Income and Poverty

Sources: World Bank, United Nations Development Programme

International Poverty Rates Human Human
GDP (international dollars) Income Inequality Develop- Poverty
Per Percent of Gini Unem- ment Index
Capita National Poverty Rates Population Poverty Index {c}  ployment Index {e} (100 =
PPP (percent) Living on Gap {b} 0= Rate (1 = most highest
(int'1'$)  Survey Survey Less Than {a} (percent) Survey perfect 2000- developed) poverty)
2002 Year Total _Urban__ Rural Year $1/day  $2/day  $1/day  $2/day Year equality) 2002 {d} 2002 2002
World 7,880 .. .. .. .. .. .. .. .. .. .. .. .. 0.73 ..
Asia (excl. Middle East) 4,684 " " " " " " " " " " " 4.6 o
Armenia 3,117 1998-99 53.7 604 4438 1998 f 12.8 49.0 33 17.3 1998 f 379 . 0.75
Azerbaijan 3,207 2001 49.6 . . 2001 f 37 9.1 <10 35 2001 f 36.5 13 0.75 .
Bangladesh 1,695 2000 49.8 366 53.0 2000 f 36.0 82.8 8.1 36.3 2000 f 318 33 0.51 42.2
Bhutan . . . . . . . . . . . . . 0.54 .
Cambodia 2,001 1997 36.1 21.1  40.1 1997 f 34.1 77.7 9.7 34.5 1997 f 40.4 1.8 0.57 42.6
China 4,577 1998 46 <20 46 2001 f 16.6 46.7 39 184 2001 f 44.7 3.1 0.75 132
Georgia 2,307 1997 11.1 12.1 9.9 2001 f 2.7 15.7 0.9 4.6 2001 f 36.9 11.0 0.74 .
India 2,681 1999-00 28.6 247 302 1999-00 f 34.7 799 8.2 353 1999-00 f 325 . 0.60 314
Indonesia 3,228 1999 27.1 . 2002 f 75 52.4 0.9 15.7 2002 f 343 6.1 0.69 17.8
Japan 26,937 . . .. . .. .. . . .. 1993 g 249 5.4 0.94 11.1
Kazakhstan 5,814 1996 346 300 390 2001 f <20 85 <05 14 2001 f g3 . 0.77
Korea, Dem People's Rep . . . . . . . . . . . . . .
Korea, Rep 17,161 - . . . 1998 g <20 <20 <05 <05 1998 f 316 3.1 0.89
Kyrgyzstan 1,622 1999 64.1 490 69.7 2001 f <20 27.2 <05 59 2001 f 29.0 8.6 0.70 .
Lao People's Dem Rep 1,765 1997-98 38.6 269 410 1997-98 f 26.3 73.2 6.3 29.6 1997 f 37.0 . 0.53 40.3
Malaysia 9,130 1989 11585 . . 1997 g <20 9.3 <0.5 2.0 1997 g 49.2 39 0.79 .
Mongolia 1,709 1995 363 385 331 1995 f 139 50.0 3.1 175 1998 f 44.0 . 0.67 19.1
Myanmar . . . . . . . . . . . . . 0.55 25.4
Nepal 1,382 1995-96 42.0 23.0 440 1995 f 37.7 825 9.7 375 1995-96 f 36.7 . 0.50 41.2
