shorter life expec-
tancy (by 4.5 years) and higher rates of
malnutrition among women (by 3.7 percent-
age points) and children (by 2.1 percentage

FIGURE 0.6 Residents in resource-rich countries suffer a
penalty in their human development

Incidence of domestic violence (% points)
Children’s malnutrition (% points) 2.1
Women’s malnutrition (% points) 37

Life expectancy (years)

Literacy (% points)

Source: Staff calculations based on World Health Organization and multiple Demographic and
Health Surveys.

Note: Figure shows the gap between resource-rich and other countries in Africa. Results control
for demographic factors, education, poverty, and other country characteristics (income, fragility,
landlockedness).

points), suffer more from domestic violence
(by 9 percentage points), and live in countries
that rank low in voice and accountability
measures (figure O.6).

Third, better-educated women (secondary
schooling and above) and children in house-
holds with better-educated women score
decisively better across dimensions (health,
violence, and freedom in decision). More
rapid improvement in female education and
women’s socioeconomic opportunities will be
game changing in increasing Africa’s capabil-
ity achievement.

Measuring Inequality

Although not all aspects of inequality are
necessarily bad (rewarding effort and risk
taking can promote growth), high levels of
inequality can impose heavy socioeconomic
costs on society. Mechanically, higher initial
inequality results in less poverty reduction
for a given level of growth. Tentative evidence
also suggests that inequality leads to lower
and less sustainable growth and thus less
poverty reduction (Berg, Ostry, and Zettel-
meyer 2012) (if, for example, wealth is used
to engage in rent-seeking or other distortion-
ary economic behaviors [Stiglitz 2012]). The
pathway by which inequality evolves thus
matters for poverty reduction and growth.

The report measures inequality using the
Gini index, which ranges from 0 (perfect
equality) to 1 (perfect inequality). It shows
that inequality is especially high in Southern
Africa (Botswana, Lesotho, Namibia, South
Africa, Swaziland, and Zambia), where Gini
indices are well above 0.5 (map O.3).

Of the 10 most unequal countries in the
world today, 7 are in Africa. Excluding these
countries (five of which have populations
of less than 5§ million and most of which
are in Southern Africa) and controlling for
country-level income, Africa has inequality
levels comparable to developing countries
in other parts of the world. Inequality levels
do not differ significantly between coastal
and landlocked, fragile and nonfragile, or
resource-rich and resource-poor countries,
controlling for subregion.
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For the subset of 23 countries for which
comparable surveys are available with which
to assess trends in inequality, half the coun-
tries experienced a decline in inequality and
the other half saw an increase. No clear pat-
terns are observed by countries’ resource
status, income status, or initial level of
inequality. While one might have expected a
more systematic increase in inequality given
Africa’s double decade of growth and the role
the exploitation of natural resources played
in that growth, the results presented here do
not provide strong evidence for such a trend.

South

¢
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Although declines in inequality are associ-
ated with declines in poverty, poverty fell,
despite increasing inequality, in many coun-
tries (figure O.7, quadrant 1).

For Africa as a whole, ignoring national
boundaries, inequality has widened. The
Africa-wide Gini index increased from
0.52 in 1993 to 0.56 in 2008. A greater
share of African inequality is explained by
gaps across countries, even though within-
country inequality continues to dominate.
These results stand in contrast to changes
in global inequality (Lakner and Milanovic
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FIGURE 0.7 Declining inequality is often associated with declining
poverty
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2015). Not surprisingly, the wealthiest Afri-
can households are much more likely to live
in countries with higher per capita GDP.
Inequality can be decomposed into two
parts: inequality between groups (horizon-
tal inequality) and inequality within groups
(vertical inequality). Among the range of
groups one can examine, geography, educa-
tion, and demography stand out as groups for
which a large share of overall inequality is
explained by the group to which one belongs.
From the decomposition method, spatial
inequalities (by region, urban or rural, and
so forth) explain as much as 30 percent of
total inequality in some countries. Perhaps a
more straightforward approach to assessing
spatial inequality is simply to look at mean
consumption per capita across geographic
domains. The ratio of mean consumption
between the richest and the poorest regions
is 2.1 in Ethiopia (regions), 3.4 in the Demo-
cratic Republic of Congo (provinces), and
more than 4.0 in Nigeria (states). Price differ-
ences across geographic areas drive some of
this gap; adjusted for price differences, spa-
tial inequalities are lower but are still large.
Education of the household head is asso-
ciated with even larger consumption gaps

between households. In Rwanda, South
Africa, and Zambia, educational attain-
ment of the household head explains about
40 percent of overall inequality. Countries
with higher inequality tend to have a high
share of their inequality driven by unequal
education, which is an association that is not
observed for most of the other socioeconomic
groupings.

The demographic composition of the
household also explains a large share of
inequality (30 percent in Senegal and 32 per-
cent in Botswana). In countries for which data
are available to study trends in horizontal
inequality from the mid-1990s to the present,
the main drivers—geography, education, and
demographics—have not changed, though
some variations exist at the country level.

Inequality in Africa is the product of many
forces. The circumstances in which one is
born (for example, in a rural area, to unedu-
cated parents) can be critical. Inequality of
opportunity (what sociologists call ascrip-
tive inequality)—the extent to which such
circumstances dictate a large part of the out-
comes among individuals in adulthood—vio-
lates principles of fairness.

The evidence on inequality of economic
opportunity in Africa has been limited.
This report draws on surveys of 10 African
countries to explore the level of inequality
of economic opportunity by looking at such
circumstances as ethnicity, parental educa-
tion and occupation, and region of birth.
The share of consumption inequality that
is attributed to inequality of opportunity is
as high as 20 percent (in Malawi) (because
of data limitations, this estimate is a lower
bound). But inequality of opportunity is not
necessarily associated with higher overall
inequality.

Another approach to measuring inequality
of opportunity is to examine persistence in
intergenerational education and occupation.
Does the educational attainment of a child’s
parents affect a child’s schooling less than it
did 50 years ago? Is a farmer’s son less likely
to be a farmer than he was a generation ago?

Among recent cohorts, an additional year
of schooling of one’s parents has a lower
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association with one’s own schooling than
it did for older generations, suggesting more
equal educational opportunities for younger
cohorts. Intergenerational mobility trends
are comparable to trends estimated for other
developing countries. For occupation the
findings are more mixed for the five coun-
tries for which data are available. Intergener-
ational occupational mobility has been rising
rapidly in the Comoros and Rwanda. In con-
trast, it remains rigid in Guinea. The shift in
the structure of occupations in the economy
(sometimes called structural change) is not
the sole reason for changes in intergenera-
tional occupational mobility. Other factors,
such as discrimination, social norms, and
impediments to mobility (poor infrastruc-
ture, conflict, and so forth), are also chang-
ing in ways that can affect mobility.

These results tell only part of the story
because household surveys are not suited to
measuring extreme wealth. Data on holders
of extreme wealth are difficult to collect, but
such people are increasingly on the radar in
discussions of inequality around the globe.

Africa had 19 billionaires in 2014 accord-
ing to the Forbe’s list of “The World’s Bil-
lionaires.” Aggregate billionaire wealth
increased steadily between 2010 and 2014 in
Nigeria (from 0.3 percent to 3.2 percent of
GDP) and South Africa (from 1.6 percent to
3.9 percent). The number of ultra-high-net-
worth individuals (people witha net worth of
at least $30 million) also rose. Few detailed
studies explore the level of extreme wealth of
nationals. One exception comes from Kenya,
where 8,300 people are estimated to own 62
percent of the country’s wealth (New World
Wealth 2014). The share of extreme wealth
derived from areas prone to political cap-
ture, including extractives, has been declin-
ing, while the share derived from services
and investment has been increasing. Between
2011 and 2014, 4 out of 20 billionaires in
Africa derived their wealth mainly or par-
tially from telecommunications. Data limi-
tations make it difficult to draw conclusions
about whether the emergence of extreme
wealth in Africa is driven less by political
connections than it used to be.

Notes

1. Throughout this report, Africa refers to Sub-
Saharan Africa.

2. The focus is on a range of measurement issues,
including the limited availability, comparabil-
ity, and quality of consumption data and the
remedies used to overcome these constraints.
For a range of other measurement issues—
including the measurement of service flows
from housing and durable goods, the conver-
sion of household into individual consumption
measures (to account for differential needs
and economies of scale), and methodological
differences in constructing poverty lines—the
report adopts standard approaches.

3. An additional aspect to measuring cross-
country poverty is converting local currency
measures into a common currency. This report
adopts the new international poverty line of
$1.90/day in 2011 based on the latest round
of the purchasing power parity (PPP) exercise
and discusses the complicated set of issues that
PPPs entail.

4. The five countries for which no survey data are
available to estimate poverty (Eritrea, Equato-
rial Guinea, Somalia, South Sudan, and Zim-
babwe) were assigned the regional poverty rate
based on the other 43 countries.

5. Sen’s capability approach provides the philo-
sophical foundations for the nonmonetary
perspective.

6. Below-average performance in Africa’s three
most populous countries (Nigeria, the Demo-
cratic Republic of Congo, and Ethiopia) partly
drives the high levels of nonmonetary poverty
in the region.

7. Higher life expectancy for women is possible
even in an environment that is disadvantageous
to them, given that women are genetically pre-
disposed to live longer (Sen 2002; World Bank
2011).
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frica has experienced a dramatic
Aturnaround since the mid-1990s.

Following 20 years of economic
decline in the 1970s and 1980s, it grew at
a robust pace of 4.5 percent a year, a more
rapid pace than in the rest of the developing
world, excluding China. Thanks to a sharp
decline in large-scale conflicts during the
1990s, better macroeconomic fundamentals
and governance, a commodity supercycle,
and discoveries of new natural resources, the
narrative of Africa as a “growth tragedy” has
shifted to one of Africa rising.

Despite this growth, a large share of the
African population continues to live below
the international poverty line of $1.90 a day.
Africa’s poverty rate declined from 57 per-
cent in 1990 to 43 percent in 2012, according
to the latest estimates from the World Bank’s
PovcalNet database. Because of population
growth, however, the number of poor people
implied by these estimates increased, from
288 million in 1990 to 389 million in 2012.

Poverty reduction in Africa significantly
lags other developing regions. East Asia and
South Asia started out with poverty rates that
were about as high as Africa’s in the 1990s;
their poverty rates are much lower today
(figure I.1). According to the latest Millen-
nium Development Goal (MDG) report (UN

Introduction

2015), Africa remains the only developing
region where the MDG 1 target of halving
extreme poverty by 2015 will not be attained.

Understanding and addressing poverty is
complicated by the fact that poverty statistics
in the region are often limited and sometimes
of poor quality. Poverty estimates are based
on data from a patchwork of household sur-
veys that are conducted at irregular intervals,
and that are sometimes incomparable and
of questionable quality. Concerns about the
availability, comparability, and quality of
poverty data are not unique to Africa, but the
challenges in Africa are perceived as much
greater than in other regions.

Some researchers have used alternative
data and methods to estimate poverty. They
find that substantially more people have been
lifted out of poverty than the traditional esti-
mates suggest (Pinkovskiy and Sala-i-Martin
2014; Young 2012). Others are more cau-
tious and question such optimism (Chen and
Ravallion 2010; Harttgen, Klasen, and
Vollmer 2013).

The lack of reliable and timely statistics
in Africa across a range of areas, including
poverty, is increasingly recognized as a mat-
ter demanding greater international attention
(Devarajan 2013; Garcia-Verdu 2013; Jer-
ven 2013). The United Nations’ post-MDG
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frameworks calls for a “data revolution”
(UN 2014) to provide timely and reliable
household surveys and other statistics (such
as indicators from national accounts). If it
occurs, such a revolution will surely change
the terms of the debate about living standards
in Africa, which is now often dominated by
data and methodological aspects. Data qual-
ity considerations remain very much at the
forefront of any assessment of poverty in
Africa.

Given the state of the data, what is the best
way to study poverty in Africa and put forth
an agenda to accelerate poverty reduction?
This report is the first of two reports that
seek to improve the understanding of poverty
reduction in Africa (report 1) and articulate
policies to accelerate it (report 2). It reassesses
trends in poverty and inequality in Africa
by examining the primary data sources and
identifying potential biases in them. Careful
evaluation of the data for monitoring poverty
in Africa will help sharpen the focus on data
issues in Africa in general and on consump-
tion data in particular.

A regional report like this cannot provide
in-depth analysis for each country. Instead,

it examines five classifications of countries
(table 1.1). The literature has identified these
groupings as capturing deep currents that
determine Africa’s performance in poverty
reduction and growth.

The report consists of four chapters.
Chapter 1 maps out the availability, com-
parability, and quality of the data needed
to track monetary poverty (consumption,
price, gross domestic product, and census
data); reflects on the governance and politi-
cal processes that underpin the current situ-
ation with respect to data production; and
describes some approaches to addressing the
data gaps. It is unique in that studies of pov-
erty in Africa typically overlook the impor-
tant yet mundane details of the data on hand.

TABLEIL.1 Classification of countries in Africa

Classification Number of countries

Resource-rich? 17
FragileP 17,including 6 that are
also resource rich
Income®
Low 26
Lower-middle 14
Upper-middle- and high 8
Landlocked 16
Subregion
Central Africa 9
East Africa 18
Southern Africa 5
West Africa 16

Note: Countries are classified into subregions according to the UN DESA
classification, with the exception of Sudan, which is classified in that sys-
tem as North Africa. Central Africa includes Angola, Cameroon, the Central
African Republic, Chad, the Democratic Republic of Congo, the Republic
of Congo, Equatorial Guinea, Gabon, and Sao Tomé and Principe. East
Africa includes Burundi, Comoros, Eritrea, Ethiopia, Kenya, Madagascar,
Malawi, Mauritius, Mozambique, Rwanda, Seychelles, Somalia, South
Sudan, Sudan, Tanzania, Uganda, Zambia, and Zimbabwe. Southern Africa
includes Botswana, Lesotho, Namibia, South Africa, and Swaziland.

West Africa includes Benin, Burkina Faso, Cabo Verde, Cote d'lvoire,

The Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Niger,
Nigeria, Senegal, Sierra Leone, and Togo.

a. Resource-rich countries include countries that had average rents

from natural resources (excluding forests) that exceeded 10 percent of
GDP in 2006-11; countries with diamonds (Botswana, Liberia, Namibia,
and Sierra Leone); and Niger (which has uranium). The group does

not include Somalia, for which inadequate data are available for
classification.

Fragile countries are countries that appear on the World Bank's 2015
harmonized list of fragile situations, which classifies countries as fragile
if they (a) had an average Country Policy and Institutional Assessment
(CPIA) rating of 3.2 or less or (b) hosted a UN or regional peace-keeping
or peace-building mission in the previous three years.

. Country income categories are from World Development Indicators.
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Chapter 2 evaluates the robustness of the
estimates of poverty in Africa. It concludes
that poverty reduction in Africa has not been
overestimated and in fact may be slightly
greater than traditional estimates suggest,
although even the most optimistic estimates
of poverty reduction imply that more than
330 million people were living in poverty in
2012. The chapter also presents a very broad-
stroke profile of poverty and trends in pov-
erty in the region.

Chapter 3 broadens the view of poverty
by considering nonmonetary dimensions of
well-being, such as education, health, and
freedom, using Sen’s (1985) capabilities and
functionings approach. In contrast to the
dearth of good-quality and comparable sur-
veys on household expenditures, there has
been a surge in survey-based information on
these and related nonmonetary dimensions of
poverty.

Chapter 4 reviews the evidence on
inequality in Africa. In addition to patterns
of monetary inequality, it examines other
dimensions, including inequality of opportu-
nity and intergenerational mobility in occu-
pation and education. Viewing inequality
from beyond the realm of household surveys,
this work also explores extreme wealth (bil-
lionaires and millionaires) in Africa.
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The State of Data for
Measuring Poverty

frica has grown robustly for two
A decades—performance that lies

in stark contrast to the “growth
tragedy” of the 1980s (Easterly and Levine
1997). The statistics suggest that Africa’s
people are faring better and that poverty has
come down. But scrutiny of these statistics
has raised doubts about the quality of the
underlying data and the exact magnitude of
Africa’s progress. The World Bank’s Bulletin
Board on Statistical Capacity indicator gave
Africa a regional score of 59 in 2014, well
below the world average of 66 and low even
relative to the average for the low-income cat-
egory of countries. The lack of good-quality
and accessible data to assess socioeconomic
changes now regularly features in discus-
sions of the development agenda for Africa
(Devarajan 2013; Jerven 2013).

There is no doubt that Africa needs bet-
ter data to monitor the evolution of both the
monetary and nonmonetary dimensions of
living conditions. Progress on this front will
also be crucial to monitor the post-2015 Sus-
tainable Development Goals (SDGs). To be
sure, there have been improvements in data
availability in Africa in recent years. The

This chapter was written with Rose Mungai, Nga Thi
Viet Nguyen, and Shinya Takamatsu.

number of household surveys, particularly
surveys that collect data on the nonmonetary
dimensions of poverty, has increased, thanks
to donor-funded programs such as the Demo-
graphic and Health Surveys (DHS) and the
Multiple Indicator Cluster Surveys (MICS).
The frequency and coverage of data on citizen
opinions on a wide range of topics, including
governance, political leadership, democracy,
and corruption, have increased, and data
tracking salient events, such as conflict and
weather events, are now widely available. In
addition to national statistical offices, the
actors in data collection now include non-
governmental organizations (NGOs), polling
firms, and universities.

These improvements notwithstanding,
major concerns remain. Problems with the
availability, comparability, and quality of the
data, combined with different approaches
and methods to correct for these shortcom-
ings, are at the center of the divergent views
regarding the direction and magnitude of
poverty reduction in Africa over the past two
decades (Chen and Ravallion 2010; Hartt-
gen, Klasen, and Vollmer 2013; Pinkovskiy
and Sala-i-Martin 2014; Young 2012).

Consider the measurement of monetary
poverty, for example. The share of Africa’s
population consuming less than $1.90 a day
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(in 2011 international purchasing power par-
ity [PPP] dollars) declined, according to the
World Bank’s PovcalNet, falling from 57 per-
cent in 1990 to 43 percent in 2012." How-
ever, this estimate is based on surveys in a
subsample of countries that cover only one-
half to two-thirds of the population. For the
remaining population, the poverty rate was
imputed from surveys that were often sev-
eral years old. For five countries (Equatorial
Guinea, Eritrea, Somalia, South Sudan and
Zimbabwe), which together represent 5 per-
cent of the African population, no data were
available with which to measure poverty.

Equally if not even more important are
concerns about the comparability and quality
of the underlying household survey and price
data. Guinea and Mali, for example, each
fielded four surveys since the mid-1990s, but
no two of these surveys is considered compa-
rable for measuring poverty.

Against this background and as a start-
ing point in revisiting estimates of poverty
in Africa, this chapter takes stock of the
data available to measure the evolution of
monetary poverty in the region. It focuses
on household-level consumption and price
data but also briefly reviews auxiliary data
sources needed to estimate poverty.

The cornerstone of poverty estimates in
Africa (and most other developing regions)
are consumption data from household sur-
veys that are representative of the popula-
tion.? By themselves, consumption data
are not sufficient to analyze changes in liv-
ing standards. Monitoring changes in real
terms requires data on inflation at the coun-
try level—such as a consumer price index
(CPI)—to adjust nominal consumption into
real values. Estimating global or regional pov-
erty levels requires setting a common poverty
line, such as the international poverty line
of $1.90 per capita per day, and converting
local currency units to a common reference
currency. Auxiliary data sources also have a
bearing on Africa’s poverty estimates. Popu-
lation censuses are needed to derive popula-
tion statistics from sample surveys and, when
used jointly with a consumption survey,

estimate poverty for small areas in a country.
Gross domestic product (GDP) from national
income accounts is used to fill gaps between
surveys to provide annual poverty estimates.

This chapter reviews the state of these
data in Africa. It reflects on the governance
and political incentives that influence data
production, in order to help understand why
multiple challenges beset the data for poverty
measurement, and discusses some approaches
for addressing data shortfalls.

Types of Data for Measuring
Monetary Poverty

Estimating poverty requires consumption
or income data from household surveys, but
other data are also needed. This includes price
data to adjust nominal consumption values
for changes in price levels over time, census
data to estimate the population, and national
accounts data to impute poverty in years in
which no household survey was conducted.

Household Survey Data

Household surveys are essential for obtaining
the socioeconomic data necessary to under-
stand the welfare of populations across the
world. Some 50 years ago, regular household
surveys were virtually nonexistent in devel-
oping countries. Although both the number
of surveys conducted in Africa and their com-
parability and quality have improved, sub-
stantial gaps remain.

Frequency and scope of data collection

Only a handful of household surveys were
collected in Africa in the 1980s. The num-
ber grew modestly for almost a decade,
expanding rapidly in the mid-1990s, partly
as a result of growing interest among gov-
ernments and the international community
in monitoring the Millennium Development
Goals (MDGs). The first decade of the 2000s
was one of the most productive for household
data collection in Africa. By 2010 the number
of national household surveys in Africa was
the second highest in the developing world,
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after South Asia (Demombynes and Sandefur
2014; Garcia-Verdu 2013) (figure 1.1).3

The breadth of the socioeconomic data
that surveys cover has also increased. A
majority of African countries collect data
on welfare and key MDG indicators from
multiple survey sources, including inte-
grated household surveys, often with a focus
on consumption; the DHS, which focus
on women’s fertility decisions, health, and
nutrition; the MICS, which are designed
to monitor human development outcomes,
particularly among women and children;
the Core Welfare Indicators Question-
naire (CWIQ) Surveys, which emphasize
poverty-related indicators and service-
delivery outcomes; population and housing
censuses; and labor force surveys. In addi-
tion, specialized surveys conducted outside
the national statistical system (Barometer,
Gallup, the World Values Surveys) solicit
citizens’ opinions on governance, leadership,
political stability, corruption, and a range of
social issues, including crime, social capital,
and religious practices (box 1.1).

The impressive improvement in survey
data collection depicted in figure 1.1 has
arisen almost entirely because of the expan-
sion of surveys that do not collect consump-
tion data.* Figure 1.2 provides a breakdown
of the types of surveys conducted in Africa
in five-year periods since the 1990s. It shows
steady growth in the number of nonconsump-
tion surveys during the 1990s. The number
of such surveys peaked in 2000-04 but still
numbered 92 in 2010-14.

The increase in the number of noncon-
sumption surveys has enriched knowledge
of nonincome dimensions of poverty, such as
child nutrition, women’s empowerment, and
access to services in many sectors as well as
on joint deprivation across dimensions. Many
of these indicators are collected at the indi-
vidual level and hence provide information
on differences in the experiences of poverty
and deprivation of men and women, insights
that cannot be gained from household-level
consumption data. Chapter 3 makes exten-
sive use of these datasets to conduct an

FIGURE 1.1
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analysis that would not have been possible
even a decade ago.

Consumption surveys, the building blocks
for measuring monetary poverty and inequal-
ity, have not witnessed similar growth. There
are not more surveys available today to
measure monetary poverty than there were
in the early 1990s. The average number of
consumption surveys per five-year period
has been just under 40 since 1990, with only
small variations around the mean.

An average of 40 consumption surveys
every five years for Africa results in less than
one survey per country every five years with
which to measure poverty. Even more trou-
blesome is the uneven coverage across coun-
tries. Between 1990 and 1999, there is not a
single survey with consumption data to mon-
itor poverty for 18 of 47 countries in Africa
(figure 1.3). Among the remaining 29 coun-
tries, 16 each have just a single survey. As a
result, for 34 of 47 countries in the region
(covering 42 percent of the population), there
are no data on changes in poverty or con-
sumption for an entire decade. Coverage has
improved since. Data are unavailable for only

T
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BOX 1.1
well-being

Impressive large-scale household survey efforts are
being conducted outside the national statistical sys-
tem. They elicit data on nonconsumption aspects of
well-being and perceptions.?

Afrobarometer

Afrobarometer is a nonpartisan research project
that gathers data on social, political, and economic
attitudes. It has conducted surveys in more than 30
African countries. A key feature of these surveys
is the harmonized set of questions, which allows
comparison across countries and within countries
over time. Survey questions probe attitudes toward
democracy, governance, elections, macroeconomics
and markets, poverty, social capital, conflict and
crime, participation, and national identity. The latest
round introduced modules on corruption, access to
justice, the role of China in Africa, pan-Africanism
and regional integration, energy supply, tolerance,
and citizenship. Data from these surveys are used
to construct the lived poverty index (LPI), which is
based on experiential measures, such as how often
households go without basic necessities (Dulani,
Mattes, and Logan 2013). Barometer surveys are
also conducted in other regions of the world.

Gallup World Poll

Since 2005 the Gallup World Poll has tracked issues
such as economic confidence; life satisfaction;
employment; confidence in the leadership, military,
and police; religion; access to food; the environ-
ment; migration; media freedom; human suffering;
and corruption. Surveys are standardized to allow
comparisons across countries and within countries
over time. Gallup recently added a question about
self-reported household income to measure poverty
(Phelps and Crabtree 2013).

World Value Surveys

The World Values Survey, established in 1981, is a
global research project that explores people’s val-
ues and beliefs and their social and political impact
in almost 100 countries. Topics include support
for democracy, tolerance of foreigners and ethnic
minorities, support for gender equality, the role of
religion and changing levels of religiosity, work,
family, politics, national identity, culture, diversity,
insecurity, attitudes toward the environment, the
impact of globalization, and subjective well-being.

Sources outside the national statistical system provide valuable information on

Each wave has covered a wider range of topics, some
of which are harmonized across countries. Eleven
African countries have been included, some with
multiple rounds.

Nonsurvey Methods of Data Collection
Satellites, run mostly by the U.S. National Aeronau-
tics and Space Administration (NASA), collect data
on metrics such as night lights, vegetation cover, and
precipitation. The unique features of these datasets
are their high resolution and geo-referencing. The
data are collected from small areas at high frequency.
The use of satellite data is flourishing. They
have been used to study urbanization, the accuracy
of GDP information, deforestation, and impend-
ing drought or crop failure. There have also been
attempts to extend their use to understand the evo-
lution of poverty and inequality (Elvidge and oth-
ers 2009; Mveyange 2015; Noor and others 2008;
Pinkovskiy and Sala-i-Martin 2015).

a. Like household surveys conducted by national
statistics offices, these surveys rely on face-to-
face interviews with household members. Wide-
spread cell phone ownership in Africa has opened
up opportunities for collecting data by phone,
obviating the need for face-to-face interviews. If
executed well, phone surveys can collect repre-
sentative data on a wide range of topics more fre-
quently and at lower cost than traditional face-
to-face surveys (Hoogeveen and others 2014).
This approach generally relies on a baseline
survey of face-to-face household interviews. The
World Bank’s Listening to Africa Initiative, for
example, combines a face-to-face baseline house-
hold survey with follow-up phone interviews of
selected respondents. This approach allows the
collection of a rich dataset at baseline and a few
selected questions about specific issues (educa-
tion, health, labor markets, and so on) at higher
frequency (monthly, twice a week) and at later
points in order to gauge changes in the funda-
mental dimensions of well-being. In addition to
collecting data for policy analysis and research,
cell phone surveys have proven to be effective
tools for monitoring service delivery failures,
corruption, and the breakout of conflict and epi-
demics. Cell phone surveys have been used to
monitor the impacts of Ebola in Guinea, Liberia,
and Sierra Leone (World Bank 2015¢) and the
welfare of refugees in Mali (Etang-Ndip, Hoo-
geveen, and Lendorfer 2015).
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three countries over the period 2000-09, 23
countries conducted one survey and another
21 had at least two surveys.

A wave of consumption surveys was con-
ducted in the region between 2011 and 2015.
Many fragile states, including Chad, the
Democratic Republic of Congo, Sierra Leone,
and Togo, were part of this wave. Twenty
seven countries have done a survey since 2011
(map 1.1).

Conducting a survey does not necessarily
mean that the data collected are available. If
the microdata collected in a survey are not
included in the World Bank database, the data
are deemed inaccessible in this report. This
definition of accessibility is a narrow one,
because it does not address access by the gen-
eral public or whether users have to pay for the
data, two important factors that significantly
curb the usefulness of household survey data
to the public and hence undermine knowledge
about poverty trends and drivers in Africa.

For three countries (Equatorial Guinea,
South Sudan, and Zimbabwe), recent data
are not available even though surveys were

FIGURE 1.2 Africa conducts more nonconsumption surveys than
consumption surveys
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Note: Consumption surveys include surveys that may not be the source of the official poverty
estimates. Nonconsumption surveys include Demographic and Health Surveys (DHSs), Multiple
Indicator Cluster Surveys (MICSs), labor force surveys, and other ad hoc surveys.

FIGURE 1.3 Many African countries lack surveys with which to gauge changes in poverty
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conducted.’ Eritrea and Somalia have not
fielded national consumption surveys over
the past 20 years. These five countries repre-
sent 5 percent of the region’s population.

Comparability of consumption data

The lack of consumption surveys is an obvi-
ous impediment to monitoring poverty, but
problems with consumption data do not
end there. Even where multiple surveys are
available for a country, they are often not
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comparable with one another (or with those
of other countries). Tracking poverty trends
is difficult when changes in measured con-
sumption partly reflect changes in survey
design or implementation.

The survey design literature documents
multiple ways in which two surveys can be
rendered noncomparable. For this report,
household consumption surveys are consid-
ered comparable if the following features are
consistent across surveys:®
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® Nationally representative sample: A
nationally representative sample is neces-
sary to obtain statistics that apply to the
whole population, not merely a subgroup.
Comparability is obviously impossible if
one round covers only urban households
and the next covers only rural areas.

® Seasonality: Many consumption patterns
vary over the year, which has implica-
tions for measuring poverty (Kaminski,
Christiaensen, and Gilbert 2014; Muller
2008). In Africa, for instance, food and
cash income among farmers is plentiful
after harvests and dwindles during the
lean season. Comparability may be lost if
survey rounds are conducted during dif-
ferent months.

* Reporting instrument and period: Con-
sumption data can be collected either
by asking household members to recall
their purchases and consumption from
own production (farm harvest) (in the
past seven days, past two weeks, the last
month, and so on) or to keep a diary of
such activities (for two weeks, a month,
or longer). A body of evidence shows that
the method used matters (see Beegle and
others 2012). Both the reporting period
and the instrument (recall or diary form)
should remain consistent.

Based on these three criteria, 148 con-
sumption surveys conducted in Africa
between 1990 and 2012 were reviewed
for comparability.” Figure 1.4 displays the
results. Blue dots indicate surveys that are
comparable within the country; solid black
diamonds indicate noncomparable surveys.
Dotted lines connect comparable surveys.
Hollow black diamonds indicate surveys that
are not available. In some instances two or
more cross-sections in a country with four or
more cross-sections are comparable but the
other two or more are not. (South Africa, for
example, has two pairs of surveys that are
comparable with each other, but it does not
have four comparable surveys).

Several observations emerge from the
findings presented in figure 1.4. First, many
consumption surveys are not comparable.

Between 1990 and 2012, only 27 of 48
countries conducted two or more compa-
rable surveys (map 1.2). As a result, even
some countries that have multiple surveys are
unable to track poverty reliably over time.
Guinea and Mali, for example, each con-
ducted four surveys, but none of them is com-
parable (box 1.2).

Second, there was a slight improvement in
comparability between 2000 and 2014. More
surveys were implemented after 2000, and
more of them were comparable than before
2000.

The picture of comparability would
appear even bleaker if a more stringent defi-
nition of comparability had been adopted.
For instance, the list of consumption items
on which household members are asked to
report can be long (a list of specific foods) or
short (if foods are grouped). It is not unusual
for surveys in the same country to change
these lists dramatically from one round to the
next (from well under 100 to well over 100).
In general, respondents recall more when pre-
sented with a more disaggregated list, so that
reported consumption is generally higher; a
condensed list may lead to more reporting
errors. Changing the list over time thus com-
promises consistency. If other factors—such
as the quality of fieldwork and supervision—
are also taken into consideration, even fewer
household surveys in Africa would be consid-
ered comparable.

Lack of comparability, combined with the
long gap between surveys (often five years
or more) hampers the ability to understand
changes in welfare over time. Although
Africa is doing well in terms of the number
of countries on which data are available and
compares reasonably well with other poor
regions in the number of surveys per country,
the region trails most other country group-
ings in terms of comparable surveys, falling in
the bottom half of the World Bank’s regional
grouping of countries (table 1.1). Since 1990
the average African country conducted only
3.8 consumption surveys (about one survey
every six years), 2.2 fewer than the devel-
oping world average. The average develop-
ing country conducts one survey every four



32 POVERTY IN A RISING AFRICA

FIGURE 1.4 Comparability of consumption surveys has improved, but it remains a major problem
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MAP 1.2 Lack of comparable surveys in Africa makes it difficult to measure poverty trends
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years, and the average Latin American coun-
try conducts at least one survey every two
years. If comparability is taken into account,
the picture is even worse, with African coun-
tries producing just 1.6 comparable poverty
estimates per country between 1990 and
2012.