Pakistan 1941 199899 326 242 359 1998 f 134 65.6 2.4 220 1998-99 f 33.0 7.8 0.50 41.9
Philippines 4,171 1997 36.8 215 50.7 2000 f 146 46.4 2.7 17.2 2000 f 46.1 9.8 0.75 15.0
Singapore 24,006 . . . . . . . . . 1998 g 425 34 0.90 6.3
Sri Lanka 3,560  1995-96 25.0 150 27.0 1995-96 f 6.6 45.4 1.0 135 1995 f 34.4 8.2 0.74 18.2
Tajikistan 981 . . . . 1998 f 103 50.8 26 16.3 1998 f 347 . 0.67 .
Thailand 7,009 1992 13.1 10.2 155 2000 f <2.0 32.5 <0.5 9.0 2000 f 43.2 1.8 0.77 13.1
Turkmenistan 5,049 . . . . 1998 f 12.1 44.0 26 15.4 1998 f 40.8 . 0.75
Uzbekistan 1,661 2000 275 225 305 2000 f 21.8 77.5 5.4 289 2000 f 26.8 . 0.71 .
Viet Nam 2,305 1993 50.9 259 572 1998 f 17.7 63.7 3.3 229 1998 f 36.1 . 0.69 20.0
Europe 18,097 . . . . . . . . . . . 7.8 .
Albania 4,270 2002 254 . 296 2002 f <20 11.8 <05 2.0 2002 f 28.2 227 0.78
Austria 29,220 . . . . . . . . . 1997 g 30.0 3.6 0.93
Belarus 5,518 2000 419 . . 2000 f <20 <20 <05 0.1 2000 f 30.4 23 0.79 .
Belgium 27,569 - . . - . - - . - 1996 g 250 6.9 0.94 124 h
Bosnia and Herzegovina 5,777  2001-02 19.5 13.8 199 .. . . . . 2001 f 26.2 .. 0.78
Bulgaria 7,253 2001 12.8 . . 2001 f 4.7 16.2 1.4 5.7 2001 g 319 19.4 0.80
Croatia 10,286 . . . . 2000 f <20 <20 <05 <0.5 2001 f 29.0 15.2 0.83
Czech Rep 15,794 . . . . 1996 g <20 <20 <05 <05 1996 g 254 7.3 0.87 .
Denmark 30,943 . . . . . . . . . 1997 g 24.7 4.3 0.93 9.1 h
Estonia 12,255 1995 8.9 6.8 147 1998 f <20 5.2 <0.5 0.8 2000 g 37.2 12.6 0.85 .
Finland 26,186 . . . . . . . . . 2000 g 269 9.0 0.94 84 h
France 26,921 . . . . . . . . . 1995 g 327 89 0.93 108 h
Germany 27,102 . . . . . . . . . 2000 g 28.3 8.6 0.93 103 h
Greece 18,718 . . . . . . . . . 1998 g 354 9.6 0.90
Hungary 13,869 1997 17.3 .. . 1998 g <20 7.3 <0.5 1.7 1999 f 24.4 5.8 0.85
Iceland 29,749 . . . . . . . . . . . 3.2 0.94 .
Ireland 36,360 . . . . . . . . . 1996 g 839 42 0.94 153 h
Italy 26,429 . . . . . . . . . 2000 g 36.0 9.0 0.92 116 h
Latvia 9,202 . . . . 1998 f <20 83 <05 2.0 1998 g 324 12.8 0.82
Lithuania 10,313 . .. .. . 2000 f <2.0 13.7 <0.5 4.2 2000 f 31.9 13.8 0.84
Macedonia, FYR 6,483 . . . . 1998 f <20 4.0 <05 0.6 1998 f 28.2 31.9 0.79
Moldova, Rep 1,478 1997 288 . 267 2001 f 22.0 63.7 5.8 25.1 2001 f 36.2 7.3 0.68 .
Netherlands 29,105 . . . . . . . . . 1994 g 32.6 3.1 0.94 82 h
Norway 36,596 - . . - . - . . - 2000 g 258 39 0.96 7.1 h
Poland 10,934 1993 23.8 .. . 1999 g <20 <2.0 <0.5 <0.5 1999 f 31.6 19.9 0.85
Portugal 18,282 - . . - 1994 g <20 <05 <05 <05 1997 g 385 51 0.90
Romania 6,556 1994 215 204 279 2000 f 21 20.5 0.6 5.2 2000 f 30.3 6.6 0.78
Russian Federation 8,269 1994 309 . . 2000 f 6.1 238 12 8.0 2000 f 45.6 89 0.80
Serbia and Montenegro . . . . . . . . . . . . 22.3 .
Slovakia 12,892 . . .. . 1996 g <20 2.4 <0.5 0.7 1996 g 25.8 18.6 0.84
Slovenia 18,615 . . . . 1998 f <2.0 <2.0 <0.5 <0.5 1998-99 g 28.4 59 0.90 .
Spain 21,457 . . . . . . . . . 1990 g 325 11.4 0.92 110 h
Sweden 26,048 . . . . . . . . . 2000 g 25.0 5.2 0.95 6.5 h
Switzerland 30,008 . . . . . . . . . 1992 g 33.1 29 0.94
Ukraine 4,887 1995 317 . . 1999 g 29 45.7 0.6 16.3 1999 f 29.0 11.1 0.78 .
United Kingdom 26,155 . .. .. . .. . . . . 1999 g 36.0 5.1 0.94 14.8 h
Middle East & North Africa 5,994 " " " " " 2.4 29.9
Afghanistan . . . . . . . . . . . . . . .
Algeria 5,783 1998 122 73 166 1995 f <20 15.1 <05 38 1995 f B3 29.8 0.70 219
Egypt 3,813 1999-00 16.7 . . 2000 f 3.1 43.9 0.5 11.3 1999 f 34.4 9.0 0.65 30.9
Iran, Islamic Rep 6,701 . . . . 1998 f <20 7.3 <05 1.5 1998 f 43.0 . 0.73 164
Iraq .. . . .. . .. . . . . . . . .. .
Israel 19,5632 . . . . . . . . . 1997 g BB 103 091 .
Jordan 4,223 1997 11.7 . . 1997 f <20 7.4 <0.5 1.4 1997 f 36.4 13.2 0.75 7.2
Kuwait 16,320 . . . . . . . . . . . 0.8 0.84 .
Lebanon 4,755 - . . - . . - - - . - . 0.76 9.5
Libyan Arab Jamahiriya . .. . . . .. .. . . . . . . 0.79 15.3
Morocco 3,810 1998-99 19.0 120 272 1999 f <20 143 <05 3.1 199899 f 395 . 0.62 345
Oman 13,337 . . . . . . . . . . . . 0.77 315
Saudi Arabia 12,845 . . . . . . . . . . . . 0.77 15.8
Syrian Arab Rep 3,527 . . . . . . . . . . . 11.2 0.71 13.7
Tunisia 6,763 1995 7.6 36 139 2000 f <2.0 6.6 <0.5 1.3 2000 f 39.8 . 0.75 19.2
Turkey 6,365 . . . . 2000 f <20 10.3 <05 25 2000 f 40.0 10.6 0.75 12.0
United Arab Emirates . . 23 0.82