Does noncomparability matter? Survey
experiments show that changes in question-
naire design can matter a lot. According to
Beegle and others (2012), use of diary ver-
sus recall, shorter versus longer reporting
periods, and changes in the number of con-
sumption items drastically affect poverty and
inequality measures. Using methods other
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than the benchmark method of personal
diary with daily visits yielded poverty rates
that were 7-19 percentage points higher.
Most instruments, including household-level
diaries or recall questionnaires of different
granularity, thus underreport consumption
compared with the supervision-intensive per-
sonal diary. Backiny-Yetna, Steele, and Djima
(2014) show that poverty estimates in Niger
are sensitive to the reporting period, with
estimates of 51 percent, 47 percent, and 43
percent depending on the approach. Results
from the 2005/06 survey in Kenya also point
to significant differences in poverty calcu-
lations depending on whether the recall or
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BOX 1.2 How did poverty change in Guinea and Mali? Lack of comparable data makes
it difficult to know

Guinea conducted four household surveys between
1994 and 2012. The 1994/95 and the 2002/03 sur-
veys were conducted over 12 months, the 2007 sur-
vey was conducted in July—October 2007, the 2012
survey was conducted in February—March 2012. In
1994/95 each household was visited 11 times, one
visit every three days for a month. Food consump-
tion data were collected from visit 2 to visit 11, using
a three-day recall period. A 12th of the sample was
visited each month. In 2002/03 each household was
visited three times, or once every four months (the
survey is thus a panel of three observations). Dur-
ing each visit, food consumption data were collected
using a three-day recall period in urban areas and
two-day recall in rural areas. In the 2007 and 2012
surveys, each household was visited once. Food con-
sumption data were collected by asking about typical
monthly consumption (not actual consumption, such
as consumption the previous week). The 2007 and
2012 surveys were conducted in different seasons.
The number of consumption items also differed: the
1994/95 questionnaire included 116 food and 110

nonfood items, the 2002/03 survey included 240
food and 425 nonfood items, and the 2007 and 2012
surveys included 110 food and 130 nonfood items.

Mali implemented four surveys between 1994
and 2012; the surveys vary in a number of ways.
The 1994/95 survey included 10 food and 34 non-
food items, the fewest among the surveys, and a
15-day food recall period. In 2001/02 every house-
hold was interviewed every quarter. Food consump-
tion data were collected through a seven-day diary;
in theory each household was visited 7 times a
quarter, for a total of 28 visits during the year. The
2006 and 2010 surveys were Core Welfare Indica-
tors Questionnaire (CWIQ)-type surveys fielded in
July—-November 2006 and December 2009—-August
2010. Food consumption data were collected using
the usual-month approach. The number of items on
the questionnaires was similar, although some types
of expenditures (food eaten away from home, bev-
erages, cigarettes) were reported by each individual
household member using an open list.

TABLE 1.1  Africalags in the number of comparable surveys per country, conducted between 1990 and 2012
Developing countries that conducted at least Average
one consumption survey Average number of
number of comparable
Country Population Median year surveys per surveys per
Number of coverage coverage of most recent developing developing
Region countries (percent) (percent) survey country country
East Asia and Pacific 15 63 9% 2010 39 28
Europe and Central Asia 21 100 100 2011 10.0 6.4
Latin America and the Caribbean 22 85 98 2011 1.1 6.3
Middle East and North Africa 12 92 98 2007 32 1.8
South Asia 8 100 100 2010 4.1 28
Africa 47 98 99 2010 3.8 16
World 125 89 98 2010 6.0 35

Sources: Data from the World Bank microdata library, PovcalNet, and World Development Indicators.
Note: The table includes low-income, lower-middle-income, and upper-middle-income countries, with the exception of Equatorial Guinea, which is a high-income country.

diary approach to consumption was used
(Dabalen and others 2015).°

In Nigeria two household surveys were
conducted the same year. The Nigeria Liv-
ing Standards Survey (NLSS) was fielded in
2009/10. It overlapped with the first wave of

the General Household Survey-Panel (GHS-
Panel), which was launched in the last quar-
ter of 2010. The NLSS, which relied on the
diary approach, reported much lower con-
sumption than the GHS-Panel, which used
the recall approach (figure 1.5). The surveys
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FIGURE 1.5 Different survey designs can result in
very different consumption estimates
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were also different in other salient ways, in
particular with respect to field supervision
and field team composition, both of which
may affect quality.

At the country level, noncomparability
between survey rounds is often a concern;
country-level poverty reports are replete
with discussions of survey comparability (see
World Bank 2013 for Burkina Faso; World
Bank 2012 for Niger; World Bank 2015b for
Tanzania). These differences are often over-
looked at the regional level, partly because
databases such as PovcalNet do not vet sur-
veys on the basis of comparability.

Lack of survey comparability within coun-
tries across time is not unique to consump-
tion measures. It has been reported in the
measurement of literacy, for example (see box
3.2 in chapter 3). Although more systematic
documentation of these differences in a meta-
database would not resolve these issues, it
would be helpful to analysts.

Quality of consumption data

The closest approximation of a broad defini-
tion of good-quality data involves fitness for
use: data should be accurate, rich in detail,
relevant, timely, and likely to achieve the
purposes for which the survey was intended

(Biemer and Lyberg 2003; Gryna and Juran
1980). At the core of data quality problems
is often a process failure.!” Interviewers
may fail to make contact with respondents
and subsequently report fake data, perhaps
because supervision was lax or insufficient (as
Finn and Ranchhod [forthcoming] document
in a survey in South Africa). Enumerators
may not have been given sufficient training
to probe for the responses intended by the
questions. Respondents may refuse to par-
ticipate, or they may provide false informa-
tion. Modes of data collection—computers,
phones, paper—could also be compromised
because the infrastructure needed was not
planned appropriately. Errors may be intro-
duced in entering (or keying) data. Poor data
quality can undermine comparability over
time because process failures that occur one
year may not be repeated in another.
Misreported data are clearly the most seri-
ous way data quality can be compromised.
There is little value in all the other dimensions
of data (such as timeliness, richness of detail,
relevance, availability, and even comparabil-
ity), if the data are erroneous and hence can-
not be used for the purposes for which they
were designed (Biemer and Lyberg 2003).
The systematic detection of poor quality
is challenging. Judge and Schechter (2009)
apply Benford’s law—a statistical method
for reviewing the digits in reported statistics
for abnormal patterns as a sign of fraudu-
lence—to surveys in Bangladesh, Ghana,
Mexico, Pakistan, Paraguay, Peru, South
Africa, the United States, and Vietnam. They
find widespread evidence of fake crop and
livestock production data. Among the sur-
veys reviewed, data quality was far worse in
surveys in developing countries. Consump-
tion data for almost 40 percent of households
surveyed in the Malawi 1997/98 household
survey were incomplete or inaccurate, and
the data were unusable in poverty analysis
(Benson, Machinjili, and Kachikopa 2004).
One commonly observed manifestation of
poor quality is deterioration in reporting over
the survey period that cannot be explained by
seasonality. In Tanzania average household
size fell significantly over the course of surveys
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FIGURE 1.6 Data errors may account for some of
the reported change in consumption
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over 12 months, specifically for the House-
hold Budget Surveys 2000/01 and 2007, most
likely reflecting enumerator fatigue (NBS
2009). In Sierra Leone, where households
were randomly interviewed, both the number
of food items and the level of consumption fell
steadily during the 12 months of fieldwork
(figure 1.6). The number of reported food
purchases among urban respondents fell by
one-third over the course of the survey, a drop
that is explained only partly by seasonality.
The reported urban-rural gap also narrowed,
possibly because of data quality issues.

Price Data

Price data are indispensable to poverty mea-
surement. Global poverty estimates reported
in PovcalNet rely on two types of price
indexes: national CPIs to deflate nominal
consumption to a common base year and PPP
exchange rates to convert local currencies
into a common currency.

Because people living in different countries
face different prices, comparison of living

standards between countries calls for the use
of PPP exchange rates to achieve parity in the
purchasing power of people’s incomes. The
same principle applies within countries, where
consumers in rural and urban areas often face
different prices, but the evidence for Africa is
scant. Empirical studies for developing coun-
tries in other regions suggest that within-
country price variation can be important, at
least in larger countries (Deaton and Dupriez
2011; Majumder, Ray, and Sinha 2012).
Despite the importance of adjusting for
differences in the cost of living across regions
in a country for capturing true living stan-
dards, such adjustments are not widespread.
In Africa, PovcalNet, which has the largest
collection of consumption data from house-
hold surveys across countries of the world,
adjusts for spatial price differences only in
Angola, Burkina Faso, and South Africa.
There is no explanation for why the adjust-
ment is made only in these countries. Outside
of Africa, PovcalNet data on consumption
are adjusted for within-country spatial price
differences in countries in Latin America and
the Caribbean, China, India, Indonesia, and,
for food only, in countries in Europe and
Central Asia. This report uses the consump-
tion measure used in PovcalNet for Africa,
meaning that for most countries it has not
been adjusted for spatial price differences.!!

Adjusting for price changes using the CPI
The CPI is used to track inflation in con-
sumer prices. This core economic indicator
is used to index pensions, wages, taxes, and
social security benefits and to anchor mon-
etary policy.

The largest consumer price data collec-
tion exercise in Africa is conducted by Sta-
tistics South Africa, which regularly collects
65,000 price quotations from 27,000 outlets
(ILO 2013). In other African countries, the
number of CPI price quotations ranges from
1,150 (Sdo Tomé and Principe) to 51,170
(Ethiopia).

CPI calculation requires weights to aggre-
gate the price data across items into an index.
These weights typically come from budget
share estimates from household surveys.
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Combining the price data with weights to
construct the CPI is a complex process that
often differs significantly across countries.
Partly because of these variations and partly
because the CPI is not designed specifically
to apply to the measurement of poverty, CPIs
may not always accurately depict changes in
the cost of living experienced by the average
household or (particularly) the poor.

CPIs suffer from several potential sources
of bias. Commodity substitution bias relates
to the use of an imperfect indexing formula
and outdated weights. The most common
index for CPIs is the Laspeyres index, which
uses weights from a base (reference) period.
This index disregards substitution behavior
that may stem from inflation itself—that is,
it ignores the fact that when the prices of
some goods rise more quickly than the prices
of others, households shift consumption to
similar but cheaper items. It therefore overes-
timates inflation and underestimates poverty
reduction.

Updating weights can address this prob-
lem, but CPI weights are often many years
old. As of July 2012, for example, 13 per-
cent of the African population was living in
countries in which the CPI basket was based
on data from the 1990s (or earlier), and data
on 11 percent of the population were missing
altogether (figure 1.7).

Outlet substitution bias is related to
changes in the retail landscape. Price data
for the CPI are often collected from a fixed
set of stores or markets. With the advent of
discount retail stores in some countries in
Africa, failure to adjust where the price data
are collected is expected to lead to an overes-
timation of inflation and underestimation of
poverty reduction.

Quality change bias reflects the fact that
the quality of a product can change (typically,
improve) while the price remains unchanged.
Evidence from the developed world suggests
that quality change bias generally leads to an
overestimation of inflation (Hausman 2003).
Overestimating inflation thus understates
poverty reduction.

New products bias is similar to quality
change bias. The introduction of new products

FIGURE 1.7 The weights used to construct
consumer price indexes in Africa are outdated
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Note: Figures indicate the share of Africa’s population in 2013 living in
countries in which the weights used to calculate the consumer price index
(CPI) in July 2012 came from each time period.

and brands increases living standards. Econo-
metric techniques seek to estimate the gains
that occur as a result. Hausman (1996, 1999)
measures the consumer gains resulting from
the introduction of new breakfast cereals and
mobile phone services by estimating virtual
(reservation) prices. Whether such techniques
should find their way into the estimation of
the CPI remains controversial.'> New prod-
uct bias is by definition positive. It leads to
an overestimation of inflation in the CPI
and therefore an underestimation of poverty
reduction.

Plutocratic bias arises because CPI weights
are computed in a way that implicitly weights
households in proportion to their total con-
sumption (so-called plutocratic weights) and
are hence more representative of wealth-
ier households (Deaton 1998; Ley 2005;
Oosthuizen 2007). Plutocratic weights are the
natural choice in the deflation of economic
aggregates, such as national accounts, but
generally not the first choice for measuring
poverty and welfare. The alternative would be
weighting all households equally (Prais 1959).
If consumption patterns and rates of inflation
differ among poor, average, and better-off
households, the CPI will not accurately track
the changes in prices experienced by the poor.
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In Africa and other developing regions,
there is empirical evidence that inflation
inequality can be important—that is, the
poor and the nonpoor may experience differ-
ent inflation rates. Whether these differences
result in over- or underestimation of the infla-
tion faced by the poor is less clear. In Burkina
Faso in 1994-98, food crop prices increased
much more quickly than the prices of other
consumer items (Gunther and Grimm 2007).
Because the poor spend a larger share of
their budgets on food, they experienced
higher inflation than other consumers. Infla-
tion inequality has also been documented
in Brazil, Colombia, Indonesia, Mexico,
Peru, South Africa, Tanzania, and Uganda
(Goni, Lopez, and Servén 2006; McCull-
och, Weisbrod, and Timmer 2007; Mkenda
and Ngasamiaku 2009; Okidi and Nsubuga
2010; Oosthuizen 2007). While some stud-
ies find that the inflation poor households
experience is higher, in some countries it is
better-off households that face higher rates
of inflation. Even within the same country,
the direction of bias can change. In Burkina
Faso, for example, the poor encountered

lower inflation than the better off between
1998 and 2003.

Urban bias arises because many CPIs
in Africa are based on prices collected only
in urban areas. Some countries also base
weights only on urban consumption patterns.
Urban-based prices and weights are signifi-
cantly more prevalent in Africa than else-
where (figure 1.8). There is reason to believe
that the urban bias in prices and weights is
even more common than suggested by the
data of the International Labour Organiza-
tion (ILO). For instance, Kenya, which is
listed as having nationwide coverage in the
ILO database, reports, in its CPI publica-
tion, that, outside of Nairobi, urban centers
were selected to represent each province
(KNBS 2010). Whether urban bias matters
in measuring poverty depends on whether
rural inflation does or does not track urban
inflation.

Bias from the treatment of own consump-
tion stems from the practice of including
only market purchases in the CPI weights,
excluding consumption from food grown
by the household. One-quarter of Africa’s

FIGURE 1.8 Both the prices and weights used to construct consumer price indexes in Africa reflect a

strong urban bias
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population lives in countries that exclude
home production from weights; for another
third, it is not clear whether the weights
include home production. The CPI guidelines
issued by the United Nations (UN 2009) leave
the decision on the inclusion of own produc-
tion in weights to the discretion of countries,
because the decision depends partly on what
the index is used for. For the purpose of pov-
erty analysis, where own-consumed goods
are typically included in the consumption
aggregate and valued at (proximate) market
prices, the weights for price indexes should
include consumption of own production. As
with urban and plutocratic bias, whether this
bias matters in measuring poverty depends
on whether the inflation associated with
these goods differs from the inflation associ-
ated with other items.

Biases arising from computational and
similar errors also reduce the accuracy of
the CPI. In Tanzania, for instance, the CPI
underestimated inflation in 2002-05 because
of defective protocols for removing outliers
and other computational errors. The mis-
takes were eventually corrected and the CPI
series revised, though concerns remained
that the series continued to underestimate
inflation (Adam and others 2012; World
Bank 2007). Similar evidence is reported for
Ghana in 1999-2001 (IMF 2003, 2007).

In situations where price changes are
politically sensitive, governments may have
an incentive to exert pressure on statistical
agencies to misreport inflation or strategi-
cally time methodological changes to reduce
measured inflation. If statistical agencies
are not independent, CPI-measured infla-
tion may be biased downward, leading to
an overestimation of poverty reduction (Bar-
rionuevo 2011; Berumen and Beker 2011).
Although the notion of political economy
bias is plausible, political influence on the
computation of the rate of inflation is diffi-
cult to document.

Because of these shortcomings of the CPI,
poverty estimates at the national level often
use alternative approaches to adjust for spatial
or temporal price differences. Some statistical
agencies and academic studies reweight CPI

subcomponents to reflect the consumption
patterns of the poor or construct survey-based
price deflators so that prices and weights are
computed directly from household surveys.
Since there is little agreement or technical
guidance on how to adjust nominal consump-
tion data for price changes, countries often
use ad hoc and context-specific methods.

Another approach is the Engel curve
method, pioneered by Costa (2001) and
Hamilton (2001). It is based on the notion
that changes in food budget shares over time
reflect changes in real incomes. Chapter 2
takes a closer look at what this method sug-
gests about the magnitude and direction of
the CPI bias and the implications for measur-
ing poverty in Africa.

Despite the caveats, national CPIs are
applied almost uniformly for across-survey
price adjustment in the context of global pov-
erty measurement (although in cases where
CPI-measured inflation rates appear highly
implausible, alternative inflation estimates
are occasionally used).

Using purchasing power parities to measure
global poverty

For cross-country analysis, it is necessary
to convert local currency values into a com-
mon currency. The approach has typically
involved using PPP rather than traditional
currency exchange rates to compare both
poverty and GDP across countries.

The PPP exchange rate is based on a large-
scale effort to collect and compare prices for
a set of items across all countries (see World
Bank 2014 for a detailed discussion of PPPs).
The International Comparison Program
(ICP), which is in charge of the PPP calcula-
tions, is a massive global undertaking that
covers thousands of goods and services in
200 countries.!3 About 199 countries, with
97 percent of the world’s population and 90
percent of the world’s economy, participated
in the latest round (2011). In Africa 45 of 48
countries (all but Eritrea, Somalia, and South
Sudan) participated, up from 19 in 1993 and
44 in 2005.

A controversy erupted in 2014 follow-
ing the release of the 2011 PPPs. The debate



40

POVERTY IN A RISING AFRICA

revolved around whether the world has
become more or less equal and whether it
has become less poor relative to the United
States, whose currency is taken as the bench-
mark when calculating these exchange rates.
Such debates have become routine with every
round of ICP PPP releases (see the discussion
in Almds 2012; Ciccone and Jarocinski 2010;
Deaton 2010), partly because in each round
major revisions have been made to methods,
the number of countries participating, and
coverage (rural and urban) within countries,
so that some reranking becomes inevitable.
In the latest release, the consumption and
income of the average developing country
rose by 25 percent (Inklaar and Rao 2014).
The new PPPs project large declines in pov-
erty and a shift in the geography of the poor
from Asia to Africa (Dykstra, Kenny, and
Sandefur 2014; Jolliffe and Prydz 2015).

Experts are divided over whether the 2005
or the 2011 PPP better describes the world.
Supporters of the 2011 round (Deaton and
Aten 2014) argue that the methodological
changes introduced in 2011, in particular
the use of a core global list of goods rather
than 18 ring countries in 2005, undid some
of the mistakes made in the 2005 PPP, which
inflated the price ratios for Africa, Asia
(without Japan), and western Asia by 20-30
percent. On the other side of the debate,
Ravallion (2014) finds that the 2011 PPP
places more weight on strongly internation-
ally traded goods than do past ICP rounds,
seen through a convergence of price levels and
exchange rates, especially in Asia. He argues
that these results are inconsistent with expec-
tations from the methodological changes
introduced in the 2011 ICP round.

Lanjouw, Massari, and van der Weide
(2015) use a multiple imputations approach
that avoids the use of PPPs entirely to rank
poverty rates of countries. Their method gen-
erates multiple imputed consumption and
poverty rates for each country (so for a sam-
ple of five countries, there are five estimates
per country), each corresponding to the esti-
mate obtained when a particular country
is used as the reference in the model. They

then rank countries on the basis of these pov-
erty rates and compare these ranks to ranks
obtained using 2005 PPP and 2011 PPP. For
a sample of five African countries, the 2011
PPP ranking followed the ranking from this
imputation approach more closely than the
2005 PPP did. In contrast, there was no
major difference in the rankings of the 2011
and 2005 PPP on the one hand and the rank-
ing based on the imputation approach for a
sample of countries in Europe and Central
Asia and Latin America and the Caribbean.

What do the latest PPPs say about the
change in national income levels (GDP per
capita) in Africa? The region remains the
world’s poorest, even though its share of
global income inched higher, from 3.3 per-
cent in 2005 to 4.5 percent in 2011. All 10
of the world’s poorest economies were in
Africa. Country rankings within Africa
remained fairly stable, but there were some
changes in rank, such as Botswana and
Gabon at one end and Ghana and Zambia in
the middle (figure 1.9).

Population Census and GDP Data

Surveys and price data are not the only data
needed for estimating poverty. Census data
are needed both to select the sample for a
survey and to estimate the size of the popula-
tion. GDP data from the system of national
accounts are used to estimate poverty in
years with no survey.

Census data

A census is essential for measuring and moni-
toring monetary and nonmonetary poverty,
for several reasons. First, it is the basis for
the sample frame for surveys and the selec-
tion of the primary sampling units (commu-
nities) from which households are sampled.
At the back end of surveys, censuses—spe-
cifically the population projections from the
past census to the survey year—are needed to
obtain the population statistics from the sur-
vey estimates. The absence of an up-to-date
census introduces significant uncertainty into
population-level statistics on living standards
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(or any measures from household surveys)
(World Bank 2015a). Second, census data
have been used to estimate poverty rates and
poverty counts at the smallest possible juris-
diction, through poverty mapping techniques
(Elbers, Lanjouw, and Lanjouw 2003). Third,
census data are useful for understanding a
number of nonmonetary dimensions of living
standards, such as housing conditions and
educational attainment.

Because of the enormous financial, per-
sonnel, and managerial demands of cen-
suses, they are ideally conducted once
every 10 years. The coverage of population
censuses in Africa improved significantly
in the last two rounds. In the 2000 round
(1995-2004), 33 of 47 countries partici-
pated; only 8 countries had no census in the
2010 round (2005-14).* The eight countries
represent about 13 percent of Africa’s popu-
lation. The Democratic Republic of Congo
has not conducted a census since 1984.
Because it is estimated to be the third most
populous country in Africa, obtaining the
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correct count of the poor there is critical for
regional estimates.

Only a handful of countries make their
census data sets available to the public.
The Integrated Public Use Microdata Series
(IPUMS)—the world’s largest collection of
public use census microdata files—currently
includes 19 African countries.'

National accounts data

National accounts are the comprehensive
economic statistics that measure economic
activity in a country. They are also impor-
tant for estimating poverty in years in which
no survey has been conducted. Rather than
assume a steady rate of change in poverty
between survey rounds, researchers apply
per capita growth rates of GDP or private
consumption (referred to as household final
consumption expenditure in the World Devel-
opment Indicators) to the household survey
means to interpolate the pattern of poverty
between two surveys or extrapolate it beyond
the survey range (when no other survey is

Adoption of the 2011 purchasing power parity values increased GDP per capita figures across Africa
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available).'® For a country with only one sur-
vey, the survey mean is adjusted forward and
backward using the real growth rate of GDP
per capita to give poverty estimates in other
years (see World Bank 2015a). These calcula-
tions assume that GDP per capita or private
consumption per capita grows at the same
rate for everyone.

When used to interpolate, national
accounts imputation is preferred over assum-
ing a steady rate of poverty change between
survey rounds. This approach helps capture
possible downturns and upswings between
surveys. The assumption that each house-
hold’s consumption expands uniformly at the
rate of the overall economy becomes more
tenuous when extrapolating beyond the sur-
veys, especially farther into the future (or the
past).

One reason why the reliability of GDP-
imputed poverty estimates declines the far-
ther away the estimate is from the actual
survey is that the structure of the economy
changes over time. Every year statistical agen-
cies collect proxy information on the level of
production in various sectors. They aggregate
these values assuming the structure of the
economy in the base year. As the structure of
the economy changes (for example, the agri-
cultural sector shrinks and the service sector

FIGURE 1.10 Rebasing increased GDP values in many African

countries
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grows), the base year becomes less and less
representative of the economy and therefore
requires updating. The international recom-
mendation is to update the base year at least
every five years. This process of replacing the
base year is known as rebasing.

Thanks to rebasing, a national economy
can grow statistically overnight (figure 1.10).
The GDP rebasing exercise carried out by
Ghana in 2010, for example, caused such a
large increase in GDP that Ghana jumped
from low-income to low-middle-income
country status. Rebasing in Nigeria in 2014
propelled it to surpass South Africa as the
biggest economy in Africa. The announce-
ment drew much attention from the media,
business community, economists, and inter-
national organizations (BBC 2014; Econo-
mist 2014; Magnowski 2014).

Only 22 countries in Africa (less than half
of all countries) use base years that are more
recent than 2004. Growing sectors may thus
be undercounted, leading to underestimation
of GDP, GDP growth, and poverty reduction.
Given that rebasing typically gives greater
weight to nonagricultural sectors, which are
not as powerful at reducing extreme poverty
as agricultural growth, underestimation of
poverty reduction is likely to be smaller than
underestimation of GDP (Christiaensen,
Demery, and Kuhl 2011; Loayza and Raddatz
2010).

Of the 14 countries that rebased their
GDP in the last 10 years, only 3 reported a
decline in GDP. Some of the upward revisions
were large, partly because the base year had
not been changed in many years.

Interpolation and extrapolation are neces-
sary to estimate poverty in years in which no
survey data are available. Should the imputa-
tions be based on GDP or private consump-
tion data from national accounts? Private
consumption is preferred, because it captures
a set of goods and services that more closely
mirrors consumption from household surveys
(see Deaton 2005 for a critique of private con-
sumption as a proxy for household survey
consumption). In practice, however, consider-
ations such as the availability and quality of
GDP and private consumption data and the
strength of correlations between data from
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national accounts and household surveys
typically influence the choice. PovcalNet uses
private consumption per capita for interpola-
tions, except in Africa, where it uses GDP per
capita.

For 1991-2012 the average ratio of aver-
age consumption per capita from household
surveys to average private consumption per
capita from national accounts (based on 83
household surveys in Africa) was 0.86. This
figure is similar to the global average but less
than the ratio of 1.0 for Africa estimated in
Deaton (2005). The ratio of average con-
sumption per capita from household surveys
to GDP per capita for the same sample of sur-
veys was 0.61. This figure is two-thirds of the
global average (0.9) and 60 percent of the 1.0
ratio reported in Deaton (2005). The lower
ratio when using GDP is expected, because
GDP includes more than private household
consumption.

What about growth rates? For a subset of
countries for which two comparable surveys
are available, annual per capita growth rates
from the household consumption surveys can
be compared with the corresponding annual
per capita growth of GDP and private con-
sumption from national accounts. Annual
growth rates are 0.41 percentage points
higher for private consumption per capita
and 1.2 percentage points higher for GDP
per capita than estimates of consumption per
capita growth from household surveys (based
on a simple country average for each period
for which comparable pairs of survey data
are available). For Africa overall, without
restricting to years with comparable surveys,
GDP and private consumption per capita
growth rates from national accounts are
very close, with the GDP per capita growth
rate higher by only 0.02 percentage points
on average. This finding suggests that the
performance of GDP in tracking consump-
tion from surveys is worse in the subset of
countries for which comparable surveys are
available. Overall, using private consump-
tion from national accounts rather than GDP
to impute poverty when surveys are lacking
does not appear to make a significant differ-
ence. Both sources lead to overestimation of
the decline in poverty.

In Kenya, for example, where the last
household survey was conducted in 2005, the
poverty rate associated with the $1.90 pov-
erty line was 34 percent. Extrapolating from
the 2005 survey using a real average GDP
per capita growth rate of 2.3 percent yields
a poverty estimate of 26 percent for 2012.
Reducing the growth rate by 0.5 percent-
age point a year increases the estimate to 28
percent. The larger the measurement error in
GDP growth rates and the older the survey
data the projections rely on, the larger the
difference between the “true” and the esti-
mated poverty rate using projections.

The Political Economy of
Data Production

After years of investment in statistics by
African governments and the international
development community, a feeling of disap-
pointment is noticeable in recent discussions
about the absence of adequate data for pov-
erty measurement, let alone high-quality
data. The issues are not unique to consump-
tion data (box 1.3). Explanations for the
delays in the availability of data and quality
improvements point to inadequate funding,
the limited capacity of national statistical
offices, the lack of strategic planning, and
administrative cultures. The response of some
supporters of statistics in the region has been
to ask for more money and more capacity
building. But there is increasing recognition
that the problem may be more deeply seated
than lack of money or technical expertise.

Country-Level Factors Associated with
the Availability, Comparability, and
Openness of Data

Do richer countries in Africa tend to have
more surveys and more surveys that are com-
parable? Are countries that receive more aid
doing a better job of collecting data, perhaps
because donors have an interest in show-
ing results? Which countries collect more
frequent and comparable consumption sur-
vey data and make the data available to the
public?!”
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Poor quality and lack of comparability affect many
kinds of data in Africa, not just consumption data.
One telling sign is the wide variance in indicators
such as health care use, educational enrollment,
adult literacy, child mortality, and access to water
and sanitation for the same country from different
surveys (box 3.2, in chapter 3, shows the challenge
of tracking adult literacy). Another is the divergence
between survey and administrative data (see, for

BOX 1.3 Many kinds of data in Africa are unreliable

example, Gaddis and Hoogeveen 2015). Although
political incentives to show positive results may
drive some of the differences between surveys and
administrative data (Sandefur and Glassman 2015),
data quality problems also play a role. Estimates of
maize yields for Malawi for 2006/07, for example,
range from 1,700 kilograms per hectare to more
than 2,500 (a difference of almost 50 percent)
(Carletto, Jolliffe, and Banerjee 2015).

This section groups countries in four
ways—by income level, natural resource
endowment, geographical location (land-
locked versus coastal), and fragility—to iden-
tify patterns. Besides these broad groupings,
the analysis draws attention to the role of
governance and development aid in data pro-
duction. The upper panel in table 1.2 reports
results for Africa, whereas the bottom panel
shows results for developing countries in
other regions.

Lack of financial resources is generally
considered as a major constraint to statistics
in Africa. Surprisingly, this is not supported
by the results. In Africa, middle-income coun-
tries neither collect more consumption surveys
than low-income countries, nor are the surveys
they collect more likely to be comparable or
open to the public. Outside of Africa, middle-
income countries collect more consumption
surveys than low-income countries, but the
relationship turns insignificant after control-
ling for the share of aid in the budget, political
freedoms, and government effectiveness.

African countries that are rich in natural
resources conduct fewer consumption sur-
veys than non-resource-rich countries in the
region. Both in Africa and in other regions,
fragile countries collect fewer consumption
surveys than nonfragile countries, although
in Africa, the statistical significance disap-
pears after controlling for the share of aid in
the budget, political freedoms, and govern-
ment effectiveness. Unexpectedly, in some
specifications, the share of surveys that are

comparable and open to the public is higher in
fragile than in nonfragile countries in Africa.

Countries receiving more development
aid (as a share of the government budget)
might be expected to have more and higher-
quality poverty data (defined narrowly as
having consumption surveys that are compa-
rable), in part because donors are presumably
interested in collecting data with which to
assess whether their aid is having an impact.
There is no strong evidence that they do. In
the non-African sample, there is a negative
correlation between aid and the number of
consumption surveys. In the African sample,
there is no statistically significant relation-
ship between aid and the number of con-
sumption surveys or the share of comparable
surveys. In fact, the more aid a country in
Africa receives, the less likely it is to open its
surveys to the public.

The lack of positive correlation between
aid and data production in Africa is puzzling.
It may be that donors do not explicitly or
implicitly demand more or better data. Alter-
natively, the incentives of donors and govern-
ments could be misaligned. An example of
such misaligned interests is the case in which
donors ask and are willing to pay for data
that are high in quality (small sample, multi-
topic surveys) though less frequently collected,
whereas governments prefer larger samples
that are representative at lower administrative
levels (CGD 2014). National statistical agen-
cies can be caught between the preferences of
donors and those of their governments.
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TABLE 1.2 Only a few country characteristics are correlated with the number and share of comparable and
open consumption surveys

Number of Share of consumption Share of consumption
consumption surveys that are surveys that are
Country characteristic surveys comparable open
(1a) (1b) (2a) (2b) 3a) (3b)
Africa
Middle-income -0.781 -0.343 -0.072 -0.141 0.068 0.069
Resource-rich -0.869% -1.115% -0.096 0.075 0.016 -0.079
Landlocked 0.794 1.093 0.047 -0.268* -0.056 0.015
Fragile —-1.963*** -0.823 -0.084 0.396* 0.169*** -0.010
Log of aid share of government budget -0.146 0.031 -0.076*
Worldwide Governance Indicators
— government effectiveness index 0.363 0.581%** -0.280%*
Political rights freedom index -0.165 0.101* -0.022
Outside Africa
Middle-income 4.107** 2.360 0.090 0.146 0.094 0.160
Resource-rich -0.954 -2.755 0.233** 0.166 0.050 -0.067
Landlocked 1.349 3.675%* 0.189%* 0.122 0.046 -0.001
Fragile —-6.236***  —4.766%** 0.025 0.156 0.020 -0.094
Log of aid share of government budget =1.707%** 0.020 -0.003
Worldwide Governance Indicators
— government effectiveness index -1.371 -0.018 -0.073
Political rights freedom index -0.895 0.026 0.009
Number of observations 133 93 133 93 132 93
R-squared 0.251 0432 0.098 0.390 0.096 0.189

Sources: Survey counts: International Household Survey Network, World Bank microdata library, and PovcalNet. Government effectiveness variable:
Worldwide Governance Indicators. Freedom index: Freedom House. Other control variables: World Development Indicators.

Note: The data set consists of one observation per country. In columns 1a and b, the dependent variable is the total number of consumption surveys con-
ducted between 1990 and 2012. In columns 2a and b, the dependent variable is the share of consumption surveys that are comparable. In columns 3a and
b, the dependent variable is the number of surveys that are open (that is, available to the public). The freedom index is Freedom House’s freedom of politi-
cal rights and civil liberties. It ranges from 1to 7, where 1 is the most free and 7 is the least free. Regressions control for population and land area. Standard
errors are clustered at the country level. The constant term is not shown. The R-squared is for a pooled regression (African and non-African countries) with
interaction terms.