Yemen 870 1998 418 308 450 1998 157 452 45 150 1998 f 334 . 048 403
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International Poverty Rates Human Human
GDP (international dollars) Income Inequality Develop- Poverty
Per Percent of Gini Unem- ment Index
Capita National Poverty Rates Population Poverty Index {c}  ployment Index {e} (100 =
PPP (percent) Living on Gap {b} 0= Rate (1 = most highest
(int''$)  Survey Survey Less Than {a} (percent) Survey perfect 2000- developed)  poverty)
2002 Year Total Urban Rural Year $1l/day $2/day  $1/day $2/day Year equality) 2002 {d} 2002 2002
Sub Africa 1,779 .. . . .. .. 46.5 78.0 .. . . . . .
Angola 2,208 . . . . . . . . - . . .. 0.38 .
Benin 1,073 1995 33.0 . . . . . . o . " . 0.42 45.7
Botswana 7,928 . . . . 1993 f 235 50.1 7.7 22.8 1993 f 63.0 15.8 0.59 435
Burkina Faso 1,112 1998 453 165 510 1998 f 44.9 81.0 14.4 40.6 1998 f 48.2 . 0.30 65.5
Burundi 635 1990 .. 430 360 1998 f 58.4 89.2 24.9 51.3 1998 f B3 . 0.34 45.8
Cameroon 2,037 2001 40.2 22.1 49.9 2001 f 17.1 50.6 4.1 19.3 2001 f 44.6 . 0.50 36.9
Central African Rep 1,171 . . . . 1993 f 66.6 84.0 38.1 58.4 1993 f 61.3 . 0.36 47.7
Chad 1,029 1995-96 64.0 63.0 67.0 . . . . o . . . 0.38 49.6
Congo 979 . . . . . . . . . . - . 0.49 31.9 =
Congo, Dem Rep 621 . . . . . . . . . . N . 0.37 42.9 =
Céte d'lvoire 1,520 . . . . 1998 f 155 50.4 3.8 189 1998 f 45.2 . 0.40 45.0 ;
Equatorial Guinea . - - - . . . . . . - - . 0.70 327
Eritrea 909 1993-94 53.0 . . . . . . o . " . 0.44 418 =
Ethiopia 745  1999-00 442 370 450 1999-00 f 26.3 80.7 5.7 31.8 2000 f 30.0 . 0.36 55.5 =
Gabon 6,595 . . . . . . . . . . N . 0.65 . =
Gambia 1571 1998 . 480 610 1998 f 59.3 829 28.8 51.1 1998 f 38.0 . 0.45 45.8 m
Ghana 2,141 1998 39.5 186 499 1999 f 44.8 78.5 17.3 40.8 1999 f 30.0 . 0.57 26.0
Guinea 2,098 1994 40.0 . . . . . . . 1994 f 40.3 . 0.43 . -~
Guinea-Bissau 705 . . . . . . . . . 1993 f 47.0 . 0.35 48.0 .
Kenya 1,018 1997 52.0 49.0 53.0 1997 f 23.0 58.6 6.0 24.1 1997 f 44.5 .. 0.49 37.5 -
Lesotho 2,423 . .. .. . 1995 f 36.4 56.1 19.0 331 1995 f 63.2 . 0.49 479 =
Liberia . . . . . . . . . . . R . i . <
Madagascar 744 1999 713 521 767 1999 f 49.1 83.3 183 44.0 2001 f 475 . 0.47 35.9 =
Malawi 581 1997-98 65.3 549 66.5 199798 f 41.7 76.1 14.8 38.3 1997 f 50.3 . 0.39 46.8 =
Mali 976 1998 638 30.1 759 1994 f 72.8 90.6 37.4 60.5 1994 f 50.5 . 0.33 58.9 ™
Mauritania 1,683 2000 46.3 254 612 2000 f 259 63.1 7.6 26.8 2000 f 39.0 . 0.47 48.3 =
Mozambique 1,061 199697 694 620 713 1996 f 379 784 12.0 36.8 199697 f 39.6 . 0.35 49.8 =
Namibia 6,128 . . .. . 1993 g 34.9 55.8 14.0 30.4 1993 g 70.7 338 0.61 37.7 (—]
Niger 806  1989-93 63.0 520 66.0 1995 f 61.4 85.3 339 54.8 1995 f 50.5 . 0.29 61.4
Nigeria 919 199293 341 304 364 1997 f 70.2 90.8 349 59.0 1996-97 f 50.6 . 0.47 35.1 ©
Rwanda 1,224 1993 51.2 . .. 1983-85 f 35.7 84.6 7.7 36.7 1983-85 f 28.9 . 0.43 44.7 2
Senegal 1,594 1992 334 .. 404 1995 f 263 67.8 7.0 282 1995 f 413 . 0.44 441 m
Sierra Leone 523 1989 68.0 53.0 76.0 1989 f 57.0 74.5 39.5 51.8 1989 f 62.9 . 0.27 =0
Somalia . . . . . . . . . w . - . o . —_