Significance level: * = 10 percent, ** = 5 percent, *** = 1 percent.

Unlike aid, good governance is positively
correlated with higher-quality data in Africa.
The government effectiveness indicator—one
of six dimensions of governance tracked in
the Worldwide Governance Indicators (WGI)
database—is highly correlated with greater
comparability of surveys. However, the indi-
cator is negatively correlated with the share
of household surveys that are open. Political
openness is (measured by the freedom index)
also positively correlated with a greater share
of comparable surveys.

Alternative indicators of statistical capac-
ity and governance yield stronger results.
There is a strong positive correlation between

a country’s score on the statistical capac-
ity indicator (which measures a country’s
data collection, data availability, and data
practices) and a country’s safety and rule of
law score (one of the governance indicators
tracked in the Ibrahim Index of African gov-
ernance) (figure 1.11). Countries with better
scores on safety and rule of law also have
higher statistical capacity scores.

Political Aspects of the Lack of
Good-Quality Data

The production of statistics is a technically
complex task. It involves mobilizing financial
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FIGURE 1.11 Good governance and statistical capacity go together
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and human resources on a large scale and
establishing robust quality control mecha-
nisms. Pervasive asymmetries of information,
which create difficulties if users or buyers
seek to verify the quality of the product, ren-
der the task even more complicated.

These challenges partly explain the lack of
high-quality consumption surveys. But gov-
ernments in Africa have been able to meet
their capacity needs in performing other
activities that are more or equally complex
technically, such as delivering antiretroviral
drugs to people with AIDS and conducting
national elections (Hoogeveen 2015). Why
have they failed to produce more and better
data on living standards?

Several recent reports and papers advance
the proposition that data are weak because
of the political preferences of elites (Car-
letto, Jolliffe, and Banerjee 2015; CGD 2014;
Devarajan 2013; Kritke and Byiers 2014;
Hoogeveen 2015; Jerven 2013). According to

these studies, autonomous statistical agencies
fail to emerge even where legislation man-
dates them because the norms and proce-
dures for making decisions remain informal
(personalized), centralized, and even ad hoc
(Kritke and Byiers 2014). As a consequence,
statistical agencies are unable to produce
timely, good-quality data that are free of
bias. This failure leaves the agencies vulner-
able to pressure from local political and well-
organized advocacy groups (CGD 2014). In
addition, where outside financiers tie funding
to specific indicators (such as school enroll-
ment), both statistical offices and local poli-
ticians may have incentives to exaggerate
achievements—and produce unreliable data
to support them.

The political environment in many Afri-
can countries is characterized by ethnic
divisions, fractious alliances, high degrees
of competition for political leadership and
economic resources, and vague rules of the
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game. Many elites in such contexts may take
a hostile attitude toward reliable and timely
data collection, which they consider a par-
tisan audit of their performance. This ten-
dency creates strong incentives to establish
competing and politicized statistical units,
which in turn leads to fragmentation, dupli-
cation, wastage, and, ultimately, ineffective
agencies.

Political elites may not favor good-
quality statistics for other reasons as well.
First, where clientelism exists and opportuni-
ties to engage politically are limited, as is the
case in most African countries, a record of
achievement that can be supported by good-
quality data is unnecessary, because support
from a small group of power brokers suffices

(Hoogeveen 2015). Second, because sup-
porting the patronage network is costly, the
opportunity costs of funding high-quality sta-
tistics are high in terms of political survival.
Third, poor-quality statistics allow elites
to escape accountability, because they can
contest bad outcomes. This lack of demand
by and support from the top of the political
hierarchy may be the most important con-
straint to changing the poverty data land-
scape in Africa. However, experiences from
other regions (notably Latin America and the
Caribbean) suggest that regional cooperation
and peer learning, together with international
standards and technical guidelines, can still
go a long way in improving the quality and
consistency of existing data (box 1.4).

BOX 1.4 Can donors improve the capacity of national statistics offices? Lessons learned

from MECOVI

The Program for the Improvement of Surveys and
the Measurement of Living Conditions in Latin
America and the Caribbean (known as MECOVI,
its acronym in Spanish) was a coordinated effort
led by the Inter-American Development Bank, the
United Nations Economic Commission for Latin
America and the Caribbean, and the World Bank
to provide technical assistance to national statisti-
cal offices to increase their capacity to produce high-
quality household surveys in a sustainable manner.
Launched in 1996, the program was active until
2005. The concept and framework it developed still
influence household surveys in the region.

The program has been widely recognized as
successful in building the capacity of participating
countries’ statistical agencies, encouraging regional
cooperation and peer learning, and establishing the
foundations for the sustainability of household sur-
vey programs. Several lessons emerge from the pro-
gram’s success:

¢ Planning for the medium term was crucial. The
minimum timeframe for all activities was four
years.

e Concentrating on a limited and focused set of
activities related specifically to household surveys
helped obtain objectives. Clearly allocating local
funds to surveys and outside resources to techni-
cal assistance rather than data collection led to
sustainability.

e Commitment and ownership were key. The
national statistical office in each country clearly
defined its resources, activities, and work plans.

¢ Defining the governance structures of the three
sponsoring institutions was important.

e Regional training and experience-sharing activi-
ties focused on South-South exchanges were
critical.

The focused nature of MECOVT’s support for
household surveys created “islands of efficiency” in
some of the least-developed statistical offices. Survey
departments became the “favorite child”—with the
most funding and the best resources—but the tech-
nical nature of the support allowed for significant
spillovers to other departments, which benefited
from improvements in areas such as data quality
control, questionnaire design, sampling, and data
entry.

Is MECOVI replicable? Some factors that con-
tributed to its success (such as significant interest in
household surveys to measure poverty) cannot be
reproduced. Others, however, can be. They include
close coordination among donors, cooperation
between countries, a long-term view, clearly defined
and limited goals, heavy involvement of national sta-
tistical offices, well-focused objectives, and secure
funding.

Contribution by Jose Antonio Mejia-Guerra.
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Reappraising the Information
Base on Poverty

The ability to track poverty accurately in
Africa hinges on overcoming the many data
challenges identified in this chapter. Among
these challenges, one set of issues concerns
the availability, comparability, and quality
of consumption data. A second involves the
quality and possible biases in the most com-
monly used price data (the CPI) used to mon-
itor real standards of living.

Filling in Years with No Consumption
Survey

One major data challenge is that consump-
tion surveys are not conducted every year.
Global or regional poverty estimates fill in
gaps between surveys by relying on GDP or
private consumption data as an approxima-
tion of consumption growth. Additionally,
some consumption surveys may be noncom-
parable or of dubious quality. If comparabil-
ity and quality concerns result in excluding
some surveys, greater reliance will need to be
placed on GDP-based imputations.

The alternative to using GDP imputations
to fill in missing data is to use survey-to-
survey (S2S) imputations. This approach
relies on at least one survey with consump-
tion (the reference survey), which is used
to build a model that can be used to esti-
mate consumption in other surveys based
on other household traits. The fact that this
approach can make use of many types of
nonconsumption surveys, such as the DHS
and the MICS, is one of its main attractions.
The approach can be used to address multi-
ple data problems, including low frequency,
lack of comparability, and poor quality. If
the model eschews regressors that require
adjustments in the cost of living, concerns
about the CPI bias can be addressed simulta-
neously (because the imputation is effectively
in real terms). The model’s success depends
on the stability of the estimated relationship
between consumption and the household
traits tracked. The evidence mostly suggests

that this method does not pose major issues,
at least when there are no dramatic turn-
arounds in the economy or the predictions
are not too far in the future (Christiaensen
and others 2012; Douidich and others 2013;
Kijima and Lanjouw 2003).

Using the Engel Curve Approach to
Avoid the Biases Inherent in the CPI

Engel’s Law is based on the observation
that the share of food in households’ con-
sumption declines as income increases. The
Engel curve method exploits this empiri-
cal regularity to estimate changes in real
incomes based on changes in food budget
shares over time, controlling for other fac-
tors that affect the household’s allocation of
its budget between food and nonfood items
(for example, the demographic composi-
tion of the household and the relative prices
of food and nonfood items) (Costa 2001;
Hamilton 2001). Inconsistencies between
changes in real incomes estimated by the
Engel curve method and measured changes
in real incomes (for instance, CPI-deflated
nominal incomes) are regarded as evidence
of measurement bias in the CPI. A drift of
Engel curves to the left, so that over time a
given food budget share is associated with
a smaller level of real income, is an indica-
tion that the CPI overstates increases in the
“true” cost of living and that real incomes
are increasingly underestimated (Hamilton
2001).

The key identifying assumption of this
approach is that no unobserved factors affect
the share of the budget spent on food (that is,
there are no changes in preferences or price
changes beyond the broad factors for which
the model controls). This assumption is not
trivial and can be violated (because of shifts
in preferences toward specific consumer
durables, such as mobile phones, for exam-
ple). For this reason, although the method
can provide useful indications of CPI bias,
especially when applied to a large number of
countries, the results should not be overinter-
preted for any specific country.
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Recognizing Other Challenges in
Measuring Poverty

Several other challenges make measuring pov-
erty difficult.'® First, it is difficult to monetize
the consumption of many goods and services.
For example, the market price of food grown
and consumed by the household (or given as
a gift or wage payment) must be estimated in
order to monetize the value of that food. The
use value of housing and durable goods, when
included in the consumption measure, must
also be estimated. Although econometric
techniques can be used to estimate the rental
price when a home is owned by a household,
for example, the estimates are reliable only if
a robust rental market exists, which is not the
case in many rural areas of Africa. The prob-
lem of imputing a use value is complicated
by the fact that the typical data collected in
surveys do not always reflect the information
needed to calculate use values. For instance,
many surveys collect information on whether

families own specific consumer durables, but
few collect information on the (current or
past) value of these items. Many consumption
measures include expenditures on education
and health, but they understate the “true”
consumption value if those services are subsi-
dized or publicly provided.

Second, the global monitoring of poverty
uses consumption per capita as the mea-
sure of welfare comparisons, dividing total
household consumption by the number of
household members. Such a practice ignores
differences in consumption across household
members and economies of scale in house-
hold consumption. Failure to address both
issues may affect poverty comparisons across
groups within and across countries.

Third, having chosen consumption as
the welfare measure, a standard needs to be
set to determine who is poor and who is not;
different approaches exist to determine such
a poverty line (box 1.5).

BOX 1.5 Whatis the threshold for being poor?

Measuring poverty requires setting a level of con-
sumption below which people are defined as poor.
Most developing countries define a national pov-
erty line based on the cost of a “basic needs” food
basket, with some allowance for fundamental non-
food requirements (such as clothing and housing).
Although these national lines have the advantage
of measuring poverty according to country-specific
standards and circumstances, they are not compara-

ble across countries. For instance, Uganda’s national  in this report.

poverty lines are based on a minimum daily calorie
intake of 3,000 kcal per adult, which is much higher
than the norms used in neighboring Kenya (2,250
kcal) and Tanzania (2,200 kcal). Many other salient
differences also undermine cross-country compari-

sons of national poverty lines.

To measure poverty at the global or regional level
and to compare poverty across countries, it is com-
mon practice to apply the same absolute standard
in each country to estimate the number of poor.

The World Bank’s international poverty line has  one used by Jolliffe and Prydz (2015).

historically been defined as a line that is representa-
tive of national poverty lines in the poorest coun-
tries, after conversion into a common currency using
PPP exchange rates (World Bank 1990; Ravallion,
Datt, and van de Walle 1991; Chen and Ravallion
2010). In 2008 this international line was estimated
at $1.25 per capita per day at 2005 prices. In 2015
the line was updated to $1.90 at 2011 prices based
on results from the 2011 PPP round, the value used

Several researchers have proposed alternative pov-
erty lines. Ravallion and Chen (2011) and Chen and
Ravallion (2013) propose “weakly relative” poverty
lines, which combine features of an absolute poverty
line for the poorest countries with the notion that
once a country has passed a certain income threshold
the poverty line should increase with rising per capita
income. Klasen and others (forthcoming) propose
an international poverty line of about $1.70 in 2011
prices, derived using a method that is similar to the
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Concluding Remarks and
Recommendations

The production of social and economic sta-
tistics in Africa has been improving over the
past 20 years. More household surveys are
being conducted. Participation in decennial
census rounds is rising. More countries are
updating their GDP base years. Participation
by African countries in the latest Interna-
tional Comparison Program round reached
the highest level ever. Data on governance,
political attitudes, and other nonmonetary
aspects of poverty are being collected in
greater volume, as are gender-disaggregated
data on health, violence, and empower-
ment-related issues. These data have helped
researchers examine poverty from a broader
perspective.

These improvements are welcome, but
there is cause for concern, for three main
reasons. First, data production has increased
from a very low base. A sustained effort in
producing data will continue to be important
if the region hopes to catch up with other
regions.

Second, many of the data that have been
produced, especially consumption data,
are of poor quality; in the worst cases, they
are unusable. For instance, of the 148 sur-
veys reviewed, only 78 were comparable to
another survey in order to track poverty.
Only 11 countries rely on GDP base years
that are no more than five years old, the rec-
ommended frequency of updating.

Third, data problems are more than tech-
nical. An important, often underappreciated
reason for low investment in statistics in
Africa is that frequent and high-quality sta-
tistics do not enjoy strong support from poli-
ticians and policy makers. Once produced,
its use does not preclude another person’s use
of it. As such they can be used by indepen-
dent researchers, advocacy groups, and rival
politicians to illuminate progress but also to
audit performance of incumbents.

Because of these problems, the founda-
tion on which to make policy and demand
accountability for results is weak. What can
be done?

Rethink the financing model. The most
desirable and sustainable arrangement
for financing a country’s statistical needs
is through domestic resources. Doing so
requires elites to embrace the benefits of evi-
dence-based decision making and make the
collection of statistics the responsibility of
an autonomous agency, run by an indepen-
dent governance board and professionalized
staff. The agency should have a clear mandate
regarding the types of data it is to collect, ded-
icated funding from general appropriations,
and clear reporting arrangements to institu-
tions that represent the electorate, such as par-
liament. Current political arrangements often
favor limited funding for statistics, perhaps
to exercise influence over statistical agencies.
The replacement of domestic financing by
donor financing has not always been effective
because the interests of donors are not always
aligned with the interests of governments.

Alternative financing models are therefore
needed. One model would require donors,
such as the World Bank, to finance statisti-
cal production in perpetuity through grant
programs in countries that are unwilling to
produce good-quality statistics. This model
would be akin to the model the U.S. Agency
for International Development (USAID) fol-
lows with the DHS. Where there is domestic
interest in improving the volume and quality
of statistics but financing is a constraint, a
cofinancing arrangement could be pursued.
For instance, donors could finance a larger
share of the costs in the early stages of data
production. As domestic resources expand
and institutional capacity grows, that share
would decline. Additional incentives to
increase demand through open data access,
participation in regional programs for stan-
dard setting, and additional capacity support
could be built into the compact.

Focus on results and open data access. Too
many statistical support programs focus on
inputs and outputs rather than results. There
is also weak demand for data production.
Opening data to public access could address
both problems. Public scrutiny by users and
policy makers could help improve qual-
ity and increase accountability. Knowledge



THE STATE OF DATA FOR MEASURING POVERTY

51

production externalities would follow, as
research using the data expands.

Develop and enforce methodological and
operational standards. The ultimate aim of
improving the capacity of national statisti-
cal offices should be to enable them to collect
more frequent and higher-quality data. But
better outcomes are possible even without
more frequent data collection. The average
African country implemented four consump-
tion surveys in the past two decades, but
many of them cannot be used because of com-
parability and quality concerns. Had survey
methods been consistent, the data collected
could have been useful. Developing consen-
sus on international standards for measuring
monetary poverty would help guide countries
on international best practices for measuring
monetary poverty.

Notes

1. PovcalNet is the World Bank’s online analysis
tool. It is available at http://iresearch.world
bank.org/PovcalNet/.

2. Latin American and some Europe and Central
Asian countries traditionally use income
instead of consumption to measure poverty.
Measuring household income in economies
dominated by subsistence agriculture and
informal self-employment, which includes
most African countries, is complicated. For
this reason, consumption is generally the pre-
ferred indicator of monetary living standards
and poverty.

3. This result is based on reviews of the inven-
tory in the International Household Survey
Network, a voluntary association of devel-
opment partners and member countries that
aims to improve the availability, accessibility,
and quality of household surveys.

4. Consumption surveys collect data on more
than just consumption. If they are carried out
as integrated surveys, they provide informa-
tion on income sources, labor, use of educa-
tion and health care services, remittances,
social assistance, and other socioeconomic
dimensions of households.

5. Data from the Zimbabwe 2007-08 Income
Consumption Expenditure Survey are avail-
able, but that survey was conducted during
a period of hyperinflation, making it very

10.

11.

12.

challenging to use any monetary measures.
The survey has been used to measure other
aspects of well-being.

Other survey design and implementation fea-
tures can also render survey-based consump-
tion estimates incomparable. The focus here
is on the most common types of comparabil-
ity problems.

Even though 180 surveys were identified,
only 148 were available in the World Bank’s
microdata library and could be included in
the review. Not all of these 148 surveys were
available for use by the report team, however.
Some surveys do not include a consumption
aggregate with which to measure poverty.
Some include consumption measures but
have not gone through a vetting process used
by the World Bank. Others (such as South
Africa 2000) have consumption aggregates
that are available only as grouped data. The
team was able to use 113 of the 148 surveys
for the analysis of poverty trends.

In Kenya, for instance, the number of food
items increased from about 80 in the 1997
Welfare Monitoring Survey to more than 150
in the 2005/06 Kenya Integrated Household
Budget Survey. In Zambia the number of
food items rose from less than 40 to more
than 130 between the 2006 and 2010 rounds
of the Living Conditions Monitoring Survey.

. The Kenya and Niger studies do not offer a

benchmark for consumption that is taken as
true consumption. The Tanzania study pro-
poses that the intensive personal diary is such
a benchmark. Both the Kenya and the Niger
studies find that diary consumption is lower
than recall consumption, but it is not clear
whether the finding indicates underreporting
in the diary survey or overestimation in the
recall survey.

Poor questionnaire design (flow and question
wording or content) is an important aspect of
quality that is not related to process.

Using spatially deflated consumption mea-
sures does not change the overall story in
chapter 2. Some poverty estimates are lower,
some are higher, and many show no change
when consumption is adjusted for price dif-
ferences. Likewise, the inequality analysis in
chapter 4 is robust to using spatially deflated
consumption measures.

An influential National Research Council
report (Schultze and Mackie 2002) argues
against including the virtual price reduc-
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tions associated with the introduction of new
goods in the U.S. CPL

13. Unlike national CPIs, PPPs are not intended
for assessing changes in country-level prices
over time (Feenstra, Inklaar, and Timmer
2015).

14. The 14 countries that failed to participate
in the 2000 round were Angola, Burundi,
Cameroon, Chad, the Democratic Republic
of Congo, Eritrea, Ethiopia, Guinea Bissau,
Liberia, Madagascar, Nigeria, Somalia, Sudan,
and Togo. The 8 countries that did not par-
ticipate in the 2010 round were the Central
African Republic, Comoros, the Democratic
Republic of Congo, Equatorial Guinea, Eritrea,
Madagascar, Sierra Leone, and Somalia. Sierra
Leone conducted a census in late 2015.

15. See https://international.ipums.org
/international/.

16. To calculate the poverty rate for years
between two surveys, one can take the first
survey and apply the GDP growth rate for-
ward to the interim year, take the second sur-
vey and apply the GDP growth backward to
the interim year, and take the average of the
two poverty estimates, weighted by the num-
ber of years to the first and second survey.
This weighting gives a survey closer to the
interim year more weight.

17. Openness in this section is defined as access
to the public and hence differs from the con-
cept of availability in the previous discussion,
which considers only whether data are acces-
sible to the report team.

18. These challenges feature prominently not
only in cross-country poverty measurement
but also in poverty measurement for a single
country using national poverty lines.
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Revisiting Poverty Trends

r I This chapter examines trends in pov-
erty in Africa using household con-
sumption, generally the variable of

choice for tracking poverty there.! In many

African countries, such data are collected

infrequently, are of poor quality, or are not

comparable across surveys. How these data
challenges are dealt with often underlies dif-
fering views about Africa’s progress toward
reducing poverty, including the Millennium
Development Goal (MDG) target of halving
poverty by 2015.2
The chapter is divided into five sections.

The first section looks at whether correct-
ing for the comparability and quality of data
changes the view of how poverty has evolved
in Africa. It focuses on region-wide trends,
with specific countries featured only for illus-
trative purposes. The results are benchmarked
against the World Bank’s PovcalNet, the most
comprehensive repository for poverty data
for calculating regional and global trends.
Scrutiny of data quality and comparability
entails excluding some data, which leads to
reliance on imputations to obtain long-term
trends. The second section checks whether
these imputations drive the alternative trends
reported here, by reporting poverty trends
using alternative methods and assumptions.

This chapter was written with Nga Thi Viet Nguyen
and Shinya Takamatsu.

The third section provides a brief profile of
the poor, based on country typology, location
within a country (urban/rural), and gender.
The fourth section examines the dynamics of
poverty—the movement of people into and
out of poverty. The last section summarizes
the chapter’s main findings.

Trends Using Comparable
and Better-Quality Data

According to the latest estimates in Povcal-
Net, the share of Africa’s population living
below the international poverty line of $1.90
declined from 57 percent in 1990 to 43 per-
cent in 2012. This rate of poverty reduction
was the slowest among the major regions of
the world.

Consensus about the accuracy of these
figures is lacking, because of debate over the
quality of the data (Pinkovskiy and Sala-i-
Martin 2014; Young 2012). What does the
trend in poverty look like if known data com-
parability issues across surveys within coun-
tries and quality problems are addressed?3

Figure 2.1 shows four trends. The
PovcalNet line shows changes in poverty
based on all surveys in its database. These
estimates are population-weighted poverty
rates from 47 of Africa’s 48 countries. Of
the 47 countries for which poverty estimates
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FIGURE 2.1

Adjusting for comparability and quality changes the
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have been computed, one or more surveys are
available for 43.4 For each of these countries,
a poverty rate is estimated from actual survey
data (regardless of comparability or quality).
For years without surveys, per capita growth
in gross domestic product (GDP) is used to
simulate consumption growth between sur-
vey years (see World Bank 2015b for a dis-
cussion of the method).

Additional estimates are based on only
comparable surveys, comparable and good-
quality surveys (as described in chapter
1, and henceforth referred to as corrected
data), and comparable and good-quality
surveys without Nigeria.> For the subset of
comparable surveys identified in each coun-
try, the imputation methodology used in
PovcalNet, which relies on growth in GDP
per capita, was applied to fill gaps between
surveys. By design, this method relies on
fewer surveys and more imputed estimates
of poverty.

Another set of estimates goes a step farther
by taking quality as well as comparability
into account. Starting from the subset of sur-
veys deemed comparable, this estimate drops
surveys of poor quality. This step affected five
countries (Burkina Faso, Mozambique, Nige-
ria, Tanzania, and Zambia), which together
represent 30 percent of Africa’s population.
Detailed descriptions of the quality of the sur-
veys were used to determine which to exclude
(Alfani and others 2012; World Bank 2012,
2013, 2014b, 2015¢). For Nigeria, home to
18 percent of the population of Africa, this
implied dropping the two comparable surveys
(both of poor quality), and replacing them by
one deemed of good quality (at the expense of
greater reliance on imputation). The last set of
estimates is based on a sample that corrects
for comparability and quality and excludes
Nigeria.

Correcting only for comparability shows
slightly higher regional poverty rates between
1990 and 1999 but little change in trends
compared with the PovcalNet estimates.
Correcting for quality and comparability
leads to a change in level after about 2002.
Using these surveys only, the estimate of pov-
erty in Africa is 6 percentage points lower
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(37 percent instead of 43 percent) than the
PovcalNet estimate in 2012. Nigeria accounts
for a large fraction of this change. The fourth
estimate, based on surveys that were both
comparable and of good quality and excludes
Nigeria, shows that poverty declined from
about 55 percent to 40 percent (15 percent-
age points), compared to the 14 percentage-
point decline (from 57 percent to 43 percent)
revealed by the PovcalNet data.

The headcount poverty rate is a simple
measure of the share of the population liv-
ing below the poverty line; it does not dis-
tinguish among the poor. Depth of poverty
captures the amount of shortfall in consump-
tion among the poor as a share of the poverty
line. Severity of poverty adds more weight to
the shortfall of the poorest and thus captures
inequality among the poor.

Measures of the depth and severity of pov-
erty follow trajectories similar to the pov-
erty rate (see panels b and ¢ of figure 2.1).
In 1990 the depth of poverty was 25 per-
cent using PovcalNet (compared to 23 per-
cent using corrected data), indicating that
resources equivalent to 25 percent of the
value of the poverty line per person would
have been needed to eliminate the shortfall in
consumption among the poor. By 2012 this
share had fallen to 14-17 percent, depending
on the sample used. The severity of poverty
also declined, falling from about 12 per-
cent in 1990 (compared to 14 percent using
PovcalNet) to 7-8 percent using corrected
data (9 percent with PovcalNet).®

The trends based on corrected data raise
two major concerns, both of which poten-
tially bias the results in a way that may

BOX 2.1
reduction

Adjusting the data for Nigeria has a huge effect on estimates of poverty

Nigeria is home to 18 percent of Africa’s population.
As a result, it has a major effect on regional levels
and trends in poverty.

Nigeria has conducted household budget sur-
veys since the early 1990s, but design changes made
them noncomparable. Since 2003 it has measured
poverty by conducting two Nigeria Living Standard
(NLSS) and two General Household Survey Panel
(GHS-Panel) surveys. Official national poverty
measures and PovcalNet use the NLSS 2003/04
and 2009/10.

The NLSS and GHS-Panel are not comparable,
and they differ in the quality of implementation
(World Bank 2014c). The poverty estimates and
trends from the two sources also differ sharply. At
the $1.90 poverty line (2011 PPP), poverty rates
from the NLSS 2009/10 (53 percent) are twice as
high as rates obtained from the GHS-Panel 2010/11
(26 percent). The NLSS shows no change in pov-
erty between 2003/04 and 2009/10, whereas the
GHS-Panel suggests a decline from 26 percent in
2009/10 to 23 percent in 2012/13. Using the GHS-
Panel instead of the NLSS changes poverty levels in
Nigeria—and therefore the region.

Nigeria’s GDP growth rates were higher in the
2000s than in the 1990s. Because GDP is used to fill
in data gaps for years when there are no surveys, this

difference also affects changes in poverty. The com-
bination of using imputations and the GHS-Panel
instead of the NLSS leads to significant changes in
Nigeria and regional poverty trends.

The confidence one can attach to the revised
regional series depends crucially on the acceptance
of the trends in poverty in Nigeria that are obtained
based on the GHS-Panel and GDP growth projec-
tions. The recent exercise in rebasing the GDP lends
support to the use of the GHS-Panel data, which
better describe the link between growth and pov-
erty, urban and rural gaps, the spatial distribution of
poverty (World Bank 2014b), and Nigeria’s perfor-
mance relative to its peers. The implied poverty rates
in the GHS-Panel suggest that Nigeria is no longer
the poorest country in West Africa (as implied by
the NLSS).

Additional evidence in support of the corrected
data comes from the use of survey-to-survey (S2S)
imputations (discussed later in the chapter) rather
than GDP projections to look at trends. The impu-
tations using GDP growth suggest that the poverty
rate in Nigeria dropped by 12 percentage points
between 2004 and 2012. The S2S imputations using
GHS-Panel consumption suggest a 10 percentage
point decline for the same period (Corral, Molini,
and Oseni 2013).
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TABLE2.1 Addressing quality and comparability reduces the surveys available for poverty monitoring

(percent of total data points available from surveys)

Estimates 1990-94 1995-99 2000-04 2005-09 2010-12
PovcalNet 13.5 1.6 15.3 16.7 17.8
Comparable surveys only 14 4.7 9.3 135 14.7
Comparable and good-quality surveys only 14 37 70 12.1 17.1

Note: Number of data points needed in all periods was 215, except in 2010-12, when 129 were needed because there are 3 instead of 5 years in the period.

exaggerate poverty reduction. One is the
influence of the adjustments for poor-quality
surveys in Nigeria (box 2.1), which affects
the level of poverty. The other is the extent
to which GDP imputations are used to fill
in gaps, which has the potential to influence
trends.

The number of survey-based estimates for
annual poverty rates in Africa is small (table
2.1). Between 1990 and 1994, for example,
only 13 percent of the 215 data points needed
for 43 countries were based on a survey esti-
mate under PovcalNet—and the share is
much smaller if comparability and quality are
taken into account. Coverage rates are low in
other periods as well, although since 2005 the
share of actual data used in PovcalNet and
the adjusted data has converged. Restricting
the revised poverty estimates to comparable
surveys of reasonable quality reduces the
number of surveys used from 143 to 74. By
design, the removal of noncomparable and
poor-quality data increases the number of
imputations and reliance on GDP.

Relying on GDP estimates to fill survey
data gaps entails several important assump-
tions. First, models assume that all aggregate
income growth is consumed. This assump-
tion may overestimate the magnitude of a
decrease in poverty during periods of high
growth (when savings result) or overesti-
mate the increase during periods of major
downturns (when people can draw on sav-
ings to smooth consumption). Second, they
take for granted that growth is shared equi-
tably across households, either nationwide
or within sectors of activity, an assumption
that is not always supported by empirical
evidence. Third, GDP data are prone to their
own quality and measurement problems (Jer-
ven 2013; Deaton 2005).

Robustness to Reliance
on GDP Imputation

To check the robustness of alternative esti-
mates of poverty trends to the reliance on
GDP imputations, we present three illustra-
tive sources of evidence on trends. The first
is the selection of a sample of countries in
which two or more comparable and rela-
tively good-quality surveys are available.
The second approach, survey-to-survey (S2S)
imputations, also entails imputations, but
of a type that does not rely at all on GDP.
The last illustration addresses one additional
potential source of bias in the trends: the role
that prices have played since 2002.

Comparable Spells Data as a
Robustness Check

Between 1990 and 2012, very few countries
in Africa conducted more than two con-
sumption surveys that are comparable and of
good quality. Having a large pool of coun-
tries with such data would have allowed us
to assess the GDP-heavy imputation trends
against actual data. Only three countries
(Ethiopia, Ghana, and Uganda) have data
that pass this test, which is too small a sam-
ple to make general conclusions. However,
data for 24 countries—out of the 27 coun-
tries that conducted at least two comparable
surveys during this period—are available.”
Figure 2.2 shows the average annual percent-
age point reduction in poverty between com-
parable surveys for these countries.

Poverty reduction varied widely across
countries. In four countries poverty
increased,® in three it stagnated;’ in the
other two-thirds, it fell 0.3—-4.9 percentage
points a year. More than half of the countries
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FIGURE 2.2 Analysis based only on comparable surveys suggests that poverty reduction in Africa was faster than

previously thought
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Note: Positive values denote a reduction in poverty, while negative values denote an increase. The survey years are as follows: Botswana (2002 and 2009), Burkina Faso (1998 and
2003), Cameroon (2001 and 2007), Chad (2003 and 2011), Democratic Republic of Congo (2004 and 2012), Cote d'lvoire (2002 and 2008), Ethiopia (1999 and 2010), Ghana (1998 and
2005), Madagascar (2001 and 2010), Malawi (2004 and 2010), Mauritania (2000 and 2008), Mauritius (2006 and 2012), Mozambique (2002 and 2008), Namibia (2003 and 2009), Nigeria
(2003 and 2009 [Nigeria Living Standards Survey] and 2010 and 2012 [GHS-Panel]), Rwanda (2000 and 2010), Senegal (2005 and 2011), Sierra Leone (2003 and 2011), South Africa
(2005 and 2010), Swaziland (2000 and 2009), Tanzania (2000 and 2007), Togo (2006 and 2011), Uganda (1999 and 2012), and Zambia (1998 and 2006). Nigeria GHS-Panel data are
shown but were not used to estimate averages. Data on all Africa and developing countries are for 1999-2012. “Corrected data for 27 African countries” reports poverty estimates
based on comparable and good-quality data for countries with data from at least two comparable surveys, excluding Nigeria. “Corrected data for all African countries” shows aver-

age based on comparable and good-quality data for all of Africa.

reduced poverty by more than 1 percentage
point a year. On average these 24 countries
achieved an annual rate of poverty reduction
of 0.92 percentage points. In contrast, the
corrected data suggest an average annual pov-
erty reduction rate of 0.8 percentage points
between 1990 and 2012 for Africa. Annual
poverty reduction for the developing world as
a whole, using uncorrected data, is 1.5 per-
centage points.

Except for a few countries (Ethiopia,
Ghana, and Uganda, where the earliest sur-
veys started in the first half of the 1990s),
most of these comparable surveys were con-
ducted during the 2000s. Limiting the analy-
sis to surveys in the 2000s does not change
the results: the implied average poverty

reduction from actual data remains about
1 percentage point a year. By contrast, the
rate of poverty reduction based on only com-
parable and good-quality surveys and GDP
imputations to fill the data gaps for both
all countries and the 27 countries for which
comparable data are available is about 1.6
percentage point a year in the 2000s—a
much higher rate of poverty reduction than
the actual data imply. The corrected data are
heavily influenced by the data on Nigeria.
Excluding Nigeria reduces the implied pov-
erty reduction obtained from corrected data
to 1.2 percentage point a year, which is closer
to the poverty reduction rate of 1 percentage
point a year based on actual data if Nigeria is
excluded for the entire period.
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These 24 countries represent 75 percent
of the total population of Africa and 83 per-
cent of its poor. The list includes large and
small countries, some that fell into conflict
between surveys, coastal and landlocked
countries, and countries with different levels
of resource endowments. The experience of
these countries arguably captures the experi-
ences of countries in the region. The poverty
estimates suggest that the average annual
poverty reduction from these surveys is rea-
sonably close to the rate obtained from an
appropriate comparison of poverty estimates
based on GDP imputations.

Survey-to-Survey Imputation as a
Robustness Check

Instead of using GDP growth rates to fill
gaps in consumption survey data, the S25
imputation takes advantage of nonconsump-
tion household surveys. Survey-based impu-
tation techniques have a long tradition in

economics and statistics. They have been
used to recover missing values of one or
more variables because respondents did not
provide the needed information, the data
were corrupted, or errors that cannot be
ignored arose during the measurement of
variables. S2S imputations are attractive in
Africa because they can address the chal-
lenges posed by the noncomparability of
surveys, the poor quality of consumption
data, the low frequency of consumption
surveys and the paucity of poverty data
points, and missing or poor-quality price
data. Validation of S2S imputation against
actual poverty trends based on reliable data
suggests that the method can track poverty
well, provided there are no major economic
turnarounds and the periods are not too
far apart (Christiaensen and others 2012;
Douidich and others 2013).

Figure 2.3 illustrates how an S2S imputa-
tion can be used to estimate a poverty trend
and why accounting for comparability is

FIGURE 2.3  Survey-to-survey imputation and evidence from comparable surveys provide similar

estimates of poverty
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Source: World Bank Africa Poverty database.

Note: The end year is used to impute the start year, except in Ethiopia, where, because the imputation was sensitive to the choice of the base year, both
results are reported. The set of covariates used to model consumption includes traits of the household head (education, occupation, employment status),
household demographics, housing and asset ownership, location (rural and urban), and interactions with other variables. For 525, the povimp stata com-

mand was used (for details see Dang and Nguyen 2014).
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important. It presents poverty estimates for
10 countries in which surveys are not com-
parable and 4 in which the surveys are com-
parable. The results lead to two conclusions.
First, for comparable surveys, imputed and
actual changes are in the same direction, and
the estimates are similar in magnitude (in 3
out of 5 spells). This finding provides some
validation of the S2S method.

Second, trends derived from noncompa-
rable surveys are not very reliable. Estimates
based on the S2S imputation reverse the
poverty trends in 4 of the 10 countries, and
the size of the gap between actual and S2§
predicted poverty is substantially larger for
noncomparable surveys than for comparable
surveys. These findings underscore the poten-
tial importance of the exercise underpinning
figure 2.1, where comparability is taken into
account.

We applied the S2S approach to the larg-
est 23 countries in Africa in order to check
the robustness of trends that are largely
dependent on GDP imputations.!® For these
countries, the S2S model was calibrated on a
recent good-quality consumption survey and
the estimated parameters applied to the pov-
erty predicting (nonconsumption) variables
from other consumption and nonconsump-
tion surveys (including, for example, from the
Demographic and Health Surveys [DHS]).
For each country, at least one data point was
obtained for each of five periods: 1990-94,
1995-99, 2000-04, 2005-09, and 2010-15.
Annual estimates were not possible, because
of insufficient survey coverage. When there
was no suitable survey in a period, the most
recent available estimate in the preceding or
subsequent period was used.!! If neither was
available, a regional average poverty rate
from countries with available imputations
was assigned.!?

Figure 2.4 shows population-weighted
average poverty rates for each period. Because
there is only one data point per country in
each period for the S2S, a period’s point esti-
mate is assumed to be the average for a coun-
try in that period. These averages were then
used to obtain an average regional estimate
for the period. These estimates are compared
with the regional estimates for the largest 23

FIGURE 2.4 Survey-to-survey imputations suggest that poverty in

Africa is lower than household survey data indicate
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period based on available surveys and the S25 method described in the text. The comparable and
good-quality line shows the trend using corrected data for these 23 countries, and PovcalNet line

shows the PovcalNet estimate for these 23 countries.

countries obtained using five-year averages
for each period using PovcalNet and data
from comparable and good-quality surveys.!3

The S2S approach suggests a 16 percentage
point decline in the poverty rate (from 55 per-
cent in 1990-94 to 39 percent in 2010-12),
only slightly higher than the 13 percentage
point reduction estimates from PovcalNet
(from 57 percent to 44 percent) but lower than
the 20 percentage point estimate based on the
data corrected for comparability and quality.

The regional poverty estimates obtained
from the S25 lead to two additional obser-
vations. First, the S2S imputation approach
predicts lower poverty rates throughout the
period. Second, discrepancies between the
poverty rates estimated using S2S, the rates
based on the PovcalNet and comparable
and quality-corrected data are largest in the
late-1990s; they narrow in the 2000s. The
S2S results hint at the possibility that the
results from both PovcalNet and the com-
parable and quality-corrected data provide
a distorted picture of the extent of poverty
reduction in the region—PovcalNet because
it fails to account for the noncomparability
and poor quality of surveys and the corrected
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data because they rely too heavily on GDP
imputations.

The Role of Price Adjustments in
Measuring Poverty

Consumer price indexes (CPIs), which are
used to estimate real consumption in 2011
(the base year of the poverty line) may not
have taken full account of the inflation

associated with the food and fuel crises that
occurred during the period under study
(1990-2012) (box 2.2).1* CPI basket weights
typically reflect the expenditure patterns of
wealthier households, which spend a much
smaller share of their budgets on food than
the average poor family does. If food prices
increase much more quickly than general
consumer prices, CPIs may underestimate
the true inflation experienced by the poor. In

BOX 2.2 How do spikes in food prices affect the measurement of poverty?

Poverty estimates indicate that poverty reduction
accelerated beginning around 2002. One concern
with this finding is that the CPIs in the 2000s may
have understated the sharp rise in food prices, espe-
cially for major staples such as maize, wheat, and
rice, observed in 2007/08 and 2011.

A comparison of trends in food prices and the
overall CPI in African countries with long-run CPI
series highlights the effect of the 2007/08 food price
crisis. Most countries experienced significantly
higher food price inflation over this period than over
the 2000s as a whole. Between 2007 and 2009, food
CPIs increased more quickly than general CPIs in
seven of nine countries (figure B2.2.1, panel a).

FIGURE B2.2.1
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For the longer period (2002-12, panel b), food
CPIs increased more quickly than the general CPIs in
Burkina Faso, Ethiopia, Mozambique, and Uganda
and less quickly in Ghana, Malawi, and Zambia.
In Nigeria—which, because of its large population,
has a substantial effect on the regional trend—the
two inflation rates almost coincide. It is possible that
these patterns would look different if price deflators
that are more tailored to the consumption patterns
of the poor than the food CPIs had been used. But
the evidence suggests that the broad increase in pov-
erty reduction after 2002 is not merely a reflection
of a failure to account for rapidly rising food prices.

Food inflation does not always exceed overall inflation

b. Overall and Food CPI, 2002-12
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/download/P/CP/E).
a. Series for Mozambique and Zambia run only through 2011.
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this case, the rate of poverty reduction will
be overstated. There are other reasons, out-
lined in chapter 1, why CPIs may not accu-
rately depict the inflation experience of the
poor. If CPIs do not adjust correctly for price
increases, the measurement of poverty will be
flawed. An underestimated (overestimated)
CPI will overstate (understate) poverty reduc-
tion. In terms of the level of poverty, when
adjusting a survey from before 2011 for-
ward to 2011, if the CPI is overestimated,
the poverty rate in the year before 2011 will
be underestimated. When adjusting a survey
from after 2011 back to 2011, an overesti-
mated CPI will cause the poverty rate in the
year after 2011 to be overestimated.

How does correcting for these biases
affect poverty rates (and trends)? There are
two broad approaches to investigating biases
in the CPI and reassessing poverty rates and
trends. One approach uses item-level price
data (for example, unit record data from
the consumer price collection) to check for
aggregation errors, experiment with different
weights, and perform more detailed demand
estimations to approximate the relative con-
tribution of various sources of CPI bias (see,
for instance, Boskin and others 1996; Diew-
ert 1998; Hausman 2003).

An alternative approach exploits the
empirical regularity that food budget shares
decline as consumption increases—that is,
they act according to Engel’s law."> Accord-
ingly, provided that nominal consumption
has been measured consistently over time,
differences in the food budget share among
demographically similar households with the
same level of consumption at different points
in time indicate the CPI’s mismeasurement
of the true change in cost of living (Costa
2001; Hamilton 2001). Any wedge between
the estimated changes in real consumption
derived from demand functions for food (that
is, Engel curves) and measured changes in
real consumption (that is, CPI-deflated nomi-
nal consumption) is attributed to CPI mea-
surement bias in this approach.

The Engel approach is applied to compa-
rable surveys from 16 countries to estimate
the direction and magnitude of CPI bias.'®
Because CPI data collection is often restricted

to urban areas, only urban households are
used for these estimations, except for Ethio-
pia, Mauritius, Nigeria, and Rwanda.!” The
estimation of the CPI bias in Africa fol-
lows the methodology outlined in Gibson,
Stillman, and Le (2008) (for a review of
these methods, see also Gaddis 2015). This
approach is based on the assumptions that
(a) food and nonfood consumption are mea-
sured consistently across surveys and without
serious measurement error and (b) prefer-
ences remain stable over time.

Unobserved time-varying factors that are
correlated with the food budget share could
also potentially bias the estimates. They may
also explain why the Engel curve method has
been shown to perform poorly when compar-
ing cost of living differences across space—
such as regions or provinces (Gibson, Le, and
Kim 2014).

FIGURE 2.5 Correcting for CPl bias suggests that poverty

reduction is underestimated
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Figure 2.5 displays estimates of the extent
of CPI bias for pairs of surveys. The later
year in each pair was used as the reference;
the implied poverty rate that corrects for the
size of the bias during the period of the sur-
veys was computed for the other year. Esti-
mates of poverty reduction from the Engel
curve and the CPI are then compared.

The Engel curve estimates suggest that
CPIs in Africa tend to overstate increases in
the cost of living.!® In 11 countries, the cost of
living for an average urban household rose by
less than what is suggested by the official CPI.
(For a detailed discussion of the estimation
see Dabalen, Gaddis, and Nguyen 2015). The
difference in annualized poverty reduction
between the Engel method and CPI updates
ranges from about 5 percentage points in
Ghana to almost —6 percentage points in
Tanzania. Burkina Faso, Ghana, and Uganda
are the three countries whose estimated dif-
ferences are positive, although for Burkina
Faso the difference is not statistically signifi-
cant. This means that CPI updates in these
countries understate the increase in the cost
of living (and therefore overstate poverty
reduction) for the period studied. The size of
the divergence in Nigeria depends on which
survey is used. The poorer-quality survey
(Nigeria Living Standard Surveys 2003/04
and 2009/10) yields a 3 percentage point dif-
ference in poverty reduction between the CPI
and Engel methods, implying that the CPI
overstates cost of living and therefore under-
states poverty reduction; the higher-quality
survey (Nigeria GHS-Panel 2011 and 2013)
yields no difference between the two methods.

The 16 countries in figure 2.5 represent 70
percent of the African population. The results
imply that on average, CPI updates understate
poverty reduction by 1 percentage point a
year.!” They also provide prima facie evidence
that poverty in many African countries may
have declined more quickly than indicated by
trends in international poverty rates.

These estimates come with an important
caveat, however. The Engel curve estimates
do not necessarily imply that CPIs provide
biased estimates of general inflation. CPIs,
by design, capture inflation faced by house-
holds in the 70th or even 80th percentiles. By

contrast, the Engel curve captures inflation
rates of a household whose position in the dis-
tribution is unknown. Some of the measured
difference in poverty reduction between the
two methods may reflect differential growth
in the inflation of the households represented
by these deflators.?? The large differences in
poverty rates the two methods yield in some
countries suggest that more work is needed
to corroborate the Engel curve estimation
results. Ideally, such work would extend
these overall bias estimates by examining the
CPI product list using the method suggested
by Hausman (2003).

Asset Ownership as a Measure of
Poverty Trends

Given the low frequency and measurement
problems common to consumption surveys
(discussed in chapter 1), might other sources
of data offer a substitute for consumption?
Some efforts have focused on using asset
ownership as an alternative measure of
consumption change and a means to track
poverty.

Assets as a proxy for consumption or
income have several advantages that have
made them popular since the 1990s.?! First,
nonconsumption household surveys contain-
ing asset information covering many coun-
tries and years, such as the Demographic and
Health Survey, have become available. Data
on assets are easier to collect than data on
consumption, which require detailed ques-
tionnaires. Second, the asset approach avoids
the need to monetize values, which requires
price data.

Although they find that assets have a
robust correlation with nonincome dimen-
sions of poverty (including nutrition, health
care use, educational enrollment, fertility,
and child mortality), Filmer and Scott (2012)
show that the correlation between consump-
tion and asset indexes is weak. Assets and
asset indexes are more strongly correlated
with consumption in urban areas and in set-
tings in which transitory shocks are mild,
measurement error in consumption is lim-
ited, and the share of privately consumed
goods, such as food, in consumption is small.
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These factors are likely to lead to a weaker
correlation between assets and consumption
in Africa than in other settings. Howe and
others (2009) assess the correlation between
asset indexes and expenditure in 36 data-
sets and conclude that the indexes are a poor
proxy for consumption data.

Assets have been frequently used to rank
households in country-level analysis and then
differentiate households in the poorest and
richest quintiles. Can assets also be used to
assess poverty levels and trends? There are
several methodological concerns about using
assets to monitor poverty. First, households
may increase their assets in the absence of
consumption growth (“asset drift”) (Hartt-
gen, Klasen, and Vollmer 2013). Second, the
ability to accumulate assets varies substan-
tially across countries for reasons that may
have little to do with the ability to purchase
them. Populations in two countries that are

equally poor may accumulate different levels
of the same asset because of various factors,
including conflict, trade restrictions on the
asset, or poor provision of a public good that
is highly complementary to the asset (unreli-
able electricity would reduce the acquisition
of refrigerators, for example). Third, because
assets are stocks, having more assets reflects
both current and past consumption or
income. Fourth, the extent to which house-
holds opt to accumulate assets may be a func-
tion of alternative means of saving or storing
wealth, which varies across countries.

A fifth concern is the challenge of setting a
poverty line based on asset indexes. For con-
sumption measures, there is a cost-of-basic
needs anchor. In contrast, there is no consen-
sus on the minimum set of assets needed to
meet basic needs. Moreover, there is no con-
sensus on how to aggregate assets (box 2.3).
The choice of which assets to include in the

BOX 2.3 Can wealth indexes be used to measure changes in poverty?

Three indexes measure asset ownership.

The DHS Wealth Index

The Demographic and Health Survey (DHS) wealth
index is the most commonly used asset index. It is
constructed from a large set of household assets and
utility services in the DHS and includes country-
specific items (Rutstein and Johnson 2004). This
index is a standardized score with a mean of 0 and a
standard deviation of 1. Principal component anal-
ysis is used to assign the indicator weights to each
asset or service. Because the number of assets or
utility services and the weights change over time and
across countries, this index is not comparable across
surveys within a country, over time, or between
countries.

The International Wealth Index

To circumvent concerns about varying the assets
included in an asset index across countries and
years, the international wealth index is constructed
from a small set of common assets. Principal compo-
nent analysis is used to determine the asset weights
(Smits and Steendijk 2015). Countries are weighted
by the square root of population size; the weighted

wealth score is rescaled to range between 0 and 100.
If a new asset or a new country is introduced, the
index needs to be recalibrated. Although not iden-
tical, this index is highly correlated with the DHS
wealth index. Its correlation with consumption is
low (0.5) for the two countries for which it was eval-
uated (Malawi and Niger) for this report.

The Comparative Wealth Index

The comparative wealth index aims to make existing
country-specific DHS wealth indexes comparable
with one another, to enable trend analysis within
and across countries (Rutstein and Staveteig 2014).
The approach adjusts households’ country-specific
DHS wealth index based on the country-level rela-
tionship between some “unsatisfied basic needs” and
ownership of four assets (car, refrigerator, fixed tele-
phone, and television) relative to a reference coun-
try. For each survey, thresholds for ownership of the
assets are determined using a logistic regression, and
unsatisfied basic needs are estimated based on the
cumulative distribution of unsatisfied needs. These
thresholds are regressed against the thresholds for
the reference country and the coefficients used to
reweight the national wealth index for each survey.
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index, how to weight them, and what weights
to choose matters, because survey-specific
asset indexes are tailored to the asset patterns
in a particular country for a specific year.
The most common index, the national wealth
index (NWI), relies on statistical procedures
(for example, principal component analysis)
to determine weights. Even within countries,
such an approach to weighting is sensitive to
the choice of assets for the index calculation.
The result is a lack of comparability over
time and across countries (Abreu and John-
son 2013; Gwatkin and others 2007; McKen-
zie 2005). Weights matter because different
countries often hold assets that are different
in type or quality. They have a strong bearing
on whether the index shows a close correla-
tion with consumption.

We explore some of these issues and
examine the patterns of accumulation for
five privately held assets (television, refrigera-
tor, computer, motorbike, and car), without
indexing them into an aggregate indicator.
Following the approach of Harttgen, Klasen,
and Vollmer (2013), we restrict the focus to
near-poor households (households with con-
sumption within 5 percent above or below
the poverty line).

Table 2.2 shows the results of regressions
of asset ownership on consumption, the time-
fixed effect, and the country typology using
32 household surveys for 16 countries with
two comparable surveys. As consumption
rises among the set of near-poor households,
they are more likely to own each asset. The
country typologies do not indicate a clear

pattern with respect to asset ownership con-
ditional on household consumption level;
but the statistically significant correlations
indicate that, conditional on consumption,
context partly drives asset ownership. This
finding speaks to the concern about identify-
ing a set of assets across countries that is con-
sistently associated with monetary poverty.
As indicated by the coefficient on the time
indicator, asset ownership of each of the five
assets increased from the earlier to later sur-
vey, conditional on household consumption,
suggesting asset drift.

For this set of countries as a whole, there
is evidence of asset drift, but there is varia-
tion across countries. The share of countries
displaying asset drift is about 50 percent for
television ownership, 36 percent for motor-
bikes, 33 percent for computers, 20 percent
for refrigerators, and 10 percent for cars.
This evidence is consistent with the size and
significance of the time indicator in pooled
country results in table 2.2.

Data on assets may be useful in specific
ways as a proxy for consumption, such as
ranking households within a survey. But
given the methodological concerns and the
limited empirical evidence, these data do
not seem to offer a robust alternative to con-
sumption data for measuring poverty and its
trends.

Profiling the Poor

This section provides a brief description
of the profiles of the poor. It begins with

TABLE 2.2 Many country-level factors affect asset ownership of the near-poor

Item Television Refrigerator Computer Motorbike Car
Consumption 0.378%** 0.335%** 0.004 0.164 -0.062
Middle income 0.202%** 0.123%** 0.003 0.082*** 0.017**
Resource rich -0.015** —-0.081*** -0.003* 0.070*** 0.027%**
Landlocked -0.014 -0.067*** -0.007 0.007%** -0.008**
Fragile 0.108*** —-0.048*** -0.008** —0.019%** —0.012%**
Later survey 0.113%** 0.014%** 0.007*** 0.068*** 0.019***
Number of observations 16,884 16,847 12,269 15,678 11,859

Source: World Bank Africa Poverty database for recent surveys of Botswana, Cameroon, the Democratic Republic of Congo, Cote d'Ivoire, Ethiopia, Ghana,
Madagascar, Malawi, Mozambique, Nigeria, Rwanda, Senegal, Sierra Leone, South Africa, Tanzania, and Uganda.
Note: Sample is households with consumption within 5 percent above or below the poverty line. Consumption is the log of consumption per capita

(PPP 2011). Other variables are indicators taking a value of 0 or 1.
Statistical significance: * = 10 percent, ** = 5 percent, *** = 1 percent.
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identification of the location of the poor
using broad country classifications. Then
it looks at urban and rural patterns within
countries, and concludes with a discussion
of poverty of female-headed households.

Differences in Poverty Reduction by
Country Typologies

What distinguishes countries that have suc-
ceeded in reducing poverty from countries
that have not? To answer this question, this
section uses corrected data for all African
countries and a classification of countries
along four dimensions: fragility, resource
richness, landlockedness, and low national
income. It first examines simple changes
in poverty rates between 1996 and 2012
for each country type. It then examines
the relationship between country type and
changes in poverty conditional on the other
classifications, using a simple regression
specification.

Fragility. The results show that poverty
fell even in fragile states, albeit by less than
in nonfragile states. Between 1996 and 2012,
the poverty rate in fragile countries declined
from 65 percent to 53 percent (a 12 percent-
age point change). This decline was much
more modest than the 24 percentage point
drop in nonfragile economies (from 56 per-
cent to 32 percent). Some fragile countries are
resource rich, landlocked, or both. Therefore,
a simple binary comparison between fragile
and nonfragile countries is unlikely to cap-
ture the contribution to poverty reduction of
fragility alone. Conditional on the three other
traits (resource richness, landlockedness, and
income), poverty reduction for fragile coun-
tries was lower than for nonfragile countries
by 15 percentage points, and the difference
was statistically significant (figure 2.6).

Resource richness. Resource-rich coun-
tries experience more poverty reduction
than non-resource-rich countries: the pov-
erty rate fell 26 percentage points (from 62
percent to 36 percent), compared with 18
percentage points (from 55 percent to 37
percent) in non-resource-rich economies.
Conditional on the other characteristics,

FIGURE 2.6 Fragility is associated with significantly slower

poverty reduction
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Note: Figure shows results of a regression of the change in the poverty rate on country character-
istics. Based on estimated poverty rates for 43 countries (1996-2012) using comparable and good-

quality surveys.
*** Statistically significant at the 1% level.

on average resource-rich countries reduced
poverty by about 13 percentage points more
than non-resource-rich countries. However,
a number of surveys were dropped from the
set of resource-rich countries because of lack
of comparability and quality, increasing reli-
ance on GDP for imputations. To the extent
that GDP tracks with consumption surveys
less well in resource-rich countries, the rate
of poverty reduction will be overestimated.
Empirical evidence on the latter is mixed.
For Zambia imputations relying on GDP
indicate more rapid poverty reduction,
whereas S2S imputations show an increase
in poverty. In Nigeria both methods pre-
dict roughly the same magnitude of poverty
reduction. The main driver of the difference
in poverty reduction between resource-rich
and resource-poor countries is corrections to
the Nigeria data. Nigeria’s population share
among resource-rich countries (44 percent)
is even larger than for the region as a whole
(18 percent). Before corrections for compara-
bility and quality, Nigeria’s surveys showed
slow poverty reduction, despite relatively
high GDP growth for more than a decade.
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Poverty levels were higher in Nigeria than in
many countries at much lower income lev-
els in Africa and the rest of the world. This
stagnant poverty rate has been considered an
artifact of poor-quality data (World Bank
2014c¢). With the corrected data, Nigeria’s
poverty rates are much lower (and closer to
countries in its income group) and the decline
in poverty steeper, changing the performance
of resource-rich countries (see box 2.1).

Landlockeness. Some researchers have
posited that landlocked countries perform
worse than coastal countries because trans-
port costs impede trade and lower com-
petitiveness (Bloom and Sachs 1998; Luke,
Sachs, and Mellinger 1999). The results
presented here provide no support for this
hypothesis. Landlocked countries reduced
poverty by 24 percentage points (from 65
percent to 41 percent)—3 percentage points
more than coastal countries, where poverty
fell from 56 percent to 35 percent. When
resource richness, fragility, and income sta-
tus are controlled for, the difference in favor
of landlocked countries widens to 7 percent-
age points, but this difference remains sta-
tistically insignificant.

FIGURE 2.7 Urban poverty in Southern and West Africa fell by
almost half between 1996 and 2012
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Low-income status. Middle-income
countries reduced poverty by 26 percent-
age points—7 percentage points more than
low-income countries. Conditional on other
traits, however, they did not perform bet-
ter than low-income countries (1 percentage
point difference).

Differences in Poverty Reduction by
Setting and Gender

Although Africa is urbanizing heavily, its
population remains predominantly rural: in
the majority of countries, 65-70 percent of
the population resides in rural areas (World
Bank 2015a). Rural residents have higher
poverty rates across countries (figure 2.7).

The corrected data for all countries reveal
that both urban and rural populations expe-
rienced declines in poverty between 1996
and 2012. Urban poverty rates dropped 16
percentage points (a 48 percent decline), and
rural poverty rates fell 23 percentage points
(a 33 percent decline). The gap in the pov-
erty rate between urban and rural areas also
declined (from 35 percentage points to 28
percentage points).

Among the four geographic regions, three
of four (East, Southern, and West) have
halved (or almost halved) poverty. No rural
areas halved poverty. Rural populations
in West and Southern Africa experienced
declines in poverty of about 40 percent.

Africa is distinguished by the large share
of female-headed households (26 percent of
all households and 20 percent of all people).
Among these households, 62 percent contain
no adult men (15 or older).

These statistics hide large variations across
countries and regions in Africa (Milazzo and
van de Walle 2015). Southern Africa has the
highest rate of female-headed households
(43 percent). West Africa exhibits the low-
est incidence: one household in five is headed
by a woman, and female-headed households
account for 15 percent of the population.
The relatively low rate in West Africa reflects
both polygamy and high remarriage rates
among widows. Except in Southern Africa,
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female-headed households are more common
in urban areas. Their prevalence is positively
correlated with country income status but
exhibits no relationship with state fragility or
resource wealth.

Both the share of the population liv-
ing in female-headed households and the
share of households headed by women have
been rising, across regions and with age
(figure 2.8). According to Milazzo and van
de Walle (2015), two recent developments
across Africa explain this finding.?? First,
although economic growth is found to be

associated with lower rates of female head-
ship, presumably partly explained by lower
work-related migration by men associated
with growing local economies, there was
an Africa-wide annual trend increase of 0.4
percent in the share of the population liv-
ing in female-headed households (evaluated
at the mean share over the entire sample)
during the period of growth from the 1990s
to 2013. Second, this seeming paradox is
resolved by the fact that other things such
as demographic and population characteris-
tics, social norms, education, and the nature

FIGURE 2.8 Across Africa, more and more households are headed by women
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of the family are changing across Africa and
encouraging female headship.

Should this steady rise in the incidence
of female-headed households cause con-
cern? Do female-headed households tend
to be poorer and more vulnerable than oth-
ers? Female heads are a diverse group that
includes widows, divorced women, separated
women, abandoned women, married women
with nonresident husbands (polygamous or
migrant), and single women. Households
headed by certain categories of women—
widows, divorced or separated women, and
single women—frequently appear to be dis-
advantaged. Widow-headed households are
significantly poorer than other households in
Madagascar, Mali, Uganda, and Zimbabwe
(Appleton 1996; Horrell and Krishnan 2007;
van de Walle 2013; World Bank 2014a). But
female-headed households that receive trans-
fers from male members have consistently
higher consumption or income than male-
headed households and are substantially bet-
ter off than other female-headed households.

Female- and male-headed households dif-
fer in terms of demographics in ways that
potentially disadvantage female-headed
households. On average, female heads are
older (reflecting the many widowed heads)
and have fewer years of education (4.1 ver-
sus 5.1 years). Their households tend to be
smaller (3.9 people compared with 5.1 people
in households headed by men) but have higher
dependency ratios (1.2 compared with 1.0).
Female heads are many times more likely to
be living in households in which they are the
only adult. Three-quarters of male-headed
households, compared to just 44 percent of
female-headed households, are composed
of two adults and children. Female-headed
households are also more likely to be sin-
gle-adult households (16 percent versus 10
percent).

Poverty rates based on household per cap-
ita consumption are higher among people liv-
ing in male-headed households (48 percent)
than female-headed households (40 percent).
But there are differences across region. By
this metric, poverty in Southern Africa is
higher among female-headed households;

in East Africa poverty rates are similar in
female- and male-headed households.

The smaller household size of female-
headed households means that using per
capita household consumption as the wel-
fare indicator will tend to overestimate the
poverty of male-headed households relative
to female-headed households if larger house-
holds enjoy economies of scale (Lanjouw
and Ravallion 1995). Differences in poverty
according to the gender of the head thus
depend on the consumption indicator used
to measure poverty. As the share of female
heads continues to grow, this sensitivity to
per capita or alternate adjustments for demo-
graphic composition may grow with it.

The Movement of People into
and out of Poverty

To this point, this chapter provides a snap-
shot of poverty at different points in time.
It does not describe dynamics—movements
into and out of poverty. Many investiga-
tions of poverty dynamics rely on panel
data, which track households and individu-
als over time. This analysis is complicated
by a host of issues, such as the impact of
attrition, measurement error, and sample
selection bias (Christiaensen and Shorrocks
2012). In addition, few of the earlier and
long-running panels in Africa are nationally
representative.?’

Two main messages emerge from the esti-
mation of poverty dynamics from panel data
in Africa. First, perhaps unsurprisingly, there
is huge variation in estimates of both chronic
and transient poverty (figure 2.9). Chronic
poverty estimates range from 6 percent to
70 percent. Chronic poverty estimates for
the same country—and in some cases using
the same datasets—can also vary widely,
depending on the method and the number of
spells used.

Second, movement into and out of poverty
is substantial: in 20 of 26 studies, transient
poverty rates are higher than chronic poverty
rates. The median transient poverty rate is
about 32 percent while the median chronic
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FIGURE 2.9 Estimates of movements into and out of poverty vary widely across Africa
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poverty rate is 21 percent, implying that a
household or individual is more likely to be
sometimes poor than always poor (compare
the median of chronic poverty [blue bars] to
the median of transient poverty [orange bars]
in figure 2.9). Health, labor market, conflict,
and weather shocks have been identified as
major drivers of these transitions.

How much of transitory poverty is real
and how much reflects measurement error
is a matter of debate. According to some
researchers, measurement error of income
or consumption may explain as much as half
of transitory poverty (Dercon and Krishnan
2000; Glewwe 2012).

Revisiting the same household or indi-
vidual over several years has its advantages,
but doing so is costly—the main reason why
large, nationally representative panels over
long periods are rare. Given the paucity of
nationally representative household panel

surveys in the region, an alternative approach
to obtaining evidence on the movement into
and out of poverty is to use statistical meth-
ods to construct synthetic panels from avail-
able cross-sections (Dang and Lanjouw 2013,
2014; Dang and others 2014). In addition
to generating more data on dynamics, the
synthetic panel approach applies the same
methodology and uses the same standard and
welfare measure for all countries, which is
not the case in most panel studies. Synthetic
panel data may also be more representative of
the population than panel data, which suffer
from attrition.

In constructing synthetic panels, we
selected countries with comparable surveys.
Figure 2.10 decomposed each country’s pov-
erty over time into components: chronic
poverty (households that were poor in both
periods), downwardly mobile (households
that fell into poverty in the second period),

FIGURE 2.10 The share of poor people in Africa who fall into poverty is about the same as the share of

poor people who move out of poverty
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and nonpoor. Rates of chronic poverty vary
across countries and do not appear to be
linked to overall poverty rates.?* The non-
poor are further decomposed into two com-
ponents: households that were upwardly
mobile (poor in the first period but not poor
in the second period) and households that
were never poor (nonpoor in both periods).

Figure 2.10 reveals three aspects of pov-
erty dynamics in Africa. First, on average
about 35 percent of the population of a
country is chronically poor. These people
account for 58 percent of the poor. About
26 percent of the nonpoor population
emerged from poverty (that is, were poor
in the first period but not the second).?*
This group could be considered vulnerable
to falling back into poverty. Second, coun-
tries that are similar in terms of poverty
rates may be dissimilar in terms of poverty
dynamics. For instance, Ethiopia and Sene-
gal both show similar average poverty rates,
but the share of chronically poor people is
larger in Ethiopia. Third, in some countries
with low poverty rates, a large share of the
poor are chronically poor. Botswana, for
example, has poverty rates that are among
the lowest in the sample, but almost all
of its poor are chronically so (Dang and
Dabalen 2015).

The review of the literature on poverty
dynamics and the synthetic panel results
depict a situation in which vulnerability is
high, as evident from the prevalence of tran-
sient poverty. Because Africa’s poor appear to
be clustered around the poverty line, a small
positive shock to incomes could lift many out
of poverty, but a small negative shock could
drive as many into poverty.

How large is the clustering around the
poverty line? Raising the poverty line by
$0.30-$0.50 (equivalent to a 16-26 percent
negative shock to incomes) increases the pov-
erty rate by 5 to 12 percentage points (figure
2.11). Raising the poverty line by $0.30 in
1990 increases the poverty rate from 55 per-
cent to 60 percent. Raising the poverty line
from $1.90 to $2.40 (that is by $0.50—or
26 percent) in 2012 increases the poverty

FIGURE 2.11  Africa’s poor are clustered around the
poverty line
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rate by 12 percentage points. Poverty rates
have declined, but the level of vulnerability
remains very high.

Concluding Remarks

How much poverty reduction has been
achieved since Africa’s economic recovery
began 15 years ago? The answer has been
contentious, partly because the poverty data
have not been properly scrutinized for com-
parability and quality.

Assessment of the data leads to three
important conclusions. First, once known
data problems are corrected, current poverty
rates are lower and poverty reduction at least
as large as international poverty estimates
suggest. The most comprehensive source of
household consumption survey data that pro-
vides country and regional estimates of pov-
erty is the World Bank PovcalNet database.
According to the surveys available on the
database, Africa’s poverty rate—defined in
this report as people living on less than $1.90
per person per day (PPP 2011)—was 43 per-
cent in 2012, a 14 percentage point decline
since 1990. Accounting for the comparability
and quality of data suggests that the decline
may have been larger. The adjusted data
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imply that the poverty rate could be as much
as 6 percentage points lower (37 percent
instead of 43 percent) in 2012. Important
drivers of the larger decline are corrections
to the Nigeria data (which account for a
large fraction of the difference between the
estimates of the adjusted data and the Pov-
calNet data) and greater reliance on GDP
simulations.