South Africa 10,152 . . . .. 1995 f 7.1 23.8 1.1 8.6 1995 f 59.3 29.5 0.67 31.7 =<
Sudan 1,936 . . . . . . . . N . . . 0.51 316
Tanzania, United Rep 579  2000-01 35.7 . 387 1993 f 199 59.7 4.8 23.0 1993 f 38.2 . 0.41 36.0
Togo 1486  1987-89 323 . . . . . . . . - . 0.50 38.0
Uganda 1,413 1997 440 - . . . . . . 1999 f 430 . 0.49 36.4
Zambia 839 1998 729 56.0 83.1 1998 f 63.7 87.4 32.7 55.4 1998 f 52.6 . 0.39 50.4
Zimbabwe .. 199596 349 7.9 480 199091 f 36.0 64.2 9.6 29.4 1995 f 56.8 . 0.49 52.0
North America 35,138 .. .. .. .. .. .. .. .. .. .. " 5.9 " -
Canada 29,484 . .. .. . . . . . . 1998 g Bl 7.7 0.94 122 h
United States 35,746 . .. .. .. .. . . . N 2000 g 40.8 5.8 0.94 158 h
C. America & Caribb: 7,347 o . . . - o o o o 20 o 3.0 o o
Belize 6,538 . . . . . . . . N . B . 0.74 16.7
Costa Rica 8,817 1992 22.0 192 255 2000 g 2.0 9.5 0.7 3.0 2000 g 46.5 6.4 0.83 4.4
Cuba . . . . . . . . . . . " 33 0.81 5.0
Dominican Rep 6,644 1998 28.6 205 421 1998 g <20 <20 <05 <05 1998 g 47.4 156 0.74 13.7
El Salvador 4,887 1992 48.3 43.1 55.7 2000 g 31.1 58.0 14.1 29.7 2000 g 5382 6.2 0.72 17.0
Guatemala 4,058 2000 56.2 27.1 745 2000 g 16.0 374 4.6 16.0 2000 g 483 31 0.65 225
Haiti 1,623 1995 . . 66.0 . . . . o . " . 0.46 41.1
Honduras 2,597 1993 530 57.0 510 1998 g 238 44.4 11.6 23.1 1999 g 55.0 38 0.67 16.6
Jamaica 3,982 2000 18.7 . 251 2000 f <20 133 <05 2.7 2000 f 379 . 0.76 9.2
Mexico 8,972 1988 10.1 .. . 2000 g 9.9 26.3 3.7 10.9 2000 g 54.6 2.4 0.80 9.1
Nicaragua 2,486 1998 47.9 305 685 2001 f 45.1 799 16.7 41.2 2001 g 55.1 11.2 0.67 18.3
Panama 6,166 1997 3 153 649 2000 g 7.2 17.6 23 7.4 2000 g 56.4 13.2 0.79 7.7
Trinidad and Tobago 9,446 1992 21.0 24.0 20.0 1992 g 12.4 39.0 3.5 14.6 1992 g 40.3 .. 0.80 7.7
South America 7,333 .. .. .. .. .. .. .. .. m o m 11.5 m
Argentina 11,083 1998 . 29.9 . 2001 g 33 14.3 0.5 4.7 2001 g 52.2 17.8 0.85 .
Bolivia 2,459 1999 627 . 8l7 1999 f 14.4 343 5.4 14.9 1999 f 447 5.2 0.68 14.4
Brazil 7,752 1990 17.4 13.1 326 2001 g 8.2 224 2.1 8.8 2001 g 58.5 9.4 0.78 11.8
Chile 9,796 1998 17.0 . . 2000 g <20 9.6 <05 25 2000 g 57.1 7.8 0.84 4.1
Colombia 6,493 1999 640 550 79.0 1999 g 82 22.6 2.2 838 1999 g 57.6 17.9 0.77 8.1
Ecuador 3,583 1994 35.0 250 470 1998 g 17.7 40.8 7.1 17.7 1998 f 43.7 11.0 0.74 12.0
Guyana 4,224 1998 350 - . 1998 g <20 6.1 <05 1.7 1999 f 432 . 0.72 129
Paraguay 4,657 1991 21.8 19.7 285 1999 g 149 30.3 6.8 14.7 1999 g 56.8 . 0.75 10.6
Peru 5,012 1997 490 404 647 2000 g 18.1 37.7 9.1 185 2000 g 49.8 8.7 0.75 13.2
Suriname . . .. .. . . . . . .. .. . . 0.78 .
Uruguay 7,767 . . . . 2000 g <20 39 <05 0.8 2000 g 44.6 17.2 0.83 3.6
Venezuela 5,368 1989 i3 . .. 1998 g 15.0 32.0 6.9 15.2 1998 g 49.1 12.8 0.78 8.5
Oceania 21,348 . . . . . . . . . . . B @ @
Australia 28,262 . . . . . . . . o 1994 g 359 6.0 0.95 129 h
Fiji 5,242 . - - . . . . . . - - . 0.76 213
New Zealand 21,742 . . . . . . . . . 1997 g 36.2 5.2 0.93 .
Papua New Guinea 2,366 1996 37.5 16.1 41.3 . . . . N 1996 f 50.9 . 0.54 37.0
Solomon Islands 1,654 . . . . . . . . N . . . 0.62 .
High Income {i} 28,480 . . . . . . . . . . . 6.2 0.93
Middle Income {i} 5,800 4.9 0.76
Low Income {i} 2,110 . 0.56

a. Measures the percent of the population living below $1.08 a day and $2.15 a day at 1993 international prices. b. The Poverty Gap measures both the breadth and severity of poverty below thresholds
of $1.08 a day and $2.15 a day at 1993 international prices. c. The Gini Index measures the equality of income distribution within the population (O = perfect equality; 100 = perfect inequality).

d. Data are for the most recent year in the listed range. e. According to the UNDP, the Human Development Index measures "average achievement in three basic dimensions of human development—a
long and healthy life, knowledge, and a decent standard of living." f. Ranked by per capita consumption or expenditures. g. Ranked by per capita income. h. For OECD countries, a separate

Human Poverty Index is used (see notes). i. Regional totals for high-, middle-, and low- income countries are calculated by the original data providers.
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Income and Poverty: Technical Notes

DEFINITIONS AND METHODOLOGY

Gross Domestic Product (GDP) Per Capita is the total annual output of a
country’s economy divided by the population of the country for that year. GDP is the
final market value of all goods and services produced in a country in a given year,
equal to total consumer, investment, and government spending. Dollar figures for
GDP are converted to international dollars using purchasing power parity (PPP)
rates and are not adjusted for inflation. An international dollar buys roughly the
same amount of goods and services in each country.

PPP rates account for the local prices of goods and services, allowing GDP
estimates to be adjusted for cost of living and more accurately compared across
countries. PPP rates are estimated through extrapolation and regression analysis
using data from the International Comparison Programme (ICP). Computation of
the PPP involves deriving implicit quantities from national accounts expenditure
data and specially collected price data and then revaluing the implicit quantities
in each country at a single set of average prices. GDP data for most developing
countries are collected from national statistical organizations and central banks by
visiting and resident World Bank missions. The data for high-income economies are
from the OECD.

The Survey Year shows the years in which the surveys used to collect national poverty
data, international poverty data, and income inequality data were administered.

National Poverty Rates show the percent of a country’s population living below a
nationally established poverty line. Estimates include total poverty rates and rates
in both urban and rural areas. Values are calculated on a country-by-country basis
according to the needs of the poor in a given country. Data for the National Poverty
Rates are derived from surveys prepared for the World Bank and conducted between
1985 and 2002. Surveys asked households to report either their income, or, prefer-
ably, their consumption levels. These nationally representative household surveys
were conducted by national statistical offices, private agencies under the supervi-
sion of government, or international agencies. The level of income that is used to
determine national poverty lines varies among countries. As the cost of living is
frequently higher in urban areas, the urban poverty line is higher than the rural
poverty line in the same country.

International Poverty Rates data are based on nationally representative primary
household surveys conducted by national statistical offices, or by private agencies
under the supervision of government or international agencies and obtained from
government statistical offices and World Bank country departments. Surveys were
conducted between 1985 and 2002. PPP exchange rates, such as those from the
Penn World Tables or the World Bank, are used because they take into account local
prices and goods and services not traded internationally. In past years, the World
Bank has calculated poverty estimates using PPPs from the Penn World Tables.
Beginning in 2002 the World Bank used 1993 consumption PPP estimates produced
at the Bank.

Population Living Below $1/day is the percentage of the population of a country
living on less than $1.08 a day at 1993 international prices, equivalent to $1 in
1985 prices when adjusted for purchasing power parity. This amount is calculated
as the consumption level necessary to basic life maintenance, and income below
this level is referred to as “extreme poverty.” Population Living Below $2/day is
the percentage of the population of a country living on less than $2.15 a day at
1993 international prices, equivalent to $2 in 1985 prices when adjusted for
purchasing power parity.

Poverty Gap measures both the breadth and severity of poverty below thresholds
(poverty lines) of $1.08/day and $2.15/day at 1993 international prices (equivalent
to $1 and $2 respectively in 1985 prices, adjusted for purchasing power parity).
Measured as a percentage, the indicator shows the "poverty deficit" of the country's

population, where the poverty deficit is the per capita amount of resources that
would be needed to bring all poor people to the poverty line through perfectly
targeted cash transfers.