A number of robustness checks support
the notion that poverty reduction may have
been larger than assumed. Based on spells of
comparable surveys only and excluding Nige-
ria, the implied annual change in poverty
using GDP imputation is similar to the one
recorded in the data correcting for compara-
bility and quality. The results derived from
survey-to-survey imputation methods suggest
that the decline was larger than previously
thought. This also applies to the S2S results
for Nigeria, which supports the notion that
poverty in Nigeria declined faster than cur-
rent official estimates suggest. In addition,
results from Engel curve estimation imply
that CPIs may overestimate changes in the
cost of living and hence underestimate pov-
erty reduction.

Second, although this is good news, the
challenge remains substantial; the region did
not meet the MDG target of halving poverty
by 2015 and many more people are poor in
2012 than in 1990 (even under the most opti-
mistic scenario of poverty reduction). If the
pace of poverty reduction does not pick up, it
will take the region another decade to reach
this target.

A major drag on reaching the goal is fra-
gility. Among the four types of countries
assessed—fragile, resource rich, landlocked,
and low-income—fragile countries had the
slowest rate of poverty reduction. Between
1996 and 2012, this group of countries
reduced poverty by 12 percentage points—13
percentage points less than nonfragile coun-
tries. Controlling for other characteristics
(resource richness, landlockedness, and low-
income status) increases the difference in
poverty reduction to 15 percentage points.

Third, about 58 percent of the poor in
Africa may be chronically poor, although the

lack of panel surveys with national coverage
over long periods makes it difficult to estab-
lish this fact with certainty. The share of the
transient poor (the sum of the upwardly and
downwardly mobile), at roughly 25 percent
of the population, also suggests a significant
share of vulnerable population.

Notes

1. The term poverty is used here to refer to
people with consumption levels below the
international poverty line. The MDGs use
the term extreme poverty to describe these
people.

2. Some scholars argue, for example, that the
African poverty rate has been falling much
more quickly than internationally accepted
conventional wisdom suggests (Pinkovskiy
and Sala-i-Martin 2014; Young 2012).

3. This report does not address the problem of
comparability across countries.

4. South Sudan—for which there are no pur-
chasing power parity (PPP) exchange rates
and, until recently, no consumer price index
(CPI) data—was not included in the regional
poverty estimate. No survey data were avail-
able for four countries (Equatorial Guinea,
Eritrea, Somalia, and Zimbabwe). For these
countries, the average regional poverty rate
was assigned. Together these countries are
home to about 5 percent of the population of
Africa.

5. Where there are multiple surveys that are not
comparable, only the survey that included
the most comprehensive consumption data
was used.

6. These poverty trends are robust to changes
in country composition. The same imputa-
tion methods were applied to two subsam-
ples: the 23 most populous countries and
the 27 countries with at least two compa-
rable surveys. For the 23 largest countries,
which account for more than 88 percent of
the total and the poor population, poverty
declined from 55 percent to 36 percent (19
percentage points) based on the comparable
and good-quality data and from 57 percent
to 43 percent (14 percentage points) based
on the full sample of surveys (PovcalNet).
Among the 27 countries for which there are
at least two comparable surveys, which rep-
resent about 76 percent of the population
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10.

11.

and almost 80 percent of the poor, poverty
dropped from 57 percent to 38 percent (19
percentage points) based on the comparable
and good-quality data. As with the pat-
tern among all countries, poverty measures
peaked in the mid-1990s and declined more
sharply after 2002 when comparable and
good-quality data are used.

For Burundi, Gambia, and Seychelles, only
one of the comparable consumption aggre-
gates is available for use at the time of this
report.

. One of these countries is Zambia, where the

finding is based on poor-quality data.

One of these countries is Nigeria, where the
finding is based on poor-quality data.
Because the richness of survey data within
and across countries varied widely over
time, attempts were made to maintain the
same model across time within but not
across countries. Overall, for each model
four clusters of variables were analyzed:
demographics, education of the household
head, housing and assets, and rural and
urban location.

More specifically, if a survey and an estimate
for a country were available in the period
immediately before or after the period with-
out a survey, the nearest available estimate
was used for the period without a survey.
For example, Ethiopia conducted a sur-
vey in 1994/1995. Assigning the poverty
rate from 1994/95 to 1995-99 leaves the
1990-94 period without a poverty estimate
for Ethiopia, as there were no surveys dur-
ing this period. Therefore, we used the esti-
mate from 1994/95 for both 1990-94 and
1995-99, keeping Ethiopia’s poverty rate for
that period unchanged. The main goal of the
exercise is to avoid using GDP imputations
to fill in missing data points and to avoid
creating a series that would seem implau-
sible. For instance, there are no surveys for
the Democratic Republic of Congo before
2005. In 2005 the extreme poverty rate
estimated from survey data was 91 percent.
If we assign a regional poverty rate for the
period without surveys, the poverty rate in
the Democratic Republic of Congo would be
half what the actual survey says and would
make the country one of the least poor coun-
tries in Africa before 2005. To avoid such a
series break, for all periods before 2005-09,
we were compelled to hold the poverty rate

12.

13.

14.

15.

16.

for the Democratic Republic of Congo at the
2005-09 rate.

For the period 1990-94, there was no sur-
vey coverage or surveys in the immediately
following period for 4 of the 23 countries,
so regional averages computed from the rest
of the 19 countries were used. Similarly,
regional averages were used for 3 countries
for 1995-99, 2 countries for 2000-04,
1 country for 2005-09, and 1 country for
2010-12.

In general, only data that were subject to
rigorous vetting (in terms of completeness
of the sample and consumption aggregate,
proper documentation, and consistency with
consumption measures used by countries
in their monitoring and analysis) are used
in PovcalNet estimates. What is referred
to as PovcalNet results here are estimates
obtained by applying the methods used in
PovcalNet (described in World Bank 2015b)
to the vetted data for these 23 countries.
We were able to closely replicate the official
PovcalNet estimates for the period 1990-
2012, in some cases differing only by a deci-
mal point.

This discussion focuses on the role of the
CPI in adjusting consumption in a given sur-
vey year to the benchmark year. Prices also
matter for the profile of poverty within a
country. For instance, urban-rural poverty
gaps may be overestimated if price differ-
ences between urban and rural areas are
underestimated. Cross-country compari-
sons—and therefore regional poverty levels
and trends—will also be sensitive to changes
and adjustments to PPP exchange rates. This
section does not address these issues.

Engel Law is the observation that, as income
rises, the share of income devoted to food
falls, even if actual expenditure on food may
be rising.

Where there are more than two comparable
surveys per country, the CPI bias is esti-
mated separately for each subperiod. The
estimation is further restricted to countries
for which monthly CPI data (food, nonfood,
and all-item CPIs) from the national statis-
tical agency are available, as these data are
needed to control for relative price changes.
The method only partially accounts for the
quality change bias and does not capture the
consumer surplus arising from the introduc-
tion of new commodities (Gibson, Stillman,
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17.

18.

and Le 2008). Plutocratic bias (whereby the
CPI gives more weight to the consumption
of richer households) is addressed because
the results are democratically weighted esti-
mates (that is, use household sample weights
that are more representative of their share
in the population) among the subsample of
urban households and do not weight house-
holds according to their total expenditures.
Studies on the Russian Federation (Gibson,
Stillman, and Le 2008) and Brazil and Mex-
ico (de Carvalho Filho and Chamon 2012)
use income as an instrumental variable for
consumption to address endogeneity arising
from the fact that total consumption enters
both sides of the regression equation (that
is, when computing budget shares and when
controlling for consumption levels). The
results suggest that ordinary least square
estimates, such as the ones presented here,
may suffer from some degree of bias because
of correlated measurement error but are
unlikely to show a different direction of bias
than the instrumental variable estimates.
Because many of the household surveys used
in this report do not contain income aggre-
gates, endogeneity concerns could not be
addressed in the same manner.

For Nigeria and Rwanda, urban and rural
CPI series were used. For Ethiopia, regional
CPI (but collected from urban areas) were
used. Finally in Mauritius, urban CPI was
applied to rural and urban households dur-
ing the Engel curve estimation because the
household survey does not have urban and
rural identifiers.

This finding contrasts with the view of
Sandefur (2013), who argues that CPI infla-
tion understates true inflation and hence
provides too optimistic a view of poverty
reduction in Africa. His analysis is based
on a database of national poverty lines that
tend to increase (in nominal terms) at a more
rapid rate than official CPI inflation. Under
certain conditions (related to how these
national poverty lines are constructed),
the poverty lines he proposes can reveal
changes in the cost of living among the poor.
However, the vast majority of the poverty
lines Sandefur uses do not meet the neces-
sary conditions (see Gaddis 2015) and are
therefore inappropriate for inferring price
changes between surveys.

19.

20.

21.

22.

23.

24.

25.

Dropping outliers (differences of more than
3 percentage points in absolute value) does
not change this result substantially (-1.1
becomes -0.8).

Nakamura, Steinsson, and Liu (2014) show
that if inflation rates at different points in
the income distribution are similar, the
fact that the Engel curve deflator is for
one unknown household and the CPI is for
another household should not matter: one
can attribute most of the gap between the
two to genuine CPI bias. And in a recent
analysis Hobijn and Lagakos (2005) sug-
gest that, over long periods of time, the CPI
inflation rate accurately represents changes
in the cost of living for households at differ-
ent parts of the income distribution.

See Ainsworth and Filmer (2006); Bicego,
Rutstein, and Johnson (2003); Bollen, Glan-
ville, and Stecklov (2002); Case, Paxon, and
Ableidinger (2004); Filmer and Pritchett
(1999, 2001); Gwatkin and others (2000);
McKenzie (2005); Rao and Ibanez (2005);
Sahn and Stifel (2000); Schellenberg and
others (2003); and Stifel and Christiaensen
(2007).

This trend is estimated from a regression
(the log of the odds ratio) of the share of the
population living in female-headed house-
holds using 98 country-year DHS surveys
covering the last 25 years. Milazzo and
van de Walle (2015) report that the trend is
explained largely by rising age at marriage
and higher education levels.

Since the introduction of the Living Stan-
dards Measurement Study-Integrated Sur-
veys on Agriculture, surveys have been
nationally representative.

In principle, poverty mobility is likely to
be greater over longer intervals (see, for
example, Dang and Lanjouw 2014). For
these data, however, the Pearson correlation
between chronic poverty and the length of
time between the two cross-sections is weak
(0.35 and not statistically significant).
Notice that the average upward mobility
in these countries is about 14 percent and
the nonpoor population is around 54 per-
cent (40 percent never poor plus 14 percent
upwardly mobile). Therefore, the fraction
of the upwardly mobile among the non-
poor is 14/54, which is roughly 26 percent.
Similarly, on average about 35 percent of
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the poor were poor in both periods. The
fraction of the population that was poor
at least once in both periods includes the
chronic poor (35 percent), the downwardly
mobile (11 percent) and the upwardly mobile
(14 percent). Therefore, the fraction of the
chronic poor among the poor is about 58
percent (35/60).
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Poverty from a

Nonmonetary Perspective

hapter 2 considers poverty in mone-
C tary terms. Using income or the mon-

etary value of consumption as a basis
for defining the poor is appealing on several
grounds. It allows for different preferences in
purchases, the definition of a poverty thresh-
old in “objective” ways (such as the cost of
a minimum-calorie diet), and aggregation
across domains (the value of food and non-
food consumed).

Yet, income fails to provide a complete
picture of well-being for several reasons.
First, many aspects of well-being are not
just difficult to price but valuable in ways
that cannot be monetized (Sandel 2012;
Sen 1985). For example, commoditizing the
right to vote by allowing people to sell it
would yield a market value of voting rights
that would not capture the full meaning
and value of the right as an expression of
citizenship and political participation. The
list of difficult-to-monetize aspects of well-
being is long, including the ability to read
and write, longevity and good health, secu-
rity, political freedoms, social acceptance
and status, and the ability to move and
connect.

This chapter was written with Umberto Cattaneo,
Camila Galindo-Pardo, and Agnes Said.

Second, the benefit of income can be lim-
ited when it interacts with other conditions.
The benefits of a bicycle as a means of trans-
port, for example, are quite different for an
able-bodied and a handicapped person. Such
resources are instrumentally valuable; they
have no intrinsic value. Relying on their mon-
etary valuation as a measure of well-being
can therefore be misleading.

Third, income measures are at the house-
hold level, which assumes the equal distribu-
tion of income across household members.
Yet intrahousehold inequalities in the distri-
bution of household income across house-
hold members can be substantial (Chiappori
and Meghir 2015; see box 4.3 in chapter 4).
Direct information on individuals avoids this
strong assumption.

This chapter briefly reviews how the capa-
bility approach motivates a nonmonetary
multidimensional perspective on poverty. It
then assesses Africa’s progress in literacy and
education, life expectancy and health, free-
dom from violence, and self-determination
(freedom to decide). It devotes special atten-
tion to displaced and disabled people, two
vulnerable groups that are rarely covered in
standard poverty reports (because of data
limitations). Finally, it considers the four
dimensions of well-being jointly, in order to
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identify countries and individuals that are
deprived in multiple dimensions.

The Capability Approach

Sen (1980, 1985, 1999) proposes the capabil-
ity approach as an alternative to monetary
measures of poverty. This approach focuses
on what people effectively do and are (their
functionings) and on the capacity of people
to freely choose and achieve these function-
ings (that is, their capability) rather than on
the commodities bought or consumed. There
is broad consensus that functionings such as
the ability to read and write and being well
nourished, healthy, and free from violence
and oppression are vital for human devel-
opment. They are ontological needs (stem-
ming from the condition of being human)
that apply to every person regardless of geo-
graphic location or time (Max-Neef, Elizalde,
and Hopenhayn 1991). Focusing on individ-
ual achievements in these areas thus provides
a good basis to begin assessing poverty from
a nonmonetary perspective.

Education, health, and security also
expand the choices people can make and the
range of things they can do and be (that is,
their capabilities). But they are not sufficient.
Social and political institutions often impede
self-realization. Basic personal and political
freedoms are equally essential. To appreci-
ate the importance of opportunity and choice
for assessing well-being, consider two people,
both teachers. One chooses teaching from
among a range of occupational options. The
other becomes a teacher because other, pre-
ferred options are excluded because of cul-
tural constraints (engineering is closed to
women) or location (engineering jobs are not
available in remote villages) or because some-
one else chose the profession for her (Foster
2011). Can they be considered equally well
off? Clearly, personal autonomy and self-
determination matter for well-being. The
study of outcomes should not be indifferent
to the process by which the choice was made.

The capability approach provides the
philosophical underpinnings for the non-
monetary perspective on poverty examined
in this chapter. Sen’s vision of capabilities

and functionings also underlies the rich and
vibrant literature on multidimensional pov-
erty (Alkire 2008; Bourguignon and Chakra-
varty 2003; Robeyns 2005; Sen 1999).

Using the capability approach to measure
well-being is challenging. There are some
common approaches to measuring certain
basic functionings, such as the ability to read
and write, adequate nourishment, and good
health, even though measurement issues
remain here as well (de Walque and Filmer
2012; UNESCO 2015). There is much less
experience in measuring other functionings
(including mobility, social integration, and
even the capacity to aspire) and in measur-
ing capability. An added complexity is deter-
mining thresholds below which a person is
considered poor, as these cutoffs arguably
depend on the individual’s choices and pref-
erences. Finally, there is the challenge of
aggregation. For example, how much poorer
should a person be considered when deprived
in several functionings compared to when
deprived in only one?

The human development index (HDI) and
the multidimensional poverty index (MPI)
(Alkire and Santos 2014) are applications of
the capability approach to assessing progress
in societies.! Both indexes focus on achieve-
ments in education, longevity/health, and liv-
ing standards (through income and assets).
The approach pursued in this chapter is in
this tradition, though with a different empha-
sis in three areas.

First, to provide a more comprehensive
view of people’s basic capabilities, the chap-
ter considers two additional dimensions:
freedom from violence and the opportunity
for self-determination (freedom to decide).
Poverty analyses have largely ignored these
dimensions.

Second, the degree of joint deprivation is
explored by estimating the share of people
deprived in one, two, and more dimensions.
This approach achieves a middle ground
between a single index of poverty (which
requires weighting achievements in the vari-
ous dimensions) and a dashboard approach
(which simply lists achievements dimension
by dimension, ignoring jointness in depriva-
tion) (Ferreira and Lugo 2013).
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Third, the focus is on outcomes measured
at the individual (not the household) level.
Where data on outcomes are not available,
information on inputs (such as use of bednets
and vaccination rates in lieu of disease prev-
alence measures) and proximate measures
(such as governance indicators for freedom to
decide) are used.

Data on nonmonetary dimensions of pov-
erty are now much more widely and more
regularly available than they once were,
including at the individual level. This follows
the rapid expansion and public availability of
the Demographic and Health Surveys (DHS),
as well as the Africa-wide and globally com-
parable national opinion surveys, such as the
Afrobarometer, the Gallup World Poll, and

the World Value Surveys. These data enable
the much wider dimensional and more indi-
vidualistic scope of this chapter. Some of the
concerns regarding data availability, compa-
rability, and quality highlighted in the context
of the expenditure surveys apply here as well,
however. Their implications are discussed
throughout the chapter where relevant.

There has also been an upsurge in the
availability and use of subjective measures
of well-being and poverty, such as measures
based on ordinal questions about happiness
or life satisfaction (box 3.1). Given the lack of
a common frame of reference, which makes it
difficult to compare across people and time,
these measures are not used here to assess
poverty.

BOX 3.1

Subjective measures of well-being reflect utility as
a mental state (happiness) or as a cognitive reflec-
tion of the condition of one’s life. Unlike income
measures of poverty, they do not rely on prices or
monetary valuations, although they include both
monetary and nonmonetary dimensions of well-
being. These measures are based on the personal
evaluation of individuals themselves, reflecting the
value attached to individual sovereignty. Being one-
dimensional, they facilitate complete orderings.

Answers to subjective well-being questions, such
as questions based on ordinal questions about hap-
piness, economic welfare, or life satisfaction, are
intuitive and not time consuming to collect. They
confirm that many dimensions beyond income and
material consumption—health, job market status,
the quality of relations and social interactions, and
even political rights and freedom of speech (Frey
and Stutzer 2002)—matter and that happiness and
life satisfaction increase with income at a declining
pace (or not at all beyond a certain level of income,
according to the Easterlin paradox (Easterlin 1974),
though the existence of this paradox remains
debated [Stevenson and Wolfers 2008]).

One challenge with subjective well-being is the
lack of a common frame of reference. As individuals
adapt their tastes and aspirations to their circum-
stances, intrapersonal comparisons over time and

How useful are subjective data in monitoring poverty?

interpersonal comparisons become difficult. Adapta-
tion of happiness standards and aspirations—lower-
ing them when conditions go awry and raising them
when conditions improve—are pervasive worldwide.
Countries with higher rates of HIV prevalence, for
example, do not systematically report lower life
satisfaction (Deaton 2008); people who lose limbs
still record good well-being scores (Loewenstein and

Ubel 2008; Oswald and Powdthavee 2008).

The subjective well-being approach also does
not adjust for individual tastes or aspirations. This
could lead to paradoxical policy actions, such as
redistribution from poor happy subsistence farmers
to unhappy millionaires. Subjective well-being data
may therefore not yet be appropriate to monitor liv-
ing standards. They do, however, contain important
complementary information about people’s prefer-
ences that could help inform policy makers about
how to value public goods or weight nonmonetary
dimensions of well-being (Decanq, Fleurbaey, and
Schokkaert 2015) or set the poverty line (Ravallion
2012). As the capability approach emphasizes, per-
sonal preferences and choices cannot be ignored in
assessing an individual’s level of poverty and well-
being. How to use questions about subjective well-
being to learn about those aspects of people’s prefer-
ences that policymakers want to take on board is an

important research agenda.
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Levels of and Trends in
Well-Being

Education and Literacy

Education can expand people’s capabilities.
It helps people access and digest informa-
tion and knowledge. Doing so requires at a
minimum being literate. The focus here is
mainly on adult literacy rates: the percentage
of adults who can, with understanding, read
and write a short, simple statement about
their everyday lives.

Adult literacy rates evolve slowly in the
absence of effective large-scale adult educa-
tion programs, because their evolution is
influenced mainly by the literacy levels of
younger cohorts. Current school enrollment
rates and test scores are therefore also con-
sidered, to assess how adult literacy is likely
to evolve.

Africa’s literacy rate stood at 58 percent in
2012: more than two in five Africans cannot
read or write a sentence (figure 3.1 and box
3.2). There has been progress, but it has been
slow. Between 1995 and 2012, the literacy
level in the region increased by 4 percentage

FIGURE 3.1
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points, despite a rapid increase in primary
enrollment rates since 2000. This change
compares unfavorably with the 17 percent-
age point increase in South Asia and in the
Middle East and North Africa and the 10
percentage point increase in East Asia and
Pacific, where the literacy rate is approaching
93 percent.

This low average for Africa masks sub-
stantial variation within the region. More
than half the population is illiterate in
seven countries, almost all of them in West
Africa (figure 3.2). Niger (with an adult lit-
eracy rate of only 15 percent) and Guinea
(where the rate is just 25 percent) have the
lowest literacy levels in Africa. At the other
extreme, literacy levels exceed 90 percent in
Equatorial Guinea and South Africa, and
they exceed 70 percent in some poor and
fragile countries as well, such as Eritrea and
Zimbabwe.

The gender literacy gap remains high, aver-
aging about 25 percentage points, although
gender parity in education is one of the Mil-
lennium Development Goals on which Africa
has performed best. Gender parity in literacy
is especially low in West Africa (figure 3.3).

Africa’s literacy rate is the lowest in the world
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BOX 3.2 Tracking adult literacy with data remains challenging

Following the launch of the Education for All initia-
tive in 2000, much effort has been devoted to moni-
toring adult literacy. Nonetheless, data on adult lit-
eracy are still collected relatively infrequently, and
both the definitions and methods of measurement
keep changing, raising validity and comparability
issues similar to the ones encountered in compiling
expenditure data for poverty tracking (see chapter
1). On the upside, the UNESCO Institute for Statis-
tics provides detailed and publicly accessible meta-
data of the data sources, definitions, and actual
measures used (UNESCO 2015).

For the period 1995-2012, 109 annual literacy
estimates are available—13 percent of the total pos-
sible number of 828 (18 years * 46 countries [no
literacy data are available for Somalia and South
Sudan]). Although the figure seems low, annual
changes in literacy rates are small, meaning that the
small number of estimates is less important than it
would otherwise be. A more relevant metric is the
number of countries with two or more surveys or
censuses to estimate literacy rates and the proximity
of the data sources to the beginning and end points
of the study period (1995 and 2012).

On this count the picture is better. Only four
countries, which together represent 6.4 percent of
the 2013 African population, have only one esti-
mate; the remaining 42 have two or more records.
For these countries, linear interpolation and extrap-
olation are used to fill in the missing years. For
countries with only one observation, the average
African trend was applied to extrapolate. The aver-
age population-weighted literacy estimate in each
country is 4.5 years removed from 1995 and 3.3
years from 2012. Given the small annual change in

literacy rates, the trends reported here are thus rea-
sonably well supported by actual data, despite the

small number of observations.

How comparable are these data? Until the mid-
2000s, estimates of African literacy were based
on self- or proxy declarations on whether a per-
son could read or write, with countries sometimes
assuming literacy among people who had completed
primary school. Estimates were obtained from
census or survey data. Since 2006, where self- or
proxy declaration-based estimates are not avail-
able, literacy scores have increasingly been derived
from direct assessments, in which respondents are
asked to read a sentence from a card (this technique
is used in the DHS and Multiple Indicator Cluster
Surveys [MICS]). Twenty of the 56 literacy estimates
recorded in Africa during 2006—12 were test based.

Literacy rates obtained through direct assess-
ments were 8 percentage points lower on average
across a sample of 20 countries (UNESCO 2015).
Their increased use may partly explain why Africa’s
recorded progress on adult literacy has not been

more rapid.

The measure of literacy as the self- or proxy-
declared ability to read and write only a short simple
statement about everyday life is rudimentary. Liter-
acy today is seen as a “continuum of skills, such as
the ability to identify, understand, interpret, create,
communicate, and compute using printed and writ-
ten materials associated with varied contexts, that
enables individuals to achieve their goals in work
and life and participate fully in society” (UNESCO
2015, 137). This shift toward a more demanding
notion of literacy mirrors the notion of rising pov-

erty lines as countries develop.

This gap partly accounts for the low levels of
overall adult literacy there. Gender parity is
much higher in Southern Africa. The ratio
of literate women to literate men is only 0.32
in Guinea and 0.38 in Niger. In contrast,
women are more likely to be literate than
men in Lesotho (1.34) and Namibia (1.08).
What traits of households and countries
explain the gender gap in literacy? Over-
all, female illiteracy rates are substantially
higher in low-income countries than in

higher-income countries (by about 32 per-
centage points in upper-middle-income and
high-income countries and about 14 percent-
age points in low-middle-income countries)
(figure 3.4). In resource-rich countries, how-
ever, illiteracy rates are about 3 percentage
points higher than in resource-poor countries
(irrespective of the country’s income level,
landlockedness, or fragility), indicating that
governance factors matter. Women in poor
rural households are 36 percent more likely
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FIGURE 3.2 Literacy rates are lowest in West Africa countries could not read for meaning (figure
3.5). Even in Kenya 20 percent of sixth grad-
ers could not read for meaning. Among fran-

sezieEl LU sE cophone countries in the region, 55 percent

south Africa of fifth graders did not reach the minimum
Seychelles
Mauritius performance threshold, and half of them per-
Botswana formed at or below the level expected from
Cabo Verde random guessing. Scores for numeracy skills
Swaziland and mathematics are equally poor.
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The Gambia ability) indicators provide individual views of
Sierra Leone health status.
Céte d'lvoire Life expectancy. Over the past decade,
) Chad Africa experienced a massive increase in life
Central African RePu,\;’!; expectancy: babies born in 2013 are expected
Guinea to live 6.2 years longer than babies born in
Niger 2000 (figure 3.6). The change makes the
9 P s o region one of the strongest recent perform-

Source: EDSTAT data.

Adult literacy rate in 2012 (%)

Note: Figures cover only countries for which a survey was conducted in 2010-12. Missing years were
inter- or extrapolated. Africa average is population-weighted.

to be illiterate than their urban counterparts
in richer households. Literacy is positively
correlated with being divorced, widowed,
or single (20 percent less likely to be illiter-
ate). Illiteracy is much lower among younger
people, holding hope for gender parity and
overall literacy levels.

Progress has been slow despite the rapid
increase in gross primary school enrollment,
which rose from 75 percent in 1995 to 106
percent in 2012.%:3 Despite gross primary
school enrollment rates of 124 percent in
Malawi and 119 in Zambia in 2007, a stag-
gering 73 percent of sixth graders in the two

ers in the world, above South Asia, where
life expectancy increased by 6.0 years since
1995. This progress follows directly from the
rapid decline in under-five mortality rates in
the region.

Even so, at 57 years, life expectancy in
the region remains well below the average
rate for the world (70.9 years). At the cur-
rent annual rate of increase, it will take about
two decades to reach the levels in South Asia
(almost 67 in 2013), which lags other regions
by several years.

Healthy life expectancy in Africa was
49 years in 2012, 8 years less than total
life expectancy (WHO 2015). The gender
gap favors women: in 2012 African women
could expect to live 1.6 years longer in good
health than men.* As with literacy, the dif-
ferences in healthy life expectancy across
countries are significant, ranging from 39 to
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FIGURE 3.3 The gender gap in literacy varies widely across Africa
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FIGURE 3.4 llliteracy is higher among poorer people, older people, rural dwellers, and people in
resource-rich and landlocked countries
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FIGURE 3.5 Many sixth graders in Africa lack basic reading skills

a. SACMEQ reading test scores in selected countries, 2007
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FIGURE 3.6 Life expectancy in Africa is rising, but it remains the

lowest in the world
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67 years (figure 3.7). Many of the countries
in which healthy life expectancy is shortest
are fragile or conflict-affected states. Healthy
life expectancy is also low in some of Afri-
ca’s oil giants, such as Angola and Nigeria.
Among the top performers in 2012 are the
island economies (Cabo Verde, Mauritius,
and the Seychelles), which recorded healthy
life expectancies of more than 60 years. Some
countries saw very little change in healthy life
expectancy between 2000 and 2012 (South
Africa saw no change at all). Other coun-
tries—including some that were in conflict in
the 1990s, such as Eritrea and Rwanda (15
years) and Ethiopia (11 years)—recorded sig-
nificant improvements.

Healthy life expectancy is related to
four key variables: country income, natu-
ral resources, fragility, and landlockedness.
There are clear signs of a resource curse in
terms of longevity (literacy is also inversely
correlated with natural resource endow-
ment) (figure 3.8): on average people born
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FIGURE 3.7 Healthy life expectancy at birth ranges widely
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in resource-rich countries have life spans
that are 4.5 years shorter than people born
in non-resource-rich countries (a difference
of about 10 percent), after controlling for
income level, fragility, and landlockedness.
People in upper-middle-income and high-
income countries can expect to live in good
health 6.5 years longer than people in low-
income countries, after controlling for the
other country traits. People in coastal coun-
tries also have higher healthy life expectancy.

Under-five mortality and HIV prevalence.
Two mortality indicators are significant driv-
ers of changes in life expectancy in Africa:
under-five mortality rates and HIV preva-
lence rates. For every 10 additional children
per 1,000 live births surviving to the age of
five, life expectancy increased by 0.7 years;
for every percentage point increase in HIV
prevalence, life expectancy decreased by 1
year. These two factors alone explain more
than three-quarters of the variation in life
expectancy in the region (under-five mortal-
ity explains 50 percentage points and HIV

FIGURE 3.8 Healthy life expectancy is lower in
resource-rich countries
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FIGURE 3.9 Vaccination rates rose and child mortality from malaria fell
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prevalence explains 28 percentage points).
Country gross domestic product (GDP) lev-
els and the number of deaths from conflict in
previous years do not have important effects
on life expectancy beyond their effects on
child mortality or HIV prevalence.’

The decline in the under-five mortality
rate—from 173 in 1995 to 92 in 2013—went
hand-in-hand with the increase in immuniza-
tion rates and the decline in the incidence of
malaria-related deaths (figure 3.9). Room for
further decline through expansion of immu-
nization remains—the immunization rate
against measles is still only about 60 percent
in some of the region’s most populous (Ethio-
pia) and resource-rich (the Democratic Repub-
lic of Congo, Nigeria, South Africa) countries.
In Equatorial Guinea, where GDP per capita
is more than $15,000 a year, only about one
child in two is vaccinated against measles.

In 2000 less than $100 million was dis-
bursed to malaria-endemic countries to fight
malaria; in 2013 the figure was $1.97 bil-
lion. As a consequence, the number of chil-
dren dying from malaria fell dramatically,

partly as a result of the expanded use of
insecticide-treated bednets.® Many more
children still die annually from malaria
than from measles, tetanus, and pertussis
together, however (figure 3.9). The risk of a
child under five dying from malaria is low
in Southern Africa (excluding Malawi and
Zambia), partly because of climatic condi-
tions. It exceeds 20 deaths per 1,000 live
births in Angola (21), Nigeria (24), Guinea
and Sierra Leone (27), Chad (28), and the
Central African Republic (35).

The second-most important disease hold-
ing back Africa’s life expectancy is HIV/
AIDS. In 2012, 1.1 million people in the
region died of AIDS—almost four times as
many as in the rest of world combined (about
300,000). The continent’s HIV prevalence
rate peaked at 5.8 percent in 2002, declining
to 4.5 percent in 2013 (World Development
Indicators).

Southern Africa has been especially hard
hit by HIV/AIDS. At least 10 percent of 15-
to 49-year-olds there are HIV-positive (10.3
percent in Malawi, 10.8 in Mozambique,
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19.1 in South Africa, 21.9 percent in
Botswana, 22.9 percent in Lesotho, and 27.4
percent in Swaziland). Prevalence rates of 5-7
percent are observed in East Africa (Kenya,
Tanzania, and Uganda) (map 3.1). Despite
substantial progress and the increased avail-
ability of better treatment options, HIV/AIDs
will continue to hold back life expectancy in
a number of countries, especially in Southern
but also in East Africa.

Nutrition. A healthy life is also reflected in
good nutritional status, commonly measured

by assessing height and weight. For adults the
body mass index (BMI)—the ratio of weight
to height—is often used. Very low BMIs are
indicative of undernourishment; high BMI is
how obesity is often defined. Systematic BMI
measures are not available for men. Among
women in Africa, 13 percent are underweight
and 5 percent are obese (population-weighted
averages from Demographic and Health Sur-
veys 2006-12).

Underweight is less common in middle-
income countries and more prevalent in
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fragile states and, especially, resource-rich
countries (where it is 3.7 percentage points
higher than for non-resource-rich coun-
tries) (figure 3.10). This finding holds even
after controlling for other country and
household features, suggesting that policy
choices underpin this poor health outcome
in resource-rich countries. Malnutrition is
more prevalent among poor households (by
3.2 percentage points) and in rural areas (by
1.6 percentage points). It declines with educa-
tion. Widows, divorcées, and single women
are at significantly greater risk than married
women of being undernourished (by 2.7 per-
centage points). The role of marital status
in women’s health capabilities is an under-
appreciated aspect of well-being in Africa
and highlights the importance of indicators
of individual well-being (van de Walle and
Milazzo 2015).