For example, a greater proportion of the population in Laos is living on less
than $2/day than in EI Salvador—73 percent vs. 58 percent. While Laos has a
greater breadth (incidence) of poverty, the poverty in El Salvador is more severe, so
the two countries both have poverty gaps that approach 30 percent. It would
require the same investment in both countries relative to the total population in
each to bring the entire population to the poverty line: 30% x $2/day = $0.60/day
per capita.

In technical terms, the poverty gap is defined as the mean distance from the
poverty line expressed as a percentage of the poverty line, counting the distance of
the non-poor as zero. It is calculated by dividing the average income shortfall by
the poverty line. For example, in a country with a poverty line of $1/day and three
average daily incomes—$1.60, $0.90, and $0.50—the poverty gap would be 20
percent. (Three shortfalls—$0.00, $0.10, and $0.50—are averaged to yield a
mean shortfall of $0.20, and the resulting poverty gap is $0.20/$1.00 = 20 percent)

The Gini Index measures income inequality by quantifying the deviation of income
or consumption distribution from perfect equality. A score of zero implies perfect
equality while a score of 100 implies perfect inequality. If every person in a country
earned the same income, the Gini Index would be zero; if all income was earned by
one person, the Gini Index would be 100. The Gini Index is calculated by compiling
income (or expenditure) distribution data. For developing countries, the Gini Index
is compiled from household survey data; for high-income countries the index is
calculated directly from the Luxemburg Income Study database, using an estima-
tion method consistent with that applied for developing countries. Once compiled,
income or expenditure distribution data are plotted on a Lorenz curve, which illus-
trates the cumulative percentages of total income received against the cumulative
number of recipients, starting with the poorest individual or household. The Gini
Index is calculated as the area between the Lorenz curve and a hypothetical
(45-degree) line of absolute equality, expressed as a percentage of the maximum
area under the line.

Unemployment Rate is defined as the percentage of the total labor force which is
simultaneously without work, available to work, and actively seeking work.
Definitions may vary among countries. The World Bank receives its data on national
unemployment rates from the International Labour Organization’s (ILO) Bureau of
Statistics. The ILO compiles this information from a combination of sources, includ-
ing labor force surveys, national estimates, social insurance statistics, and
employment office statistics. The information presented here is the annual average
of the monthly, quarterly, or biannual unemployment estimates.

The Human Development Index is comprised of three sub-indices that measure
health and lifespan, education and knowledge, and standard of living. It attempts
to describe achievement of development goals related to quality of life using data
that can be compared across countries and time. It is aggregated from 4 indica-
tors: life expectancy, adult literacy, the gross school enrollment index, and GDP
per capita. Life expectancyis the average number of years that a newborn baby is
expected to live using current age-specific mortality rates. Adult literacyis defined
as the percentage of the population aged 15 years and over which can both read
and write, with understanding, a short, simple statement on their everyday life. The
gross enrollment index measures school enrollment, regardless of age, as a
percentage of the official school-age population. Gross Domestic Product (GDP)
per capita measures the total annual output of a country’s economy per person.
These four indicators are classified in three separate categories—life expectancy,
education, and GDP—uwhich are indexed independently and then weighted equally
to calculate the final index. More information is available at http://hdr.undp.org.



The Human Poverty Index is a composite indicator that describes a population’s
deprivation from three development goals related to quality of life: health, literacy,
and sufficient standard of living. The index is scaled from 0-100, with 100 repre-
senting the highest possible level of poverty.

Data presented here are from two separate surveys. Non-OECD countries are
evaluated using the “HP-1" index based on four indicators: probability at birth of
not surviving to age 40 (1/3 total index value), adult illiteracy rate (1/3 total index
value), children underweight for age (1/6 total index value), and population without
access to an improved water source (1/6 total index value). OECD countries are
evaluated using the “HP-2" index with four different indicators: probability at
birth of not surviving to age 60, adults lacking functional literacy skills, population
below income poverty line, and long-term unemployment. The four OECD indicators
are weighted equally in calculating the final index. For more information, see
http://hdr.undp.org.

FREQUENCY OF UPDATE BY DATA PROVIDERS

Human Development Index and Human Poverty Index data are published
annually by the United Nations Development Programme (UNDP) in the Human
Development Report. Poverty Rates and Income Inequality data are updated
irregularly as surveys are conducted in individual countries; new survey results
are compiled and released annually in the World Bank's World Development
Indicators. GDP Per Capita and Unemployment Rates are updated annually in
World Development Indicators.

DATA RELIABILITY AND CAUTIONARY NOTES

GDP per capita (PPP): While the World Bank produces the most reliable global
GDP estimates available, many obstacles inhibit data collection and compilation of
accurate information. Informal economic activities sometimes pose a measurement
problem, especially in developing countries, where much economic activity may go
unrecorded. Obtaining a complete picture of the economy requires estimating
household outputs produced for local sale and home use, barter exchanges, and
illicit or deliberately unreported activity. Technical improvements and growth in the
services sector are both particularly difficult to measure. Purchasing power parity
(PPP) rates are based on price surveys that do not include a full selection of goods
and services, and not all countries participate in the International Comparison
Program. The World Bank is in the process of developing updated PPP estimates
from new price surveys

National Poverty Rates: National poverty lines are based on the calculation of the
minimum income necessary to purchase a fixed amount of essential food and non-
food items. Since these needs vary by nation, the poverty rates in this category are
not comparable among countries, and, unlike international poverty rates, should
not be used for comparison. However, national poverty rates can provide a more
complete sense of poverty in a nation by describing poverty levels unique to each
country and showing the differences between urban and rural areas.

International Poverty Rates: The quality of surveys underlying these estimates
varies, and even similar surveys may not be strictly comparable. For example,
surveys can be based on either household consumption or household income.
Consumption data are considered to be more accurate and accord better with the
standard of living, but when consumption data are not available, surveys based on
household income are used. Household consumption can also differ widely, for
example, based on the number of distinct categories of consumer goods they
identify. Comparisons across countries at different levels of development pose a
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potential problem because of differences in the relative importance of consumption
of nonmarket goods. The local market value of all in-kind consumption (including
consumption from own production, particularly important in underdeveloped rural
economies) should be included in the measure of total consumption expenditure.
Similarly, the imputed profit from production of nonmarket goods should be
included in income. This is not always done, though such omissions were a far
bigger problem in surveys before the 1980s. Most survey data now include valua-
tions for consumption or income from own production. Nonetheless, valuation
methods vary. For example, some surveys use the price in the nearest market, while
others use the average farm gate selling price.

Although the $1/day and $2/day poverty lines are commonly used, there exists
an ongoing debate as to how well they capture poverty across nations. Values
should be treated as rough statistical approximations of the number of people
earning or consuming at a given level rather than a certain prognosis of how many
people are poor. International poverty rates do not capture other elements of poverty,
including lack of access to health care, education, safe water, or sanitation.

Income Inequality: Values are derived in part from household surveys that
measure expenditure in different countries. Despite recent improvements in survey
methodology and consistency in the type of data collection, income distribution
indicators are still not strictly comparable across countries. Surveys can differ in
the type of information requested—for example, whether income or consumption is
used. The distribution of income is typically more unequal than the distribution of
consumption. Even where two surveys request income information, definitions of
income may vary. Consumption is usually a much better welfare indicator, particu-
larly in developing countries. The households that are surveyed can differ in size
and in the extent of income sharing among members, and individuals within a
household may differ in age and consumption needs. Differences among countries
in these respects may bias comparisons of distribution.

Unemployment Rate: Though the quality of the underlying data compiled by the ILO
varies and differences in national reporting standards do exist, the final estimates
should be considered generally accurate. The ILO has developed a rigorous account-
ing procedure, and balances government reports with employment office statistics
as well as its own surveys and the knowledge of in-country experts.

Human Development Index and Human Poverty Index: These two indices have
been constructed specifically to use data from respected sources and calculated in
a fashion as to allow for time-series analysis and cross-country comparisons.
Ultimately, there is some degree of subjectivity in the creation of any index of this
sort, but the data underlying the index can be considered reliable. For a discussion
of the collection of international statistics and their limitations, see the “Note on
Statistics in the Human Development Report” in the Technical Notes and Definitions
appendix of the Human Development Report 2004.
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