Trends in obesity suggest that poor
nutritional habits are accompanying rising
incomes. The condition is most prevalent
among highly-educated women, women in
urban settings, and women in middle-income
countries. Based on an extrapolation of the
data shown in figure 3.10, the total num-
ber of obese adults in Africa (both men and
women) is estimated at 26.7 million. The fig-
ure is likely to reach epidemic proportions
in the near future, presenting Africa with a
new health challenge (Popkin 2001; Ziraba,
Fotso, and Ochako 2009).

The long-run nutritional status of young
children, often measured by low height-for-
age (stunting) provides an important addi-
tional indicator of a population’s capability
of living a long and healthy life as well as
an outlook on the future.” Chronically mal-
nourished children face a higher risk of mor-
tality and disease. Early growth retardation
also impedes cognitive development and
schooling achievements (Dercon and Port-
ner 2014).

The prevalence of stunting has been
declining across Africa. It fell from 44.6 per-
cent in 1995 to 38.6 percent in 2012 (DHS
2015). Unlike in Asia, where there is a strong
cultural preference for boys, who are there-
fore better fed, in Africa boys under five are

more malnourished than girls (39.5 percent
compared with 35.2 percent). This differ-
ence largely reflects biological differences in
health and survival between boys and girls
(Kraemer 2000; Waldron 1983). If this bio-
logical disadvantage is not offset by cultural
preferences for boys (as in Asia), higher mal-
nutrition rates among boys result (Wamani
and others 2007).

The prevalence of stunting is high in
Burundi (57 percent), Madagascar (50 per-
cent), and Africa’s most populous countries—
Nigeria (37 percent), Ethiopia (44 percent),
and the Democratic Republic of Congo (42
percent). Only two countries (Gabon and
Senegal) register rates under 20 percent. The
overall level of development of a country mat-
ters for child nutrition, though other factors
are likely even more important (Harttgen,
Klasen, and Vollmer 2013). Children born
to educated women enjoy chances of proper
growth development that are 9.9 percent-
age points higher (for secondary education)
and 19.8 percentage points higher (for higher
education). Children in poor, rural house-
holds with undernourished mothers are 20
percent more likely to be stunted. Everything
else equal, being born in a fragile or resource-
rich country also reduces one’s chances of
proper early childhood growth. A continued
focus on increasing education among women
will have dramatic and long-lasting effects on
Africa’s human capabilities.

Physical impairment and disability also
deprive people of opportunities (capabili-
ties) and the ability to do and be what they
value (their functionings) (Mitra 2006). As a
group, the disabled are typically either under-
sampled or poorly identified in representative
surveys and as a result often understudied.
From a sample of seven countries across
Africa on which comparable data are avail-
able, it appears that almost 1 working-age
adult in 10 in Africa suffers from a disabil-
ity, defined as reporting severe difficulties
in moving about, concentrating, remember-
ing, seeing or recognizing people across the
road (while wearing glasses), or taking care
of themselves (figure 3.11). The prevalence of
disability ranges from 5.3 percent in Kenya
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FIGURE 3.10 Many factors contribute to underweight and obesity in African women
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Source: Data from Demographic and Health Surveys 2005-13.

Note: Results are from ordinary least squares regression of an indicator variable of an adult woman being underweight (1 if the body mass index is less than 18.5, 0 otherwise) or over-
weight (1 if the body mass index is more than 30, 0 otherwise). Sample includes nonpregnant women who did not give birth in the three months before the interview. All estimated
coefficients (except on Fragile) are statistically significant.
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FIGURE 3.11 About 1in 10 Africans suffers from
a disability
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Source: Mitra, Posdrac, and Vick 2013, based on data from World Health
Surveys.

Note: Disability is defined as having severe difficulty moving about, con-
centrating, remembering, seeing or recognizing people across the road
(while wearing glasses), or taking care of oneself.

to 13.0 percent in Malawi. The numbers are
higher among women (10.6 percent) than
men (7.3 percent). They are also higher in
rural areas (9.9 percent) than urban areas
(6.9 percent). Disability prevalence rates in
Africa are similar to the average rates in the
Asian and Latin American countries exam-
ined by Mitra, Posirac, and Vick (2013).

Freedom from Violence

The ability to live free from violence affects
people’s survival, dignity, and daily life. Inse-
curity significantly reduces the choices a per-
son can make regarding what to do and who
to be (capabilities).

Afrobarometer data from 2010-12 indi-
cate that insecurity is pervasive in Africa.
In these surveys, 12 percent of respondents
indicate that either they or a family member
had been physically attacked at least once
during the past year. Fifty-three percent indi-
cated that they feared political intimidation
or violence at least once during election cam-
paigns; 40 percent indicated that they or a
family member had felt unsafe at least once
while walking in the neighborhood during

the past year; and 33 percent report that they
or a family member had feared crime in their
home at least once in the past year.

Freedom from political violence. After
years of multiple large-scale conflicts in the
1990s, Africa enjoyed a period of relative
peace during the first decade of the 21st cen-
tury (map 3.2). Between 1997 and 2014, the
number of violent events against civilians
more than quadrupled, reaching more than
4,000 in 2014. The number of victims per
event declined (from 20 during the late 1990s
to 4 in 2014), however, reflecting the chang-
ing nature of the events. The more conven-
tional conflicts and civil wars of the 1990s
(in Angola, Liberia, Mozambique, Rwanda,
and Sierra Leone) have receded in scale
and intensity, but election-related violence,
extremism, terror attacks, drug trafficking,
maritime piracy, and criminality have been
growing. Wars are increasingly being fought
by armed insurgents on the periphery of fac-
tionalized and militarily weak states, such as
the Arab and Tuareg uprisings in Mali and
Boko Haram in Nigeria. West Africa has
emerged as a key transit point in the traffick-
ing of narcotics between Latin America and
Europe, and piracy has expanded in the Gulf
of Guinea.

In addition to undermining the basic func-
tioning of being secure, conflict also affects
many of the other functionings and opportu-
nities that are critical to self-determination. It
affects not only the people directly affected
but also the broader population inside and
outside the country (by, for example, creat-
ing internally displaced persons and refugees
[box 3.3]). Countries suffering more than
100 casualties in a year experience a decline
in economic growth of 2.3 percent. These
effects can be long-lasting. Annual economic
growth in Burundi has hovered around 4
percent since the civil war ended in the early
2000s. But panel data indicate that the share
of households that reported being (mon-
etarily) poor rose from 21 percent in 1993
(before the civil war) to 46 percent in 1998
(during civil war) and 64 percent in 2007
(several years after the end of the civil war)
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MAP 3.2 The number of violent events against civilians is increasing, especially in Central Africa and the Horn
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Source: Armed Conflict Location and Events Dataset (ACLED); Raleigh and others 2010.

Note: Maps indicate annual number of violent events against civilians; numbers in parentheses indicate number of countries. No data are available for Cabo Verde, Comoros,

Mauritius, Sdo Tomé and Principe, and Seychelles.

(Institute of Statistics and Economic Studies
2009). Conflict has also held back progress
toward reducing under-five mortality and
increasing life expectancy (figure 3.12).
Freedom from domestic violence. Physi-
cal and sexual violence (and the threat of
such violence) at home are negatively associ-
ated with health outcomes, empowerment,
employment trajectories, and the ability to
engage in productive activities (Campbell
2002; Coker, Smith, and Fadden 2005; Duflo
2012; MacQuarrie, Winter, and Kishor
2013; Nyamayemombe and others 2010;
Stockl, Heise, and Watts 2012; Vyas 2013;
Wayack, Gnoumou, and Kaboré 2013). The
effects also extend well beyond the direct
victims. Children’s health and educational
achievements are impeded, and social norms
that condone violence perpetuate it (Rico
and others 2011). A child whose mother
experienced domestic violence is more likely
to become a victim or a perpetrator of such
violence later in life (Kishor and Johnson
2004). The incidence of and attitudes toward

domestic violence may also reflect broader
social norms toward violence and gender
roles.

Domestic violence affects more than 700
million women across the world. Africa and
South Asia have the largest shares of women
in partnerships who have been victims of
domestic violence—an astounding 40 per-
cent in Africa and 43 percent in South Asia
(World Bank 2014). North America has the
lowest share (21 percent).

Acceptance of domestic violence is mea-
sured by attitudes reported by women toward
domestic violence. Women are considered
accepting of domestic violence if they respond
that husbands are justified in beating their
wives if the wives do any of the following:
go out without telling the husband, neglect
the children, argue with the husband, refuse
to have sex, or overcook food. Between
2000-06 and 2007-13, acceptance of domes-
tic violence by women in Africa declined by
almost 10 percentage points (figure 3.13);
the incidence of domestic violence, which is
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Africa’s refugee population peaked at about 6.5 mil-
lion people in 1994 following the Rwandan geno-
cide. It declined to 3.5 million in the late 1990s
and 2.8 million in 2008, following the end of the
genocide and the decline in large-scale conflicts in
Southern and West Africa. The number of refugees
increased again in 2010-13, to 3.7 million. Add-
ing the estimated 12.5 million internally displaced
persons (IDPs) brings the total number of African
people displaced by conflict to about 16.2 million
at the end of 2013, or about 2 percent of the total
population. (Estimates of the number of refugees are
from the United Nations High Commissioner for
Refugees; estimates of the number of IDPs are from
the International Displacement Monitoring Centre
[see Maystadt and Verwimp 2015 for a discussion].)

The Greater Horn of Africa and Central Africa
(especially the Democratic Republic of Congo) have
been major sources of refugees. In some countries
(Somalia, South Sudan, and Sudan), refugees have
fled in the wake of extreme weather shocks and not
only due to conflict (Calderone, Headey, and May-
stadt 2014; Gambino 2011; Maystadt and Ecker
2014; O’Loughlin and others 2012).

Most African refugees remain in Africa. Since
2005 the region has also been receiving a large
inflow of refugees from North Africa and, since
2013, Iraq, Syria, and Yemen, bringing the total
number of refugees in Africa to 5.6 million.

Socioeconomic data on refugees and IDPs dur-
ing or immediately after conflicts are scant. A recent
study tracking the welfare of people displaced dur-
ing the 2012 crisis in northern Mali sheds some light
on the consequences (Etang-Ndip, Hoogeveen, and
Lendorfer 2015). Welfare losses were substantial:
the value of durable assets fell by 20-60 percent,
and the value of livestock declined by 75-90 per-
cent. But loss of welfare and wealth is only part of
the story. In June 2014, 52 percent of the IDPs in
Bamako felt insecure on the street at night, and 30
percent felt insecure during the day. The share rose
to 85 percent among returnees in Gao and Kidal.

BOX 3.3 What happens to Africans who flee their homes?

Fourteen percent of IDPs, 4 percent of returnees,
and 1 percent of refugees reported that they had
experienced death or physical violence within their
household. Overall, better-educated and wealthier
households managed to flee the conflict area; poorer
people had to stay behind. Among people who
returned by 2014, mainly IDPs, escape seemed to
have helped them mitigate the effects of violence.
They suffered less than the average population of
northern Mali. But many people also responded to
the crisis by leaving the country, and refugee situa-
tions often become protracted, extending the suffer-
ing (Kreibaum 2014).

Over the past decade there has been an expan-
sion of microhousehold studies examining the evo-
lution of well-being among refugees, host commu-
nities, and returnees. These studies show refugees
also as economically active people who often engage
in entrepreneurship; they are not always worse off
than nonrefugees or the hosting communities, partly
because of the support received. Singh and others
(2005) find, for example, no difference in under-
five mortality rates between refugee and nonrefugee
households in western Uganda and South Sudan. In
contrast, Verwimp and Van Bavel (2005) find higher
under-five mortality rates and fertility among (for-
mer) Rwandan refugees in the Democratic Repub-
lic of Congo. Verwimp and Van Bavel (2013) report
a reduction in schooling among Burundi children
associated with displacement that is distinct from
the effects of exposure to violence.

Insights from three country case studies (of
Kenya, Tanzania, and Uganda) suggest that the
local economy often benefits from the influx of refu-
gees, through increased demand for local goods and
services and better connectivity following invest-
ment in new roads and transport services to reach
the camps (Maystadt and Verwimp 2015). But not
everyone benefits. The landless and agricultural
workers, whom refugees may compete with on the
labor market, and net food buyers suffer, at least in
the short run.

correlated with acceptance, also fell. Accep- Both the levels of and changes in accep-
tance of domestic violence in the region is  tance of violence vary widely across countries.
still exceptionally high, however (30 percent), = Women’s acceptance of domestic violence is
more than twice the average in the rest of the  deeply engrained in some countries (77 per-
developing world (14 percent) (figure 3.14). cent acceptance rates in Mali and Uganda); in
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FIGURE 3.12 Conflict slows progress in reducing under-five mortality and increasing life expectancy in Africa

a. Change in under-five mortality
and mean fatalities per year

b. Change in life expectancy
and mean fatalities per year
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FIGURE 3.13 The incidence and acceptance of
domestic violence in Africa has declined

62%
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B Incidence of domestic violence
m Acceptance of domestic violence

Sources: Demographic and Health Surveys 2000-13; World Development
Indicators.

Note: Figures are population-weighted averages of ever-partnered
women in 20 African countries.

others, only small minorities accept domestic
violence (13 percent in Malawi, 16 percent
in Benin) (figure 3.15). Declining acceptance
does not always translate into declining inci-
dence, however. In Malawi, for example,
while acceptance decreased 13 percentage
points, incidence rose almost 1 percentage

FIGURE3.14 Acceptance of domestic violence is twice

as high in Africa as in other developing countries

41%

2000-06 2007-13

B Other developing countries
B Africa

Sources: Demographic and Health Surveys 2000-13; World Development
Indicators.

Note: Figures are population-weighted averages of 32 African and 28 non-
African developing countries.

point. In Mali incidence increased 8 percent,
but there was no change in acceptance rates.

Acceptance of domestic violence is much
greater among women in resource-rich (16
percent) and fragile (9 percent) countries
(controlling for other country traits) (fig-
ure 3.16). Surprisingly, tolerance of violence
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FIGURE 3.15 Women's acceptance of domestic violence varies widely across countries in Africa
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Source: Data from Demographic and Health Surveys 2007-13.

is also greater among younger women; it
declines with age, possibly because its inci-
dence rises (domestic violence is more com-
mon in the 20-35 age group than among the
15-19 age group). Tolerance of violence fell
by 1.7 percent a year between 2000 and 2013
and the incidence of violence fell by 0.6 per-
cent, but no broad generational shift in mind-
set has yet occurred.

A main distinguishing factor in accep-
tance is education. Better-educated women
are 31 percent less likely to be tolerant of
domestic violence than women with no edu-
cation, and women with secondary educa-
tion are 16 percent less likely to be tolerant.
Education is not associated with a lower inci-
dence of domestic violence, however. In fact,
women with primary and secondary educa-
tion are more than 10 percent more likely
to have experienced domestic violence than
uneducated women, among whom incidence
rates are similar to rates among women with
higher education.

Income reduces tolerance of domestic
violence, especially in upper-middle-income
and high-income countries and the richest
segments within countries. Women in the
richest quintile are 7.1 percent less likely
than women in the poorest quintile to be

tolerant of domestic violence. The incidence
of domestic violence is just 3.9 percent lower,
however. Africa’s upper-middle-income and
high-income countries have higher rates of
domestic violence (despite lower acceptance
rates) than poorer countries. After control-
ling for age, educational attainment, and
income, there is no discernable difference
between rural and urban areas.

Freedom to Decide

The second critical dimension of the capa-
bility approach is the ability to shape one’s
life—that is, to determine what one values.
This dimension concerns opportunities. A
woman who cannot leave her house without
her husband’s permission or who has no say
about her own health is not free to deter-
mine her choices in life. Homosexuals who
are afraid of revealing their sexual orienta-
tion for fear of persecution are constrained in
their life choices.

People gain access to a broader set of
opportunities if they can participate in the
processes that affect their lives and are
allowed to make their own choices. These
choices are often politically and socially
constrained.



POVERTY FROM A NONMONETARY PERSPECTIVE

101

FIGURE 3.16 Acceptance and incidence of domestic violence are greater among younger women and women in resource-

rich and fragile states; acceptance is also higher among uneducated women, but not incidence
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This dimension is not so much about
democracy per se but about the degree to
which political systems give people voice and
participation in the processes that affect their
lives at all levels of society. It is about not
only political freedom and participation but
also social norms and the freedom to decide
about routine matters in life, including within
the household. Constraints can be based on
gender, religion, ethnicity, sexual orientation,
or other reasons.

Indicators that measure freedom to decide
are often not available, particularly at the
individual level. We draw on three measures:
a country-level measure of voice and account-
ability, as a broad indicator of enabling the
expression of voice; exposure to mass media,
as an indicator of access to information to
inform decisions; and the extent to which
women have control over decision making in
various domains of living.

The Worldwide Governance Indicators
(WGI) project scores countries in terms of
voice and accountability. It captures percep-
tions of the extent to which a country’s pop-
ulation is able to participate in selecting the
government and enjoy freedom of expression,
freedom of association, and a free media.

FIGURE 3.17 Voice and accountability levels remain low in Africa
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WGI scores range from -2.5 to 2.5 units in a
normal standard distribution.

The WGI data indicate that perceptions of
political constraints have not changed much
worldwide in the past few years, although
there was a slight improvement in Africa,
albeit from low levels (figure 3.17). The
region is doing better than the Middle East
and North Africa and East Asia and Pacific.

Improvements have been especially note-
worthy in West Africa (Burkina Faso, Ghana,
Liberia, Niger, and Nigeria) (figure 3.18).
Countries that experienced a large decline in
their voice and accountability scores include
the Central African Republic, Eritrea, Gabon,
and Madagascar. The results for country
groupings are consistent with the findings
about education, health, and violence. Coun-
tries that are resource rich or fragile are less
well off than countries that are not (by -0.5
units each), and upper-middle-income and
high-income countries score 0.6 points higher
than low-income countries, controlling for
other country traits. The WGI findings are
highly correlated with the findings of the
Afrobarometer.? There is no systematic dif-
ference in perceptions of political freedoms by
gender and area of residence (rural or urban).

The second measure of freedom to decide
reflects the ability to make informed deci-
sions. Access to media provides an impor-
tant source of information, and educational
attainment helps people digest the informa-
tion and act on it.

Almost 40 percent of Africans do not reg-
ularly listen to the radio, watch television, or
read a newspaper at least once a week (fig-
ure 3.19). Exposure to the media is lower in
Africa than in the rest of the developing world
(excluding China), where only 25 percent of
the population lacks regular media exposure.
African countries with high media exposure
(more than 80 percent of the population
exposed) include Gabon, Ghana, and Kenya.
Media exposure is typically lower around
the Sahel, in many of the coastal countries of
West Africa, and in Africa’s populous coun-
tries (the Democratic Republic of Congo and
Ethiopia), where only about 40 percent of the
population have regular access to the media.
There is also an important gender gap. On
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FIGURE 3.18 Voice and accountability are stronger in middle-income countries, and often lower in resource-rich

economies
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FIGURE 3.19 Less than half of Africa’s population has regular access to mass media
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Africa and is population-weighted. Africa average is population-weighted.

average media access is 15 percentage points
lower among women than men (54 percent
versus 69 percent). Poverty, rural residence,
and lack of education are key differentia-
tors. Media access is also 6 percent lower in
resource-rich countries and 5 percent lower

in fragile states. Increased use of cellphones
can partly substitute for traditional media
(Aker and Mbiti 2010).

The third set of indicators of freedom to
decide are measures of decision making in
the lives of women from household surveys.
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FIGURE 3.20 Women's participation in their own health care decisions is lower among younger women,
women in poor and rural households, and women in resource-rich and landlocked countries
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The share of husbands who have the final
say in decisions regarding their wives’ health
care is 21 percent in the Middle East and
North Africa, 39 percent in South Asia, and
46 percent in Africa. Women’s participation

in their own health care decisions tends to
be lower among younger women, women in
poor and rural households, and women in
resource-rich and landlocked countries (fig-
ure 3.20). It is greater in fragile states. That
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such participation increases with age is con-
sistent with the trends in women’s attitudes
toward domestic violence.

The final decision on whether a married
woman can visit friends or family lies with
the husband alone in 40 percent of African
households, compared with 33 percent in the
rest of the developing world. Control over a
women’s earnings lies fully with someone else
in only 10 percent of households. Overall, the
general trend in Africa is toward greater par-
ticipation of women in household decision-
making processes.

Multiple Deprivation

Thus far this chapter has examined the
region’s well-being by assessing progress on
each functioning and capability separately.
Using a dashboard approach (listing achieve-
ments by dimension) instead of aggregating
the measures into an index avoids having to
assign weights to different dimensions.” It
also allows researchers to draw on different
datasets. It does not require a measure of sev-
eral dimensions of poverty (for the same indi-
vidual or household) simultaneously. From a
practical perspective, policies typically aim to
address shortcomings in a particular dimen-
sion (education, health care, the incidence of
violence). The gains from combining scores
across dimensions to obtain a complete rank-
ing may be limited.

These advantages come at the expense of
being able to assess the extent to which people
suffer multiple deprivations. People suffering
in different dimensions are arguably worse
off than people suffering in one dimension.
Omission of valuable dimensions underesti-
mates their poverty, especially when dimen-
sions are poorly correlated (that is, when they
are poor substitutes or poor complements).'”
In addition, the deprivation associated with
simultaneous deprivation in two dimensions
may well be worse than twice the deprivation
associated with each of them. As a result,
country rankings may differ when simulta-
neity in deprivations is considered. Consider,
for example, two countries with 20 people.

In Country A, 10 people are illiterate and the
other 10 are in poor health. In Country B, 10
people are both illiterate and in poor health
and the other 10 are literate and healthy.
Under the dashboard approach, which con-
siders poverty dimension by dimension, both
countries are equally poor (10 people are
deprived in each dimension). But because
the deprivation associated with simultaneous
deprivation in two dimensions may be worse
than the sum of the deprivations associated
with each of them, the case could be made
that B is poorer. The dashboard approach
ignores jointness in deprivation.

Important insights regarding the degree of
interdependency can be obtained by count-
ing the number of dimensions in which an
individual is deprived and calculating the
shares of the population deprived in a given
number of dimensions (Ferreira and Lugo
2013). This counting approach does not
require that weights be imposed on dimen-
sions or that the degree to which deprivations
are substitutable be determined (Atkinson
2003). This approach is akin to the MPI
proposed by Alkire and Foster (2011), but it
does not impose a number of deprivations to
qualify as poor. By capturing the essence of
the interest in multidimensional poverty, it
provides a middle ground between the dash-
board approach (Ravallion 2011), which
ignores jointness in deprivation, and the sca-
lar MPI, which assigns a minimum number
of deprivations for a person to qualify as
poor (Alkire and Foster 2011; Decancq and
Lugo 2013).

Measuring multidimensional deprivation
requires information on each dimension for
the same individual. To look at Africa wide
patterns, such information is available only
for women of reproductive age from 25
countries covered in the DHS. Proxy indica-
tors for the four dimensions are used (box
3.4). Considering each dimension separately
(as in the dashboard approach), about one
adult woman in two is illiterate (56 percent),
exposed to violence (54 percent), or insuffi-
ciently empowered (51 percent), and about
one in seven (14 percent) is undernourished.
For the four dimensions considered here, the
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BOX 3.4 Demographicand Health Surveys make it possible to measure multidimensional

poverty

To measure deprivation in multiple dimensions, we
use data from the Demographic and Health Surveys
(DHS) on 25 countries, covering 72 percent of the
population of Africa. We focus on the four areas of
deprivation discussed earlier. Illiteracy is defined as
being unable to read a full sentence, being blind, or
having no reading card for the required language.
More than half (56 percent) of women in the sample
countries are illiterate.

Women are classified as deprived in health if they
are undernourished (BMI below 18.5). There is no
direct information on life expectancy. The correla-
tion coefficient between country life expectancy and
the proportion of undernourished women is 0.3.

Women’s attitudes toward domestic violence are
used as an indicator of physical security. Across
countries, social norms toward domestic violence
and the incidence of casualties from political violence
are correlated (the correlation coefficient is 0.4).

Freedom to decide is measured by an indicator
capturing lack of frequent media exposure (not using
at least one media channel [newspaper, television,
radio] at least once a week) or not being involved in
decisions regarding own health care, family visits,
or spending. Both indicators are correlated with
the Worldwide Governance Indicator of voice and
accountability (correlation coefficient is 0.4).

For comparison, we augment these dimensions by
adding a fifth aspect: asset poverty. We use the DHS
asset index to classify women as asset poor or nonpoor
(Christiaensen and Stifel 2007; Filmer and Scott 2012;
Sahn and Stifel 2000 establish correlations with con-
sumption). Country cutoffs are defined based on the
share of the population living below $1.90 for the cor-
responding survey year. The correlation of this indica-
tor with the other dimensions is 0.33, underscoring
the fact that asset wealth does not capture deprivation
in many basic functionings and capabilities.

average woman suffers 1.75 deprivations (56
+54 + 51 + 14 = 175/100).

Does everyone suffer equally, or is depriva-
tion concentrated among a subset of the pop-
ulation? Under a perfectly equal distribution
of deprivations, everyone would be deprived
in 1.75 dimensions. Under perfect concen-
tration (or full inequality), all deprivations
would be concentrated within a single group:
43.7 percent (175/4) of the population would
suffer in each of these four dimensions, while
the remaining 56.3 percent would be depriva-
tion free. The larger the share of people suf-
fering in three or more dimensions, the more
concentrated is the deprivation.

Deprivation among African women is
widespread: more than four women in five
(86 percent) are deprived in at least one
dimension; only 14 percent are free of depri-
vation (figure 3.21). Multiple deprivation
characterizes a sizable group of women:
almost one woman in three is poor in three or
four dimensions; 55 percent suffer in one or
two dimensions. Deprivation is widespread,
but for a sizable group it is also highly con-
centrated: about one-third of women realize
only one functioning or none at all.

Multiple deprivations and the concentra-
tion of deprivation are more common among
women with less wealth: 42 percent of asset-
poor women versus 18 percent of non-asset-
poor women are deprived in at least three

FIGURE 3.21 Alarge share of African women
suffers from multiple deprivations
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dimensions. But three out of four non-asset-
poor women suffer at least one deprivation,
confirming that income poverty provides
only a partial picture of a population’s
well-being.

Multiple deprivation is more prevalent
among younger women: women 35-49

experience on average half the deprivation
of women 15-19 (figure 3.22). After con-
trolling for education and illiteracy, toler-
ance for domestic violence and social control
over one’s actions tend to decline with age.
This evidence suggests that there is a posi-
tive dynamic as life progresses, but it is also

FIGURE 3.22 Multidimensional poverty is more prevalent among young women, divorced women, poor
women, rural women, and women living in low-income, fragile, and resource-rich countries
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MAP 3.3 Multiple deprivation is substantial in the Western Sahel and Africa’s populous countries
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indicative of the strong persistence of cultural
habits across generations.

Poor women experience 0.6 more depri-
vations than rich women, and rural women
suffer 0.5 more deprivations than urban
women, holding other factors constant. As
these women also have lower levels of educa-
tion and poverty is more prevalent in rural
areas, the unadjusted gaps are much larger.
Multiple deprivations are also more com-
mon in low-income, fragile, and resource-
rich states. Multiple deprivation is 10 percent
higher in resource-rich countries. Countries
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in West Africa and the Sahel (Guinea, Mali,
Niger) display high levels of multiple depri-
vation, as do Africa’s most populous coun-
tries (map 3.3): the share of women suffering
three or more deprivations is 68 percent
in Ethiopia, 40 percent in the Democratic
Republic of Congo, and 22 percent in Nige-
ria. High rates of multiple deprivation in
these populous countries partly explain the
large share of multidimensional poverty in
Africa, where 31 percent of women in the
25 countries studied are deprived in three
dimensions or more.
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BOX 3.5 What is the multidimensional poverty index (MPI)?

Considering the share of women deprived in one,
two, three, ... k dimensions (with k the total num-
ber of dimensions considered) is similar to one of
the family of multidimensional poverty measures
proposed by Alkire and Foster (2011). They use two
thresholds to determine whether a person is multi-
dimensionally poor: a dimension-specific cutoff
to determine whether he or she is deprived in each
dimension and a dimension threshold (k) that is the
number of dimensions in which a person needs to be
deprived to be considered multidimensionally poor.
Relative rather than equal weighting of the dimen-
sions can be applied. The second cutoff is then a pro-
portion (not the number) of weighted deprivations.

The approach adopted here is similar to
the MPI approach proposed by Alkire and
Foster (2011) (box 3.5). To illustrate this sim-
ilarity, figure 3.23 displays the share of the
population in each country that is deprived in
one, two, three, and four dimensions. Coun-
tries are ranked by the share of the popula-
tion deprived in three or more dimensions.

HxA.

In Alkire/Foster notation, figure 3.23 ranks
countries based on a multidimensional pov-
erty rate based on k of 3, with no adjust-
ment for intensity of deprivation (A). Using
the MPI, that is adjusting the results in figure
3.23 for A, does not change the ranking.
Mitra, Posdrac, and Vick (2013) use this
approach to compare poverty among abled

FIGURE 3.23 Country ranking changes only slightly when the dimension threshold changes
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Note: Countries are ranked by the share of the female adult population deprived in at least three out of four dimensions.

The multidimensional poverty rate (H) is the share of
the population that is poor in at least k dimensions.
Alkire and Foster also consider the intensity of
deprivations (A), the average number of dimensions
in which the multidimensionally poor are deprived.
Adjusting the multidimensional poverty rate (H) for
deprivation intensity (A) helps differentiate countries
with an equal share of multidimensionally poor. A
country in which 30 percent of women have three
deprivations and none has four would rank higher
than a country in which 30 percent of women are
multidimensionally poor but half of them suffer four
deprivations. The MPI can then be written as M =
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and disabled populations. They include 10
dimensions capturing both monetary and
nonmonetary aspects of poverty among
individuals (primary school completion,
employment) and households (nonhealth
expenditures, the ratio of health expendi-
tures to total expenditures, and six indi-
cators of assets, amenities, and housing
conditions). People are considered poor if the
weighted sum of their deprivations in each
of these dimensions exceeds 40 percent. In
the seven countries in their sample, the MPI
is on average 7.2 percent larger for people
with disabilities. The difference is largest in
Kenya (12 percent) and smallest in Malawi
(5 percent).

Concluding Remarks

This chapter reviews Africa’s progress since
the mid-1990s in a number of nonmone-
tary dimensions of poverty. The dimensions
include education and health, two focus areas
of the Millennium Development Goals, as
well as freedom from violence and freedom
to decide. Wider data availability makes this
possible, though some measurement issues
remain, even when tracking traditional indi-
cators, such as adult literacy. Progress has
been achieved in all four domains, albeit with
wide variation across countries and popula-
tion groups.

Between 1996 and 2012, Africa’s adult
literacy rates rose 4 percentage points, the
gender gap shrank, and gross primary enroll-
ment rates increased dramatically. Life
expectancy at birth rose 6.2 years, and the
prevalence of chronic malnutrition among
under-five-year-olds fell 6 percentage points
(to 38.6 percent). The number of deaths from
politically motivated violence declined, and
tolerance and the incidence of gender-based
domestic violence dropped 10 percentage
points each. Scores on the voice and account-
ability indicators rose slightly, and women’s
participation in household decision-making
processes increased.

This progress notwithstanding, levels of
deprivation remain high in all domains and

the rate of progress has leveled off. Despite
substantial increases in school enrollments,
more than two out of five adults in Africa
cannot read or write, and the quality of
schooling is poor. Improving Africa’s pri-
mary educational outcomes is urgent. Health
outcomes mirror the results for literacy. Prog-
ress is happening, but outcomes are still the
worst in the world. Increases in immuniza-
tion and bednet coverage are slowing. Nearly
two in five African children is malnourished,
one in eight adult women is underweight, and
obesity is emerging as a new health concern.
Africans enjoyed considerably more peace
in the 2000s than before, but since 2010 the
number of violent events has been four times
what it was in the mid-1990s. Violence in
Africa is experienced not only in terms of
political unrest and large-scale civil conflicts
but also in the form of domestic violence. At
30 percent, tolerance of domestic violence is
twice as high as in the rest of the developing
world and the incidence of domestic violence
is more than 50 percent higher. Higher toler-
ance of domestic violence and less empowered
decision making among younger (compared
with older) women suggest that a generational
shift in mindset is still to come. On voice and
accountability, Africa remains among the
bottom performers, albeit with slightly higher
scores than countries in the Middle East and
North Africa and East Asia and Pacific.
Around these region-wide trends is
remarkable variation across countries and
population groups. Rural populations and
the income poor are worse off in all domains,
though other factors, such as gender and
female education, often matter as much
or more and at times in unexpected ways.
Women in Africa can, for example, expect
to live in good health 1.6 years longer than
men, and boys under five years are 5 per-
centage points more likely to be malnour-
ished than girls. At the same time, the gender
gap in literacy remains substantial, women
suffer more than men from violence (espe-
cially domestic violence), and they are more
curtailed in their access to information and
decision making. Literacy is especially low
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in West Africa, where gender disparities are
large. High HIV prevalence rates are hold-
ing life expectancy back in Southern Africa.
Conflict events are concentrated in the
greater Horn of Africa and the Democratic
Republic of Congo. The low levels of Africa’s
capability achievements are driven partly by
below-average performance in its three most
populous countries (Nigeria, the Democratic
Republic of Congo, and Ethiopia). Multiple
deprivations characterize life for a sizable
share of African women (data on men are
unavailable).

Two important findings stand out. First,
fragile and resource-rich countries tend to
perform worse and middle-income countries
better than other countries. This finding con-
firms the pernicious effects of conflict and
is consistent with the widely observed asso-
ciation with overall economic development.
People in resource-rich countries experience
a resource penalty in their human develop-
ment outcomes. They are less literate (by
3.1 percentage points), have shorter average
life spans (by 4.5 years) and higher rates of
malnutrition among women (by 3.7 percent-
age points) and children (by 2.1 percentage
points), suffer more from domestic violence
(by 9 percentage points), and have less voice
and accountability than people in non-
resource-rich countries.!!

Women’s education (secondary schooling
and above) makes a decisive difference across
dimensions (health, violence, and freedom in
decision), among both adults and children.
Improving women’s education and socioeco-
nomic opportunities can be game changing
for Africa’s capability achievement.

Notes

1. UNDP (1990, page 10) describes the HDI as
follows: “Human development is a process
of enlarging people’s choices. In principle,
these choices can be infinite and change over
time. But at all levels of development, the
three essential ones are for people to lead a
long and healthy life, to acquire knowledge
and to have access to resources needed for a
decent standard of living. If these essential

choices are not available, many other oppor-
tunities remain inaccessible.”

. UNESCO (2015) discusses reasons for lim-

ited progress in global adult literacy since
the 2000s, including the underperformance
of adult literacy programs. All progress has
come from better literacy among younger
cohorts.

. The gross enrollment ratio can exceed 100

percent because of the inclusion of over-age
and under-age students following early or
late school entrance and grade repetition.

. Higher life expectancy for women is possible

even in an environment that is disadvanta-
geous to them, given that women are geneti-
cally predisposed to live longer (Sen 2002;
World Bank 2011).

. The results are based on a country fixed-

effect regression analysis of life expectancy
in 2000-12 in 39 countries on the under-five
mortality rate, the HIV prevalence rate, an
indicator variable taking the value of 1 if
the average annual number of deaths from
conflict in the five years preceding the year
of recorded life expectancy exceeded 100,
and GDP (in constant 2005 U.S. dollars
per capita) and its square. De Walque and
Filmer (2013) also find no effect of GDP on
adult mortality in Africa and relatively little
effect of recent conflict, unless the conflicts
escalated, as in the Rwandese genocide. Else-
where in the world GDP is negatively corre-
lated with adult mortality.

. The increase in funding has slowed in recent

years, causing both the increase in the use of
treated bednets and the decline in child mor-
tality from malaria to level off (WHO 2013,
2014b).

. Children are considered stunted if their

height-for-age is more than two standard
deviations from the median height-for-age of
the reference population.

. There is a high correlation between the

WGD’s voice and accountability score and
the responses from 35 African countries to
the Afrobarometer’s “freedom to say what
you think” (0.67) and “freedom to join any
political organization” (0.65) questions; the
correlation with “the extent of democracy”
is 0.58. Because the Afrobarometer does not
measure free media but only exposure to
mass media, the correlation with the WGI’s
voice and accountability score is slightly
lower.
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9. The debate about defining weights is lively
(see Alkire and Foster 2011 and critiques
by Ravallion 2011). Some of it concerns
whether deprivations should be treated
as substitutes or complements (Bourgui-
gnon and Chakravarty 2003). Appropriate
weights should reflect ethically or empiri-
cally grounded trade-offs among the compo-
nents of deprivation (see Decancq and Lugo
2013; Ferreira and Lugo 2013); they should
not be set for the sake of convenience.

10. At the country level, there is limited cor-
relation in the population shares of people
deprived in the four dimensions. The cor-
relation coefficient is 0.22 on average (in
absolute value); it ranges from 0.12 (for the
correlation between the voice and account-
ability indicator and the illiteracy indicator)
to 0.39 (for the correlation between the voice
and accountability indicator and the indica-
tor of the number of fatalities from violence).
This low correlation is consistent with lack
of interchangeability across functionings
and capabilities (as emphasized by the capa-
bility approach). The overlap is greatest in
the prevalence of $1.25 income poverty (33
percent) for asset-poverty and each of the
other four dimensions, which could be seen
as providing support for the welfarist (mone-
tary poverty) approach to measuring poverty
(that asset poverty is an indicator of multiple
deprivation). Yet, even though the overlap is
highest, the correlation remains nonetheless
rather low, underscoring that income pov-
erty remains a rather incomplete proxy for
well-being and that good scores on income
poverty hide deprivation in many basic func-
tionings and capabilities.

11. De la Briére and others (2015) discuss how
resource-rich countries could harness their
mineral wealth to build more human capital.
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Inequality in Africa

nequality in Africa is complex. Of the 10

most unequal countries in the world, 7

are in Africa. But African countries other
than these seven do not have higher inequal-
ity than developing countries elsewhere in the
world. For the region as a whole, however,
inequality is high, because of the wide varia-
tion in income across countries. As a comple-
ment to the description of poverty, freedoms,
and capabilities in the previous two chapters,
this chapter profiles inequality in Africa,
describing it in terms of consumption inequal-
ity (including from the perspective of extreme
wealth) as well as inequality of opportunity.

An important distinction is between
inequality of outcomes (such as income,
consumption, and wealth) and inequality of
opportunity. In the case of the latter, in many
settings, circumstances over which a per-
son has little control—mother’s education,
father’s occupation, birth in a rural area or
into a particular ethnic group—may largely
dictate one’s future. Being born poor often
means being the beneficiary of less invest-
ment in human development, which deter-
mines future living standards.

Being born poor can also influence one’s
aspirations. Hoff (2012) describes how
aspirations can be affected if inequality is

This chapter was written with Camila Galindo-Pardo.

entrenched. The expectation of having no
chance of obtaining wealth or the feeling that
the cards are stacked against one can yield
precisely these outcomes, for example. This
lack of a level playing field—the structural or
ex ante component of inequality—is usually
perceived to be unfair. Cultures around the
world value fairness—so much that in some
cases people make seemingly irrational deci-
sions (that is, decisions that do not serve their
self-interest) to punish others who behave
unfairly (World Bank 2005).

Inequality in outcomes—the gap between
the poorest and the richest—depends not
only on opportunities but also on effort and
the degree to which individuals take risks.
Rewarding people for effort or risk taking
can incentivize and motivate them. From
this perspective, not all aspects of inequal-
ity are necessarily bad, although high levels
of inequality can impose large socioeconomic
costs on society.

Inequality can influence the ability of
communities to coordinate and provide social
services and public goods.! It can also induce
conflict, although the empirical evidence that
substantial inequality leads to conflict or is
the source of most conflict is mixed (Cramer
2005; Lichbach 1989).2

Inequality influences how economic
growth translates into poverty reduction,
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and it may affect growth prospects. With
respect to poverty reduction, when ini-
tial inequality is higher, a larger share of
poor households will have incomes farther
below the poverty line, so that growth (the
increase in income) will result in less pov-
erty reduction (Bourguignon 2004; Klasen
2004; Ravallion 2001). Tentative evidence
also suggests that inequality leads to lower
and less durable sustainable growth pro-
cesses and thus less poverty reduction (Berg,
Ostry, and Zettelmeyer 2012; OECD 2015)
if, for example, wealth is used to engage in
rent seeking and other distortionary eco-
nomic behaviors (Stiglitz 2012). The path-
way by which inequality evolves thus matters
for growth. Marrero and Rodriguez (2013)
find a robust negative relationship between
growth and inequality of opportunity in the
United States. Ferreira and others (2014) find
suggestive evidence of a negative association
between inequality and growth but conclude
that the data do not show a robust negative
association between inequality of opportu-
nity and growth. Other studies conclude that
as countries reach higher levels of develop-
ment, greater emphasis should be given to
reducing inequality over spurring growth
to reduce poverty (Olinto, Lara Ibarra,
and Saavedra-Chanduvi 2014). For high-
inequality, low-income countries, then, there
is tension between a focus on growth and an
emphasis on addressing inequality

On the basis of the growing body of lit-
erature on the effects of initial and chang-
ing inequality on growth and poverty, some
observers argue that reducing inequality
should be an explicit development goal (Shep-
herd and others 2014). For the few African
countries for which there is evidence, this
notion seems to resonate with policy mak-
ers. In its survey of 15 developing countries
(in Africa, this included Cameroon, Malawi,
Nigeria, and South Africa), the United
Nations Development Programme (UNDP
2014) finds that 77 percent of policy mak-
ers perceive the current level of inequality as
a threat to long-term national development.
Only 10 percent consider inequality condu-
cive to long-term development.

Perceptions of Inequality

Several survey efforts capture the perceptions
and attitudes of citizens toward inequality.
The picture that emerges is not clear, in part
because the survey questions differ.?

The World Values Survey asks respon-
dents if more or less inequality is needed in
their country. Its results reveal polarization:
in some countries, more than 20 percent of
respondents indicate that more inequality
is needed and more than 20 percent indi-
cate that less inequality is needed. Figure
4.1 shows the results for four countries; the
results are similar for the seven other African
countries covered by the World Values Sur-
vey, and the pattern does not change mark-
edly between country survey rounds. These
results are consistent with the point made in
World Development Report 2006: Equity
and Development (World Bank 2005) that,
contrary to preconceived notions, citizens do
not by and large view inequality negatively.
The share of the population in the African
countries that indicated that income should
be more equal was just 21 percent—lower
than the 28 percent for all countries included
in the World Value Survey.

Afrobarometer surveys find that among
a list of more than 30 possible responses,
respondents rarely cite inequality as one of
the most important problems facing their
countries. In these surveys, poverty and
employment are the primary concerns of
respondents in most countries. In the major-
ity of the 30 African countries surveyed in
the Gallup Poll (2013), most respondents
report that individuals can get ahead by
working hard.

In contrast, in the Pew Global Attitudes
Survey, 70-81 percent of respondents in the
six African countries covered agreed that
inequality is a major problem in their coun-
try (Pew Research Center 2013). Similarly,
Afrobarometer surveys show that most Afri-
cans respond that their government is doing
quite or very badly at narrowing the income
gap between the rich and poor. These sen-
timents do not correlate with the level of
inequality in the country (figure 4.2).
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FIGURE 4.1 Views on inequality differ within and across countries
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FIGUREA4.2 Surveyrespondents’ perceptions of the adequacy of their government’s efforts to narrow
the income gap differ across countries
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Measurement of Inequality

Like the poverty analysis in chapter 2, the
analysis of inequality in this chapter is based
on data on consumption from nationally
representative household surveys. With few
exceptions, the factors that make measuring
poverty a challenge also complicate the mea-
surement of inequality.* Changes in the ques-
tionnaire or the seasonal timing of fieldwork
can distort apparent trends in inequality. To
prevent this problem, the analysis presented
in this chapter excludes surveys that are not
comparable (as defined in chapter 1).°
Surveys in Africa measure inequal-
ity based on consumption. Cross-regional
comparisons typically ignore the differ-
ence between income and consumption
measures of inequality (as noted in the
next section), but it is an important dis-
tinction because consumption inequality is

typically lower than other monetary inequality
measures.

This chapter focuses on inequality as mea-
sured by the Gini index (box 4.1) in consump-
tion per capita, the same metric used to assess
poverty in chapter 2. Consumption is gener-
ally regarded as easier to measure than income
in low-income economies (Deaton and Zaidi
2002). Current consumption generally does
not reveal the full extent of economic inequal-
ity, however, because consumption does not
capture savings and wealth.

Income and wealth inequality are alter-
natives to consumption-based measures. In
most economies, income-based measures
of inequality are higher than consumption-
based measures (Blundell, Pistaferri, and
Preston 2008; Krueger and others 2010;
Santaeulalia-Llopis and Zheng 2015), and
wealth inequality is typically higher than
income inequality (Davies and others 2011;

BOX 4.1

A Primer on the Gini Index

The Gini index can be explained using the Lorenz
curve, which plots the cumulative share of total con-
sumption on the vertical axis against the cumulative
proportion of the population on the horizontal axis,
starting with the poorest individual or household
(figure B4.1.1). If there is perfect equality, the bot-
tom X percent of the population accounts for X per-
cent of consumption (or earns X percent of income),
and the Lorenz curve coincides with the diagonal.
If there is some degree of inequality, the bottom X
percent of the population accounts for less than X
percent of consumption. The Lorenz curve bows
outward; the farther it is from the diagonal line,
the higher the degree of inequality. In the extreme
case of perfect inequality, all consumption is con-
centrated in the hands of the richest individual, and
the Lorenz curve coincides with the line from 0 to
X to Y. The Gini index reflects the area between the
line of perfect equality (the diagonal) and the Lorenz
curve (A), relative to the maximum area that would
be attained under perfect inequality (A + B).

An alternative measure of inequality is the mean
log deviation (MLD), also called Theil’s L index,

FIGUREB4.1.1 The Lorenz curve illustrates the Gini
measure of inequality
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which is part of the generalized entropy class of
inequality indexes (Cowell 2000). As in the Gini
index, higher values of the MLD represent higher
levels of inequality, but unlike the Gini index, the
MLD is not bound by 1. The MLD shows the per-

(Box continues next page)
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centage difference between the consumption of a
randomly selected individual and the population’s
average consumption. One attractive feature of
the MLD is that it is sensitive to inequality among
the poor. Another is that, unlike the Gini index, the
MLD is decomposable: the contribution of inequal-
ity across different groups and the contribution of
the inequality within these groups can be calculated.
Doing so helps unpack the nature of inequality, as
done later in this chapter.

A third, more recent inequality measure is the
Palma ratio, the ratio of the consumption share of
the richest 10 percent of the population to the share
of the poorest 40 percent of the distribution (Palma
2006, 2011). In its original formulation, the index

A Primer on the Gini Index (continued)

was expressed in terms of gross national income. It
is an intuitive measure of inequality that highlights
the large gaps in consumption often found between
the rich and the poor.

Each of these measures has different properties
and can produce different results. But cross-country
rankings of inequality in Africa are not strongly
affected by the measure of inequality used. Figure
B4.1.2 plots country inequality rankings according
to the MLD (panel a) and Palma (panel b) against
the ranking based on the Gini index. In most cases,
countries line up on the diagonal, which means that
their rank position is unaffected by the measure
used. These findings are similar to the finding by
Cobham and Sumner (2013).

FIGURE B4.1.2 Differentinequality measures reveal a similar story
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Diaz-Gimenez, Glover, and Rios-Rull 2011;
Piketty 2014; Rama and others 2015; for
Africa, see de Magalhaes and Santaeulalia-
Llopis 2015). Consumption and income are
flow measures that relate to a specific period
(for example, one year); wealth is a stock
measure that reflects assets accumulated over
a lifetime (through savings) and across gen-
erations (through bequests).

Most household surveys in Africa lack
detailed data on the value of household
wealth. Taking advantage of the select
few that include partial wealth data, de

Magalhaes and Santaeulalia-Llopis (2015)
compare inequality in consumption, income,
and wealth in Malawi, Tanzania, and
Uganda. Their measure of wealth includes
land, housing, livestock, agricultural equip-
ment, and household durable goods, net of
any debt (their data exclude housing in Tan-
zania and debt in Uganda). Because finan-
cial assets are not included, total wealth
is understated, particularly among urban
households.

Their results show the pattern observed in
other regions. In Malawi wealth inequality
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is almost twice as large as consumption
inequality. In rural areas, the wealth Gini
is 0.60, compared with 0.54 for income
and 0.39 for consumption. In urban areas,
these estimates are 0.84 for wealth, 0.71 for
income, and 0.44 for consumption. A similar
picture emerges in Tanzania and Uganda.

A second concern with consumption
inequality is that, in practice, consump-
tion inequality measures will be biased
downward if the set of goods in the con-
sumption measure does not include items
consumed by the rich (luxury goods such as
vacations as well as irregularly purchased
consumer durable purchases such as cars).
These goods are sometimes not included in
surveys or are excluded from the measure
of consumption if they are.® Consump-
tion surveys also struggle to include hard-
to-survey populations, including both the
extreme poor (who may live in remote areas
or informal settlements) and the extreme
rich (who may refuse to participate in sur-
veys). Applying imputation methods for
mismeasured income data and accounting
for expatriates not included in surveys in
Cote d’Ivoire and Madagascar significantly
increase measured inequality, according to
Guénard and Mesplé-Somps (2010). The
net effect of missing these households is
ambiguous in terms of the bias in inequal-
ity, contingent on which household groups
are excluded from the survey. However, if
top income earners or the very poor are sys-
tematically excluded, inequality measures
will be understimated.

Methods have been proposed to address
some of these problems (see Korinek, Misti-
aen, and Ravallion 2006). One approach is
to compare top incomes in household surveys
with tax records (Atkinson, Piketty, and Saez
2011; Banerjee and Piketty 2005). Studies
adopting this approach typically conclude
that surveys underestimate top incomes.
The evidence on South Africa is ambiguous,
because most surveys provide estimates of
top income shares that are close to the tax
data (Morival 2011). Many developing coun-
tries lack administrative tax data with which
to assess the level of underreporting in house-
hold surveys (see, for example, the discussion

on the Middle East in Alvaredo and Piketty
2015). One study that attempts to assess the
extent of the underestimation (the study of
Egypt by Hlasny and Verme 2013) shows,
perhaps surprisingly, that it is not large.

Another approach for gauging underes-
timation at the top of the distribution is to
compare consumption from household sur-
veys with private consumption in national
accounts. Although there are conceptual
differences between these two measures
of consumption, the growing gap between
national accounts and survey consumption
in countries such as China and India is often
interpreted as an indicator that surveys miss
out on a growing share of private expendi-
tures (Deaton 2005). This problem appears
to be less important in Africa, where house-
hold surveys and national accounts have not
been observed to be diverging, as discussed
in chapter 1.

To study inequality in the distribution of
consumption, the Gini index across coun-
tries is compared. The Gini index is a widely
used measure of inequality (box 4.1). It
ranges between 0 (every individual enjoys
the same level of consumption per capita,
perfect equality) and 1 (a single individual
accounts for all consumption). A Gini index
of 0.4 means that the expected difference in
consumption between any two people cho-
sen from the population at random will be
80 percent (two times the Gini). This chap-
ter focuses on Gini indexes as derived from
household surveys, rather than efforts to
impute a Gini from other sources (box 4.2)

Inequality Patterns and Trends

This section explores both national and
regional aspects of inequality and then
describes core household traits that explain
inequality across groups in countries.

Inequality across African Countries

Gini indexes from the most recent household
surveys in Africa range from 0.31 (Niger
and Sdo Tomé and Principe) to 0.63 (South
Africa). Comparing these estimates with
estimates from other countries (based on the
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BOX 4.2 Can the Giniindex be estimated without a survey?

Issues of comparability and data availability hamper
studies of inequality in Africa. For the Gini results
in this chapter, only nine countries have more than
three data points, and seven countries have just a
single data point.

Can this dearth of data be circumvented by esti-
mating the Gini? The Standardized World Income
Inequality Database (SWIID) takes this approach,
seeking to maximize the comparability and coverage
of Gini estimates worldwide (Solt forthcoming a). This
effort works best in countries with better and more
data, but it is still subject to critique (see Jenkins 2014
and the response to his critique in Solt forthcoming b).

Using a missing-data algorithm and drawing on
information from proximate years within a country
and various data collection efforts (such as the World
Bank’s PovcalNet, the UNU-WIDER database, and
country statistical reports), SWIID produces Gini
estimates for 45 countries in Africa. For 1991-2012,
SWIID has 16 or more annual estimates of the Gini
for more than half these countries. Because of the
lack of survey data in developing countries, the

FIGURE B4.2.1
Gini index show great variability
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SWIID imputations show substantial variability
in the region, as Solt (forthcoming a) notes (figure
B4.2.1). Most of the estimates computed directly
from the surveys are within the SWIID confidence
interval, but that interval is wide.

The two sources are highly correlated (with a
correlation of 0.83 between the survey estimate and
the average SWIID estimate from 100 imputations).
The correlation is higher (0.91) if the comparison is
limited to surveys deemed comparable within the
country. The correlation is low (only 0.15) among
the nine countries in Central Africa.

The direction of the changes in the Gini in the
SWIID does not match well with the trends revealed
by the surveys (as in figure 4.4). In only 11 of 20
countries with a trend in both sources does the
direction of change match. There is a high degree of
uncertainty in the SWIID estimates. In only 1 of the
20 countries studied is the change in the Gini statis-
tically significant. Until better and more surveys are
conducted in the region, imputing inequality mea-
sures is fraught with serious concerns.

Standardized World Income Inequality Database (SWIID) estimates of the
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Source: World Bank Africa Poverty database and Solt forthcoming a.
Note: Orange lines show the 95 percent confidence intervals on the SWIID Gini imputations. Blue dots are the survey-based Gini estimates

from the World Bank Africa Poverty database.
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FIGUREA4.3 The world’s most unequal countries are in Africa
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PovcalNet database) reveals that 7 of the 10
most unequal countries in the world are in
Africa (figure 4.3). All but two of the seven
countries (South Africa and Zambia) have
populations of less than 5§ million.

The levels of inequality in Africa appear
even more remarkable if one considers that
many countries outside Africa—particularly
advanced economies and countries in Latin
America—use income rather than consump-
tion per capita to measure inequality. Relative
to consumption data, income data generally
produce higher levels of inequality.

The heterogeneity in inequality across
Africa is substantial and shows a geographi-
cal pattern (map 4.1). Inequality is higher
in Southern Africa (Botswana, Lesotho,
Namibia, South Africa, Swaziland, and Zam-
bia), where Gini indexes are above 0.5, as
well as in Central African Republic and the
Comoros. West African countries exhibit
lower levels of inequality, and countries in East
Africa are mixed. These findings are robust to
other measures of inequality (box 4.1).

Some researchers have argued that these
patterns in inequality have historical roots.
In particular, the high levels of inequality in
Southern Africa are legacies of the land dis-
possession and racially discriminatory poli-
cies of the colonial period. There are notable
differences in the history of communal land
tenure systems in West and Central Africa
compared with white settler economies (char-
acterized by privately owned small family
plots, large estates, and plantations) in East
and Southern Africa (Cornia 2014).

There are few other discernable patterns
in terms of country traits and inequality.
Inequality levels do not differ statistically
between coastal and landlocked, fragile and
nonfragile, or resource-rich and resource-
poor countries, controlling for the four sub-
regions. Bhorat, Naidoo, and Pillay (2015)
also conclude that the average level of inequal-
ity is not different between resource-rich and
other economies, but they note that a number
of resource-rich economies have high levels
of inequality. If the eight most unequal coun-
tries in the region (South Africa, Zambia, and
six small economies) are excluded and one
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MAP 4.1 Inequality in Africa shows a geographical pattern

Cabo Mauritania
Verde Mali
Niger .
Senegal 7 Sudan Eritrea
The Gambia — /
f ! Burkina Faso
Guinea-Bissau i
Guinea Benin 7/
Nigeria e
. Cote ) Ethiopia
Sierra Leone d'Ivoire -Ghana SUEIll  South Sudan
Liberia G iyl Somalia
Togo ameroon
) Equ;ftonal G.um,ea< \ganda
Sao Tomé and Prlnclpe( Rep. of Kenya
Gabon  (ongo
Rwandags
Dem. Rep. of Burundi
Congo
< Tanzania
Seychelles
. Comoros
Gini index Malawi B
I 0.60-0.63
[ 0.50-0.59
- bi -
0.46-0.49 Zmbabwe QPO Madagascar ~ Mauritius
0.41-0.45
0.36-0.40 Botswana
0.31-0.35
No data &= Swaziland

Source: World Bank Africa Poverty database.

controls for country-level income, Africa has
inequality levels comparable to developing
countries in other parts of the world (Bho-
rat, Naidoo, and Pillay 2015 draw the same
conclusion).

Are African countries becoming more
unequal? Analysis of 23 countries for which
there are two comparable surveys to measure
inequality reveals that about half the coun-
tries experienced a decline in inequality while
the other half saw an increase (figure 4.4).”
No clear patterns based on resource status,

South O

ifle]

IBRD 41869
SEPTEMBER 2015

income status, or initial level of inequality in
the first survey are evident.

The picture is the same if one looks at
the longest available time period for which
comparable data are available. Cornia
(2014) describes this pattern as “inequality
trend bifurcation.”® Within-country trends
in inequality in Africa differ from trends in
both Asia, where inequality is on the rise,
and Latin America, where inequality has
been declining since the early 2000s (see
Ferreira and others 2013 for Latin America;
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FIGURE 4.4 Inequality rose in about half of the countries and fell in the other half
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Source: World Bank Africa Poverty database.

Note: Annualized percentage change in the Gini index is based on the two most recent and comparable surveys available.

Asian Development Bank 2014 and Rama
and others 2015 for Asia).

Should one expect a more systematic
increase in inequality given Africa’s double
decade of growth? One of the long-standing
debates in economics is about the trends
in inequality during periods of economic
growth. In the 1950s, Simon Kuznets for-
mulated the hypothesis that inequality first
increases and then declines as GDP per capita
rises (Kuznets 1955). Because most countries
in Africa still have low levels of GDP, the
Kuznets hypothesis suggests that inequality
should increase with rising GDP per capita.

Empirical studies have not produced
robust support for the Kuznets hypoth-
esis (Bruno, Ravallion, and Squire 1998;
Deininger and Squire 1996; Milanovic 2011).
The African data also fail to provide strong
evidence for a Kuznets-type trajectory.

Panel a of figure 4.5 compares the level
of inequality (measured by the Gini) with
GDP per capita. Although there is a sig-
nificant positive relationship between the
level of GDP and inequality, it is driven
almost entirely by the upper-middle-income

countries in Southern Africa (Botswana,
Namibia, and South Africa), which differ in
many ways (in addition to GDP per capita)
from the rest of Africa. A more appropriate
test of the Kuznets hypothesis is to compare
changes in inequality with changes in GDP
per capita using multiple observations per
country (panel b of figure 4.5). If the Kuznets
hypothesis holds, the data should trace out
an inverted U-pattern or at least—given that
most of the countries in the sample are poor
and hence likely to be shifting along the ris-
ing portion of the U—an upward slope to
show inequality rising as GDP increases.
This is not the case: inequality is not moving
in a clear direction and does not appear to
be systematically related to changes in GDP
per capita. Other researchers have reached
similar conclusions based on examination of
recent data (Bhorat, Naidoo, and Pillay 2015)
and growth spells in the 1990s (Fields 2000).

All else constant, a reduction in inequal-
ity is associated with a decline in poverty
(Bourguignon 2004; Klasen 2004). Many
countries in figure 4.6 are in quadrant 4,
where both inequality and poverty declined.
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FIGUREA4.5 There is no systematic relationship between growth and inequality in Africa
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However, in a number of countries poverty
fell despite increasing inequality (quadrant 1
in figure 4.6). In these countries, the growth
in mean consumption was large enough to
offset the rise in inequality.

Inequality in Africa as a Whole

Combining survey data across countries
enables the study of the Africa-wide dis-
tribution of consumption.’ For this exer-
cise, surveys are grouped into benchmark
years (1993, 1998, 2003, and 2008).'° The
data cover 81 percent of regional GDP and
72 percent of the population, indicating
that richer countries are more likely to be
included.! Given this coverage, the results
probably represent a lower bound on Afri-
can inequality.

The African Gini index is 0.52-0.56
across the benchmark years, much higher
than individual-country inequality measures
(table 4.1). Only four countries (Botswana,
the Central African Republic, Namibia,
and South Africa) have Gini indexes that
are higher than the African Gini in 2008.
As discussed earlier, by and large, African
countries have levels of inequality that are
similar to other developing countries if mea-
sured in terms of average country inequality.

But Africa as a whole has the highest level of
inequality of any region in the world.'> The
African Gini index rose by almost 9 percent
between 1993 and 2008. By contrast, the
average country Gini fell by almost § percent,
and no change is observed if countries are
weighted by their population.

FIGURE 4.6 Declining inequality is often associated with declining
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TABLE4.1 Inequality in Africa, 1993-2008

Benchmark year Percentage
change

Indicator 1993 1998 2003 2008 1993-2008
Gini index for Africa 0.52 0.52 0.54 0.56 8.6
Average country Gini index 047 045 045 045 3.8
Average country Gini index, population weighted 044 044 043 044 -05
African mean log deviation 047 047 0.51 0.57 20.0
Within-country contribution to African mean log deviation (percent) 734 713 643 59.7

Source: Jirasavetakul and Lakner 2015.

The level of inequality in Africa is largely
driven by within-country inequality, which
explains considerably more than half of the
inequality measured by the mean log deriva-
tion (MLD). However, the increase in African
inequality was driven by a widening between
countries, as opposed to within-country
changes in inequality. Over time, a greater
share of African inequality is explained by
gaps across countries. These results stand
in sharp contrast to global inequality, where
within-country inequality increased both in
the level of inequality and as a share of total
inequality (even though between-country
differences remain the dominant source of
global inequality).

Does country GDP explain African
inequality? To some extent, it does. Figure
4.7 divides the African distribution of con-
sumption in 2008 into 20 ventiles, from
poor to rich, each representing 5 percent of
the African population. For each ventile, the
figure shows the share of the population in
low-, lower-middle-, and upper-middle-/
high-income countries. In 2008, 54 percent
of the population in the top 5 percent of the
African distribution were living in upper-
middle-/high-income countries, 36 percent
in lower-middle-income countries, and 10
percent in low-income countries. The share
of the African population in upper-middle-/
high-income countries rises as one moves up
the distribution, while the share of the popu-
lation in lower-income countries declines.
However, there is much overlap across these
country classifications, meaning there are
very rich households in poor countries and
vice versa.

FIGURE4.7 Therichest households in Africa live
mostly in the richer countries
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Source: Jirasavetakul and Lakner 2015.

Between-Group Inequality

This section explores the extent to which con-
sumption levels differ across groups in an econ-
omy based on some socioeconomic or other
household trait. Between-group (or horizontal)
inequality is measured by decomposing over-
all inequality into two parts: inequality attrib-
uted to between-group (horizontal) differences
and inequality within groups. Horizontal
inequalities can come at a high cost to society.
Between-group inequalities can perpetuate
intergenerational persistence in poverty, and
social exclusion and can limit socioeconomic
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mobility. They have been linked to violent con-
flict and social unrest and are therefore partic-
ularly detrimental for economic development
and poverty reduction (Cramer 2005; Langer
and Stewart 2015). In a similar vein, ethnic
fractionalization has been associated with
poor outcomes in the provision of local public
goods (Miguel and Gugerty 20035) and lower
levels of overall economic growth in Africa
(Easterly and Levine 1997).

To explore between-group inequality in
Africa, seven groups are defined based on the
consensus in the literature and the availabil-
ity of information in the household surveys to
define groups.'® Of the seven groups exam-
ined, geographical location, education, and
demographics are the most important drivers
of inequality (figure 4.8).14

Spatial inequalities are important for both
the urban-rural group and the regional group

FIGURE 4.8 Location, education, and demographics are the most important drivers of inequality
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classifications.!> In Senegal one-third of
total inequality is attributed to gaps between
households in urban and rural areas. On
the lower end of the spectrum are some of
the small island states (the Comoros, Sio
Tomé and Principe), where urban-rural gaps
are virtually nonexistent. A similar picture
holds for inequality between regions (first-
tier administration units). The two between-
group components (urban-rural and regions)
are correlated (0.73); countries with large
urban-rural gaps in living standards also tend
to have significant gaps across regions. Spa-
tial inequalities may be even higher than cap-
tured by household consumption, because of
the spatial aspects of public service provision
(the fact that the value of public services, such
as health services and schools, may be higher
in urban areas).

Another way to view the extent of
regional inequality is to compare mean con-
sumption per capita across areas. The gap
(as measured by the ratio between the rich-
est and the poorest regions) often shows that
the richest regions have twice the mean con-
sumption of the poorest. The gap for first-
tier administration units is 2.1 in Ethiopia
(regions), 3.4 in the Democratic Republic
of Congo (provinces), and more than 4.0 in
Nigeria (states).!® Inequality associated with
geographical income segregation may be
more politically destabilizing than inequal-
ity in which the poor and rich are equally
dispersed geographically (Milanovic 2011),
especially if geographical inequalities coin-
cide with ethnicity or religion, as in northern
and southern Nigeria.

In most household surveys, the samples
are too small to estimate inequality for geo-
graphical areas smaller than regions. Such
estimates can be made by combining house-
hold surveys with census data to yield poverty
maps (also known as small area poverty esti-
mates). The poverty map of Zambia shows
that of the more than 1,400 constituencies in
the country, about one in seven has a poverty
rate of less than half the country mean (de
la Fuente, Murr, and Rascén 2015). At the
other extreme, 20 percent of constituencies

have poverty rates that are more than 25 per-
cent higher than the national average.

Educational attainment of the household
head is an even more important driver of
gaps in consumption across households. In
three countries (Rwanda, South Africa, and
Zambia), educational attainment explains
about 40 percent of overall inequality. Higher
inequality is associated with greater inequal-
ity between education categories, an associa-
tion that is not observed among most of the
other socioeconomic groupings. Education
tends to explain a greater share of inequality
than the broad economic activity category of
the household head, an important driver of
inequality in some countries.

The demographic composition of the
household also explains a large share of
inequality, up to 30 percent of overall inequal-
ity in Senegal and 32 percent in Botswana.
This finding is consistent with the fact that
larger households in Africa, especially house-
holds with many children, show significantly
lower levels of consumption and higher levels
of poverty than smaller households.

Some demographic characteristics—
for example, the gender of the household
head—do not explain a substantial share of
total inequality. This finding is not surpris-
ing, given that in many African countries,
consumption per capita levels of male- and
female-headed households do not differ
widely. A shortcoming of this method of
decomposing inequality is that the decom-
position reveals nothing about the direction
of bias (that is, whether the disadvantage lies
with female- or male-headed households).
Moreover, because consumption is measured
at the household level, the decomposition
does not provide any information about how
consumption is distributed between men and
women within households (box 4.3).

For many countries, horizontal inequali-
ties can be measured for more than one
point in time. The main drivers of horizon-
tal inequalities (geography, education, and
demographics) did not change during the
period for which survey data are available
(from the early 1990s to the present).
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Little is known about interpersonal inequality in liv-
ing standards within households, including between
men and women, because consumption data are col-
lected at the household level and standard measures
of poverty and inequality are calculated assuming
that resources are shared equally within the house-
hold (even if there is some normalization for size and
demographic composition).

The idea that individuals within a household do
not always have the same living standards and that
income is not shared equally is not new (see Strauss,
Beegle, and Mwabu 2000 and the ample evidence in
World Bank 2011). Gender and age are arguably the
most prominent individual attributes along which
differentiation takes place within the household.

The household structure in Senegal (as well as
in other West African countries) is unique in its
complexity and offers opportunities to explore the
extent of intrahousehold inequality. Households
are structured like compounds. Within each house-
hold are “cells” made up of a head and unaccom-
panied dependent members, while married broth-
ers and each wife of the head and her children
form separate cells. Surveying and paying careful
attention to the compound structure and con-
sumption patterns among members reveals within-
household consumption patterns (De Vreyer and
others 2008). Food expenditures are compiled based
on a detailed account of who shares which meal and
how much money is used to prepare it. Individual

BOX 4.3 Areresources within households shared equally? Evidence from Senegal

consumption data are then collected at the cell level.
Finally, expenditures that are shared by several cells
are collected and attributed equally to all household
members. A measure of consumption per capita is
then constructed at the cell level.

The results clearly show that not everyone in
the household gets the same resources. The ratio
between the consumption of the richest and poorest
cells within a household can be as high as 23 (and
is still above 4 after trimming off the 5 percent of
most unequal households). In general, food expen-
ditures are equitably distributed, a critical insight
that underscores basic solidarity. In contrast, non-
food expenditures are not divided equally. Over-
all inequality is higher for cell-level consumption
(Gini = 0.567) than for a household-level measure
that assumes equal consumption across household
members (Gini = 0.548).

These unique consumption data also reveal a siz-
able gender gap. Cells headed by men have signifi-
cantly higher consumption.

The poverty status of the household can hide
poverty within the household. About 1 nonpoor
household in 10 has a poor cell within it (De Vreyer
and Lambert 2014). There are also nonpoor cells in
poor households. Targeting poor households would
miss 6-14 percent of poor children (depending on
the poverty line), namely, children who reside in
poor cells within nonpoor households.

Unequal Opportunities

Inequality across households is the product
of many forces. The circumstances in which
one is born—in a rural area, to uneducated
parents—are one important force. Inequal-
ity of opportunity is the extent to which such
circumstances dictate the outcomes of indi-
viduals in adulthood. In economics this con-
cept has been articulated by Fleurbaey (2008)
and Roemer (2000), among others. In the
field of sociology, inequality of opportunity

is the concept of achieved versus ascribed sta-
tus (Linton 1936) and ascriptive inequality. It
can exacerbate overall inequality and violate
principles of fairness and equal opportunity.
A growing body of literature in the past 15
years tries to assess the degree of inequality
of opportunity and evaluate the opportunity-
equalizing effects of public policies (see the
recent surveys by Ferreira and Peragine 2015
and Roemer and Trannoy 2015)—efforts
that face a number of challenges (Kanbur
and Wagstaff 2014). Building on the previous
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discussion of horizontal inequalities, which
described the contribution of different indi-
vidual characteristics to total inequality, this
section presents evidence on inequality of eco-
nomic opportunity and the intergenerational
transmission of education and occupation.!”

Inequality of Economic Opportunity

The approach to measuring inequality of
economic opportunity entails unpack-
ing how much of current consumption can
be explained by a person’s circumstances
in childhood and how much is explained
by individual responsibility, luck, or effort
(obtained as the residual).!® Such estimates
of inequality of economic opportunity are
available for many countries worldwide,
but evidence for Africa has been limited to
date.” Drawing on surveys from 10 countries
(the Comoros, Ghana, Guinea, Madagascar,
Malawi, Niger, Nigeria, Rwanda, Tanzania,
and Uganda), this section presents more com-
prehensive evidence for countries in Africa.??

FIGURE 4.9 Unequal opportunities account for up to 20 percent of
inequality in Africa
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Note: The figure shows the share of total mean log deviation (MLD) that is attributed to inequality
of economic opportunity. Countries are ordered by their level of inequality measured by the MLD,
with the least unequal countries on the left and the most unequal on the right.

The circumstances used to measure inequal-
ity of economic opportunity include ethnic-
ity, parental education and occupation, and
region of birth.?! The analysis focuses on
individuals 15 years and older. Like other
researchers in this field (see, for example, Fer-
reira and Gignoux 2011), inequality is mea-
sured using the MLD.??

The share of inequality that can be attrib-
uted to inequality of opportunity ranges
from 8 percent (Madagascar) to 20 percent
(Malawi) (figure 4.9). The ranking of coun-
tries changes considerably if one looks at
inequality of opportunity rather than overall
inequality (note that the countries in figure
4.9 are sorted by inequality): Countries with
higher inequality in outcomes are not neces-
sarily characterized by a larger share of the
inequality attributed to inequality of opportu-
nity. The Comoros, for instance, has the high-
est overall level of inequality, but its share of
inequality of opportunity is among the low-
est. Furthermore, the magnitude of inequal-
ity of opportunity is only partly correlated
with the number of circumstances available
in the data, suggesting that the differences
observed across countries do not solely reflect
differences in the availability of circumstance
variables but say something meaningful about
the structure of inequality (however, more
circumstances are also typically expected to
yield greater inequality of opportunity).

Estimates of inequality of opportunity
calculated in this manner represent a lower
bound, because many circumstance variables
(family wealth, parenting time, the quality
of education) are not observed in household
surveys and hence cannot be considered in
the estimation.?? This issue also complicates
comparisons across countries, because the
surveys differ in the number and granularity
of the circumstance variables.

Intergenerational Persistence in
Education and Occupation

Does the educational attainment of parents
matter less today to a child’s schooling than
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it did 50 years ago? 2* Is the occupation of
a farmer’s son less affected by his father’s
occupation than it was a generation ago?
Using data from several recent household
surveys in Africa and drawing on a set of
surveys with information on adult children
and their fathers, the extent of intergenera-
tional mobility in education and occupation
is examined, as well as whether the extent
of this mobility is changing among younger
generations.?’

To measure educational mobility from
the perspective of intergenerational persis-
tence, education is regressed on the edu-
cational attainment of one’s parents. The
coefficient from this simple regression, f,
measures education persistence (see Black
and Devereux 2011 for a recent overview of
approaches to this measurement). Another
measure of mobility is the correlation coef-
ficient between the outcomes of parents and
their children (p), which is the intergenera-
tional gradient (ff), multiplied by the ratio of
the standard deviation across the two gen-
erations.?® Three factors are explored—the
intergenerational gradient, the correlation
coefficient, and the ratio of standard devia-
tions—for different cohorts to study inter-
generational persistence in schooling across
generations (figure 4.10).

The correlation coefficient on intergener-
ational mobility (the blue line in figure 4.10)
slightly increased in most countries. Con-
versely, the intergenerational gradient, f, is
falling in most countries (the orange line in
figure 4.10). An additional year of school-
ing of one’s parent has a lower association
with one’s own schooling than it used to.
This reflects, however, that the ratio of the
standard deviations (the red line in figure
4.10) is rising, which in turn is related to
the low levels of schooling among parents in
the oldest generation. For example, people
born in 1949 in Rwanda have on average
1.5 years of schooling, while their parents
have only 0.1 years. The Africa intergen-
erational mobility trends are broadly com-
parable to estimates in other developing

countries (Ferreira and others 2013; Hertz
and others 2007). These changes may partly
reflect the fact that since the 1990s, many
countries have eliminated school fees at
the primary level (Bhalotra, Harttgen, and
Klasen 2015). In terms of level of mobility in
general, Africa has greater intergenerational
educational mobility than Latin America.
However, mobility is lower than developed
countries in Europe, the United States, and
the former Eastern Bloc.

Like education, one’s occupation may
be determined largely by the occupations
of one’s parents. The limited literature on
this issue in Africa focuses on intergenera-
tional occupational persistence from farm
to nonfarm occupations. Here this analysis
is extended to look at three occupational
classifications among men 20-65 (agricul-
ture, services, and other occupations) and
their fathers. The analysis is restricted to
the occupation of fathers because fewer sur-
veys have information on the occupation of
mothers.

Intergenerational occupational persis-
tence in farming has been falling rapidly in
some countries (table 4.2). In the Comoros,
the share of farmers’ sons working in other
sectors is more than twice as large for the
youngest cohort as it is for older cohorts.
Guinea is the most rigid economy in terms
of occupational shifting. There is substan-
tial intergenerational mobility in work
among people with fathers in services and
other sectors; generally less than half of
the youngest cohort are performing the
same services or other sector work as their
fathers. This change in intergenerational
occupational persistence is consistent with
the overall shifts in occupational structure
in each country, specifically the falling
employment shares of agriculture (World
Bank 2014a).

To separate out economy-wide shifts,
the share of job mobility associated with
expansion in nonagricultural sectors is net-
ted out (following the approach of Bossuroy
and Cogneau 2013). Net mobility shows
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FIGURE 4.10 Intergenerational persistence in schooling is weaker among younger Africans than older

Africans
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that shifts in the structure of occupations  mobility (table 4.3). The Comoros, Rwanda,
in the economy (sometimes called struc-  and Uganda exhibit the highest rates of
tural change) are not the only factor driving  intergenerational mobility that is not attrib-
changes in intergenerational occupational  utable to structural change.
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TABLE4.2 Likelihood of remaining in one’s father’s sector in selected African countries

Sons of other sector
employees stay in sector

Sons of service sector

Sons of farmers stay in sector employees stay in sector

1 2 3 4 5 1 2 3 4 5 1 2 3 4 5
Country Oldest Youngest Oldest Youngest Oldest Youngest
Comoros 80 55 55 45 48 34 53 45 40 55 7 41 37 42 17
Ghana 76 65 64 59 71 47 50 51 60 52 21 22 32 25 32
Guinea 79 69 73 76 80 26 40 34 36 4 24 28 43 40 32
Rwanda 86 83 84 77 78 32 18 22 28 31 0 34 12 22 8
Uganda 78 72 66 60 72 33 39 40 37 27 32 28 34 43 33

Source: Azomahou and Yitbarek 2015.

Note: Table shows the percent of each cohort with the same occupation as their father. 1-5 are 10-year birth cohorts. The table should be read as follows: Among the youngest

cohort (cohort 5) in the Comoros, the son of a farmer has a 48 percent likelihood of also being a farmer. Members of the oldest cohort of farmers’ sons have a much higher chance of

being farmers (80 percent).

TABLE 4.3 Gross and net occupational intergenerational mobility out of farming in selected African

countries
Gross mobility Net mobility

1 2 3 4 5 1 2 3 4 5
Country Oldest Youngest  Oldest Youngest
Comoros 29 47 49 56 57 15 24 24 29 28
Ghana 31 42 43 45 36 12 13 7 7 7
Guinea 30 38 34 35 30 16 19 " 8 8
Rwanda 17 22 21 29 31 12 14 14 17 13
Uganda 29 35 40 45 40 14 17 21 21 12

Source: Azomahou and Yitbarek 2015.

Note: Table shows the percent of each cohort with the same occupation as their father. 1-5 are 10-year birth cohorts. The table should be read as follows:
Among the youngest cohort (cohort 5) in the Comoros, for example, 57 percent of sons do not have the same occupations as their fathers. Net mobility is
computed as gross mobility minus the share of mobility associated with structural change in employment.

Extreme Wealth and Billionnaires

Household surveys are not suited for cap-
turing very high levels of income or wealth.
Missing information on extreme wealth leads
to underestimation of the extent of economic
inequality in a broader sense. Wealthy house-
holds are often not surveyed and household
surveys generally measure current consump-
tion or income (a flow measure) rather than
the stock of household assets. Surveys are
also likely to fail to capture rare income
events or income (and the wealth from it) that
is obtained illegally (Africa Progress Panel
2013). Data on holders of extreme wealth
are difficult to collect. The Forbes World’s
Billionaires list, the World Top Incomes
Database (currently covering South Africa
and ongoing in 15 other African countries),
and the Global Wealth Databook have made

inroads, but they still generally cover little of
Africa compared with other regions.

South Africa was the first African coun-
try to be represented on Forbes’ list, with
two billionaires in the late 1990s, followed
by Nigeria in 2008. By 2014 the region had
19 billionaires: 8 in South Africa, 7 in Nige-
ria, and 1 each in Angola, Kenya, Tanzania,
and Uganda.?” Countries such as India expe-
rienced a much sharper rise during a simi-
lar period. The number of billionaires there
rose from 2 in the mid-1990s to 46 in 2012,
according to Gandhi and Walton (2012).

Although there are fewer billionaires in
Africa, their average aggregate net wealth in
2012 was higher ($5.2 billion per billionaire)
than in India ($3.8 billion). Aggregate bil-
lionaire wealth as a percent of GDP increased
steadily in Nigeria and South Africa from,
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FIGURE 4.11 Billionaire wealth in Africa is growing
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0.3 and 1.6 percent in 2010 to 3.2 and 3.9
percent in 2013 (figure 4.11). The increase is
partly explained by the rise in the number of
billionaires in both countries over the period.
Nigeria’s rapid climb also stems from the fact
that, since 2011, it has been the home of the

FIGURE4.12 Extreme wealth increases with GDP in Africa
and elsewhere
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richest African (Aliko Dangote), whose for-
tune grew by a factor of 10 between 2010
and 2014.

The growth in extreme wealth in the
region since 2010 can be decomposed into
two components: the increase in the wealth of
veteran billionaires and the addition of new
billionaires. More than half of the growth
in Nigeria’s extreme wealth is explained by
the growth in the wealth of the veterans.
The weight of newcomers in the growth in
extreme wealth in South Africa rose from 40
percent in 2011 to 54 percent in 2013. Across
the set of six countries, the contribution of
newcomers to the growth in extreme wealth
jumped from 37 percent in 2011 to 61 per-
cent in 2013.

With a focus on billionaires, the Forbes
list captures only the very top of extreme
wealth. In 2013 Forbes reported on 50 Afri-
cans worth at least $400 million. This list
still leaves out lower levels of wealth that are
high by any standard.

Knight Frank (2015) surveys private bank-
ers and wealth advisors to collect data on
ultra-high-net-worth individuals (individuals
whose net worth exceeds $30 million) in 90
countries, of which 14 are in Africa. Across
countries, the number of ultra-high-net-
worth individuals increases with GDP per
capita growth. The number tends to increase
even where economies are in decline or stag-
nating (in Zimbabwe, for example, the num-
ber of ultra-high-net-worth individuals rose
by 5.2 percent while GDP per capita declined
by 0.12 percent). Africa’s trend (not shown)
is very similar to the global trend (the gray
dotted line in figure 4.12).

What do these data reveal about inequal-
ity? Given the limited data on these extremely
wealthy individuals, there is no straightfor-
ward answer. Credit Suisse (2014) presents
estimates of the distribution of wealth using
the Forbes list and imputations based on
cross-country relationships and consump-
tion surveys. Using these data, Lakner (2015)
finds that the 10 richest people in Africa pos-
sess wealth equivalent to the wealth of the
poorest half of the population. (His find-
ings include North Africa, where 3 of the 10
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richest people reside.) Oxfam International
(20135) estimates that globally 80 individuals
possess as much wealth as half the world’s
population (the regional and global results
are not strictly comparable).?® Few detailed
studies explore the level of extreme wealth
of nationals at the country level. One excep-
tion is the New World Wealth (2014) study
of Kenya, which estimates that about 8,300
people own 62 percent of that country’s
wealth.

Does the source of this wealth matter?
Particularly in sectors where rent-seeking
behavior is more likely, the role of political
connections in the wealth-generating pro-
cess could have implications for development
and growth. Gandhi and Walton (2012) find
that in India in 2012, 60 percent of total net
wealth was derived from “rent-thick” sectors,
such as real estate, infrastructure, construc-
tion, mining, telecommunications, cement,
and media, where the influence of political
connections and the potential for rent extrac-
tion are important (Rama and others 2015).
In Africa the share of extreme wealth derived
from extractives has been declining. During
2011-14, about 20 percent of African billion-
aires derived their wealth mainly or partially
from telecommunications, and the share of
extreme wealth derived from services and the
broad category of investment jumped from 1
percent to 13 percent.

Forbes classifies the majority of net
wealth in Africa in 2014 as self-made as
opposed to inherited. It estimates that self-
made aggregate net wealth in the region
represented 74 percent of total net wealth
and that 81 percent of the billionaires in
Africa reported being self-made. This clas-
sification of self-made does not necessarily
imply returns to successful entrepreneurship
and innovation (as opposed to accumulating
extreme wealth through political influence
or corrupt business practices). Bagchi and
Svejnar (2015) assess wealth accumulation
through political connections by looking
at evidence in news sources that suggests
whether billionaires would have become
billionaires in the absence of political con-
nections. Among total billionaire wealth

in their sample, the fraction of politically
connected billionaires in 1987, 1992, 1996,
and 2002 ranges from 4 percent to 13 per-
cent. They conclude that politically con-
nected wealth accumulation has a negative
effect on economic growth worldwide. In
resource-rich countries in Africa, there is
concern that the elites gain wealth from
resources through political connections (see
the examples and broad discussion in Burgis
2015).

Concluding Remarks

The latest evidence on inequality in Africa
paints a complicated picture. The most
unequal countries in the world are in Africa,
mostly in the southern part of the conti-
nent, but excluding the seven countries with
extremely high inequality, inequality is not
higher or lower than in other countries at
similar income levels. In countries with com-
parable surveys over time, inequality is fall-
ing in half and rising in half, without a clear
association with factors such as resource-
richness, income level, or state fragility.
A clearer pattern emerges for horizontal
inequalities within countries, which continue
to be dominated by unequal education levels
and high urban-rural and regional income
disparities.

From a regional perspective, inequal-
ity among Africans is rising and is high
compared with other regions. This pattern
reflects the range in national income levels
across countries and the fact that most of the
poor in Africa reside in the poorest countries.
The income gap between African countries is
growing.

Another aspect of inequality—extreme
wealth—is missed altogether by household
surveys. Africa has seen a rise in billionaire
wealth, at least in countries for which data
are available.

A portion of inequality in Africa can be
attributed to inequality of opportunity, cir-
cumstances at birth that are major deter-
minants of one’s poverty status as an adult.
Fortunately, at least in some countries,
there has been a rise in intergenerational
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educational mobility, holding out hope that
inequality of opportunity will decline. Never-
theless, intergenerational occupational per-
sistence, at least as captured by three broad
occupation categories, remains high in many
countries.

Notes

1. According to Olson (1965), if a public good
is of interest to the rich, inequality could
facilitate collective action and allow the
poor to free ride. In fact, the evidence shows,
more often the opposite occurs. Wealthy
households, which can afford private pro-
viders, opt out of financing public services
such as schools and health care facilities and
redirect resources to efforts that do not serve
poor families. Mansuri and Rao (2013) pres-
ent a range of evidence indicating that com-
munities with high inequality have worse
local development processes and outcomes.
They find that highly unequal incomes
amplify market failures.

2. Some studies find evidence that high
inequality within ethnic groups rather than
in the country as a whole is a driver of civil
conflict (Huber and Mayoral 2014). Oth-
ers find that it is inequality between ethnic
groups that matters (Stewart 2008). Parallel
with these efforts to explain civil conflict is
the literature that explores how inequality,
especially ascriptive and horizontal inequali-
ties, explains crime rates (see, for example,
Blau and Blau 1982).

3. Similar contradictions in perceptions can be
found in views on inequality in the United
States (Fitz 2015).

4. Purchasing power parity (PPP) adjustments
to convert local currency units into U.S. dol-
lars do not affect national inequality mea-
sures. National temporal price adjustments
(to bring a survey from year 1 to year 2
prices) also do not typically affect national
inequality measures. In contrast, within-sur-
vey spatial price adjustments change inequal-
ity measures. Both the World Bank Africa
Poverty Database (used here) and PovcalNet
compute Gini indexes based on nominal
consumption measures. They do not adjust
for the fact that the households interviewed
pay different prices depending on where in
a country they live or the time of year they

are interviewed. If prices differ spatially and
temporally, deflated aggregates may produce
different inequality measures and trends. For
most of the surveys analyzed here, a deflated
(real) consumption measure is available. The
general findings on the levels and trends in
inequality are not substantially different if
Gini indexes are estimated using deflated
(real) consumption. One exception is the
findings on between- and within-inequality
by region or urban location, which tends to
decline using spatially deflated aggregates.
Székely and Hilgert (2007) analyze some of
these issues in Latin American countries.

. Excluding these surveys has implications for

how the results compare with the results of
other studies. For example, excluding the
first of the three most recent national house-
hold surveys in Malawi (on the grounds
of incomparability in survey design), the
inequality trend in Malawi is not decreasing,
as Bhorat, Naidoo, and Pillay find (2015).

. Expenditure on consumer durables is not

always included in the consumption mea-
sure, because it represents highly irregular
purchases (Deaton and Zaidi 2002). The
recommended practice is to include dura-
ble goods “use values” in the consumption
measure.

. Bhorat, Naidoo, and Pillay (2015) use a dif-

ferent inequality measure but show simi-
lar results: of 34 countries in Sub-Saharan
Africa, inequality rose in 18 and fell in 16.
Cornia (2014) and Fosu (2014) draw simi-
lar conclusions. All three reports draw on
the World Bank PovcalNet database. From
a population perspective, the results lean
toward increasing inequality; 57 percent of
the population in these countries are resid-
ing in a country with increasing inequality.

. Measuring polarization is another approach

to looking at the consumption distribu-
tion, a concept related to but distinct from
inequality. Polarization measures separa-
tion (distance) across clustered groups in a
society. Clementi and others (forthcoming)
show that Nigeria experienced both rising
inequality and rising polarization between
2003/04 and 2012/13, which contributed
to the eroding of the middle class. Keefer
and Knack (2002) argue that, in practice,
polarization measures are strongly positively
correlated with inequality measures across
countries.
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10.

11.

12.

13.

For details on the calculations on African
inequality, see Jirasavetakul and Lakner
(2015). This idea has also been pursued
globally, including in global inequality stud-
ies by Anand and Segal (2015), Atkinson and
Brandolini (2010), and Milanovic (2005).
The analysis here draws heavily on Lakner
and Milanovic (2015), who analyze the
global income distribution in 1988-2008.
Because of the limited availability of house-
hold surveys, the analysis cannot start before
1993, and there are not enough surveys for a
benchmark year after 2008.

General coverage of Africa is good, but the
coverage of fragile countries is low: on aver-
age, the surveys cover only 28 percent of
the population in fragile countries between
1993 and 2003. The rate improves markedly
in 2008 with the inclusion of the Democratic
Republic of Congo and Sudan.

Inequality in Africa as a whole is higher than
in Latin America (0.528); Asia other than
China (0.450) and China (0.427); mature
economies (0.419); the Russian Federation,
Central Asia, and Southeast Europe (0.419);
and India (0.331) (Lakner and Milanovic
2015). Estimates by Pinkovskiy and Sala-i-
Martin (2014) for Africa are even higher but
show a decrease. However, their estimates
are not drawn solely from a set of recent
surveys in Africa but rather from a combi-
nation of inequality measures from surveys,
national accounts, mean and growth rates,
and interpolations and extrapolations for
missing inequality data (including impu-
tations of inequality measures from other
countries if no survey is available for a
country).

There are several main approaches to decom-
posing inequality into within- and between-
group inequality. The traditional version of
the decomposition apportions total inequal-
ity into a component explained by differ-
ences in mean consumption between groups
and a component that reflects inequality
within each group. The between-group com-
ponent measures the share of overall inequal-
ity that would be obtained if every individual
had the average consumption level of his
or her group. However, as Elbers and oth-
ers (2008) note, in this approach between-
group inequality reaches a maximum if each
individual constitutes a separate group—the
yardstick against which between-group gaps

14.

15.

are evaluated. In addition, the between-
group component mechanically increases
with the number of categories used. Elbers
and others propose an alternative decom-
position that compares between-group dif-
ferences with the maximum inequality that
would be obtainable if the number and size
of groups were fixed at their actual levels,
while the ranking of the groups is preserved.
For instance, urban-rural inequality would
be evaluated against a benchmark in which
all individuals living in rural areas appear at
the lower end of the distribution and all indi-
viduals living in urban areas appear at the
upper end of the distribution, with the urban
and rural population shares fixed at their
actual levels. The decomposition thereby
takes into consideration the existing config-
uration of population groups. Only the tra-
ditional results are reported here but broadly
similar patterns result from the Elbers and
others (2008) method (even though the esti-
mated between-group shares are generally
higher in the latter variant). For the analy-
sis in this section, the mean log deviation is
the measure of inequality. Unlike the Gini, it
is additively decomposable, a mathematical
property that is desirable in this context.
Region typically refers to the administrative
region (for example, province) in which the
household resides. Education denotes the
highest level of education of the household
head (none, incomplete primary, completed
primary, completed lower secondary, uni-
versity, other). Employment refers to the
main economic activity of the household
head (employee, employer/self-employed in
agriculture, employer/self-employed outside
agriculture, other). Gender and age refer
to the household head. The demographic
categories are one or two adults without
children, one or two adults and fewer than
three children, one or two adults and three
children or more, three adults or more with-
out children, three adults or more and up
to three children, three adults or more, and
four children or more.

The results for urban/rural and education
are less pronounced than those in Belhaj
Hassine (2015), who studies 12 countries
in the Middle East and North Africa. She
finds that gaps between regions account
for a larger share of inequality than gaps
within regions. Some of the inequality
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16.

17.

18.

19.

20.

21.

across geographic areas reflects differences
in the cost of living. Between-group inequal-
ity for regions and for urban/rural areas is
lower if a delated measure of consumption is
used rather than a nominal measure. Across
countries, it declines by about 15 percent on
average for both regions and urban/rural.

If a deflated measure of consumption is
used, these ratios fall to 1.3 (Ethiopia), 2.2
(Democratic Republic of Congo), and 3.9
(Nigeria).

The focus here is on inequality of opportu-
nity from the perspective of economic out-
comes in adulthood. A third domain is the
human opportunity index, which captures
the extent to which circumstances such as
school attendance, immunizations, and
household infrastructure, including access
to sanitation and water, contribute to gaps
in outcomes for children. Dabalen and oth-
ers (2015) present detailed analysis of the
human opportunity index for Africa across
many countries and years. They find that
greater coverage for all was more important
than changes in equity for improvements in
human opportunities.

This approach is described as the ex ante
approach to measuring inequality of oppor-
tunity, as opposed to the ex post approach
(Checchi and Peragine 2010; Fleurbaey and
Peragine 2013). In the ex post approach,
there is no inequality of opportunity if peo-
ple who exert the same effort end up with
the same outcome. Inequality of opportunity
in this approach is measured as inequality
within responsibility classes (that is, within
the set of individuals at the same effort
level).

Exceptions are Cogneau and Mesplé-Somps
(2008) for Cote d’Ivoire (1985-88), Ghana
(1988 and 1998), Guinea (1994), Mada-
gascar (1993), and Uganda (1992); Piraino
(2015) for South Africa; and Brunori, Palmi-
sano, and Peragine (2015a) for Uganda.
Broader international comparisons of
inequality of economic opportunity are pre-
sented in Ferreira and Gignoux (2011) for
Latin America and in Brunori, Ferreira, and
Peragine (2013) for 41 countries.

This subsection draws on Brunori, Palmi-
sano, and Peragine (2015b).

Another circumstance that is particularly
relevant for countries in the region hard
hit by HIV/AIDS is orphan status. The

22.

23.

24.

25.

empirical evidence on the consequences of
being orphaned focuses on health indicators
and education, with some studies showing a
causal impact of orphanhood on schooling
outcomes. Because orphanhood is not a ran-
dom event (it is correlated with other house-
hold measures, such as urban status and
household education and wealth), the cor-
relation does not imply that education levels
are generally worse among orphans. Indeed,
the most recent Demographic and Health
surveys show that in half of the countries
surveyed, orphans are no less likely than
nonorphans to be enrolled in school. In
Nigeria and Chad, orphans are more likely
than other children to be in school.

There are different methodological
approaches to measuring inequality of
opportunity, including the choice of inequal-
ity measure (Gini or MLD), the estimation
approach (parametric or nonparametric),
and the choice of circumstances to use if the
set of circumstances differs across surveys.
All circumstances available for each country
are used. This choice is the best in analyz-
ing a single country, but it poses some dif-
ficulties in terms of comparability across
countries. There is a trade-off between the
robustness and usefulness of the analysis
in each country and the demands of com-
parability across countries. As the number
of circumstances increases, the estimate of
inequality of opportunity will also increase.
The estimates reported here are based on a
nonparametric estimation approach (Fer-
reira and Gignoux 2011). The MLD is com-
monly used as the measure of inequality in
this literature, although some researchers
propose using the Gini from a theoreti-
cal point of view (van de Gaer and Ramos
2015) and an empirical perspective (Brunori,
Palmisano, and Peragine 2015Db).

If data on these unobserved circumstances
were available, the share of inequality attrib-
uted to circumstances would go up, as would
the level and share of inequality of economic
opportunity (though the extent of underes-
timation also depends on the degree of cor-
relation between unobserved and observed
circumstances).

This subsection draws on Azomahou and
Yitbarek (2015).

Related studies include the following:
Bossuroy and Cogneau (2013) cover
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occupational mobility in Cote d’Ivoire in
1985-88 (four waves), Ghana in 1988-2006
(five waves), Guinea in 1995, Madagascar in
1994, and Uganda in 1993; Hertz and oth-
ers (2007) examine educational mobility in
Ethiopia in 1994, Ghana in 1998, and South
Africa in 1998; and Lambert, Ravallion, and
van de Walle (2014) analyze occupational
mobility in Senegal.

26. These two measures of mobility—the inter-
generational gradient and the correlation
coefficient—can produce different findings
in the same setting. The intergenerational
gradient may decline over time (implying
more mobility), but the correlation between
the educational attainment of a child and
parent can remain constant (implying no
change in mobility) (Hertz and others 2007).
This divergence may result from a reduc-
tion in the inequality of schooling in the
child’s generation (for example, achieving
universal primary education) relative to the
parents’ generation and a drop in the persis-
tence effect—that is, education in the recent
birth cohort has become less dependent on
parental schooling than parental education
was on the educational attainment of the
grandparents.

27. All billionaires included in this analysis are
both citizens and residents of the region.
Nathan Kirsh, a citizen of Swaziland who
resides in London, is thus excluded. Forbes
also excludes family fortunes, such as the
Chandaria family in Kenya and the Madh-
vanis in Uganda, if the wealth is believed to
have been dispersed among family members.

28. The Oxfam estimates also draw on the data
from Credit Suisse (2014). Because infor-
mation on assets and debts from household
survey data is rarely available in African
countries, estimates for the region are based
largely on imputations from other low-
income countries. In general, it is difficult to
compare assets because the appropriate data
are not available. For example, important
assets held by the poor, such as landhold-
ings, could be undervalued and assets held

by the rich may be hidden.
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"Our knowledge of global poverty has long been compromised by inadequacies in the
underlying data, in which people report how much they spend. This is nowhere more true
than in Africa, where national accounts data are also very weak. So | am delighted that this
report and the World Bank are directing serious attention to these issues and hope that,
before too long, our basic database will be much stronger than it is today. In the meantime,
this report provides an insightful synthesis of what is known about poverty in Africa today,
in both its monetary and nonmonetary dimensions!

— ANGUS DEATON, Nobel Laureate in Economic Sciences, 2015;
Dwight D. Eisenhower Professor of Economics and International Affairs, Princeton University

"Drawing on data to profile well-being in Africa is no easy task. | strongly commend the
efforts of synchronizing and reviewing many data sources in this report. It sheds a bright
light—based on data—on the poverty profile of Sub-Saharan African countries over time.
Looking forward, it is critical that we continue the work of strengthening Africa’s statistics
and filling in data gaps that this report carefully outlines. While investing in consumption
data is paramount, strengthening the methodological and analytical capacity for measuring
nonmonetary dimensions of poverty must also be given a due priority. We need to
focus on the multidimensions of well-being, but without high-quality and frequent data,
knowledge gaps will remain!

— SAMIA ZEKARIA GUTU, Ethiopian Ambassador to Nigerig;
Former Director General, Ethiopia Central Statistical Agency

"Following Africa’s rise, are people better off? Scrutinizing the available information, this
report does an exemplary job of addressing this pertinent question. It also draws our
attention to the seminal crisis at the heart of global decision making around development
issues—the crisis of poor data. Bad data feed bad management, weak accountability, loss
of resources, and then, bad results. Embracing the more and better data agenda is key for

better governance and faster poverty reduction!

— MO IBRAHIM, Founder and Chair, Mo Ibrahim Foundation
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