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but remains high 
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•	  Poverty increased in Africa until about 1993, and fell thereafter. However, despite progress in pov-
erty reduction, the gap between Africa and other developing countries has been widening during this 
period. The gap appears to be wider for measures of poverty severity and depth than for ‘headcount’ 
or poverty incidence. 

•	  Besides income poverty reduction, higher growth is associated with improved social outcomes, 
well-being and advancements in human development as illustrated by increased youth literacy 
rates and declining child mortality. However, the positive impact of growth on social indicators and 
poverty is not automatic, as evidenced by stagnating completion rates for primary education in 
resource-rich African countries and the slow pace of poverty reduction in many countries. 

•	  Africa’s resource-rich and resource-poor countries fared differently in reducing income poverty. 
While resource-poor countries achieved a reduction in poverty of 16 percentage points between 1995 
and 2000, resource-rich countries posted only 7 percentage points reduction. Resource-rich coun-
tries tend to spend less on healthcare and education compared to resource-poor countries. The gap 
between resource-rich and resource-poor countries has widened. Many countries still have poverty 
rates close to 50% of the population, and these countries will need the greatest level of attention 
in the coming years.

•	  Yet different data could lead to different conclusions depending on whether mean per capita income/
consumption is derived from survey data or from national accounts. With household survey data, 
poverty has declined only slowly, despite the recent high growth Africa has experienced. However, 
national accounts data suggests that poverty has declined steadily no matter the country’s initial 
conditions. Asset-based assessment of poverty on the other hand, suggests there was a more rapid 
decline in the earlier decade (1990-2000) compared to the last decade. 

 
Key messages 
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There has been increasing recognition of the importance 
of poverty reduction as a development objective in the 
economic literature and in policy circles.  Indeed, poverty 
eradication was enshrined as the first Millennium Devel-
opment Goal, and also tops the Sustainable Development 
Goals (SDG) list that guides the post-2015 development 
agenda. The developing world as a whole has experienced 
a substantial reduction in poverty since the 1980s, at an 
annual average rate of about 1 percentage point (Chen and 
Ravallion, 2008). The progress has not been uniform across 
and within regions, however. While most Asian countries 
have experienced tremendous poverty reduction, the 
progress in Africa, particularly sub-Saharan Africa (SSA), 

 
2.0 Introduction

has been slow.  Poverty incidence, spread and depth have 
remained at high levels (Chen and Ravallion, 2007, 2008; 
Thorbecke, 2013a; World Bank, 2014). 

This chapter discusses historical poverty trends, com-
paring Africa with other regions of the world. It then 
provides a detailed discussion on progress in reducing 
poverty at country and regional (within Africa) levels. 
The chapter also profiles the extent of Africa’s residual 
poverty, and the dynamics inherent in households’ tran-
sition into and out of poverty. Finally, there is discussion 
on an alternative measure of African poverty which 
challenges the traditional approaches in the literature. 
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more generally.  The gaps with South Asia (SA) and East 
Asia and the Pacific (EAP) have been widening, as they 
have with the developing world as a whole.

Furthermore, the SSA gap with the rest of the world is 
wider for the poverty gap than for the headcount ratio 
(poverty incidence), and for the squared poverty gap than 
for the poverty gap.15 Thus, it appears that relative to the 
other FGT measures, the headcount actually understates 
Africa’s gap on poverty comparatively with the rest of the 
world (see Chen and Ravallion, 2008). 

15 The use of per capita income for poverty analysis is likely to overstate poverty in 
Africa relative to other regions. Adjusting for larger household sizes and increased share 
of children (by using equivalence scales), the differential in poverty between Africa and 
other regions would narrow.

Historical trends of poverty in Africa can be analysed 
using the $1.25 per-day poverty line and the three Fos-
ter-Greer-Thorbecke (FGT) measures of poverty, these are: 
‘poverty headcount’, ‘poverty gap’, and, ‘squared poverty 
gap’.  The three measures assess poverty incidence, gap, 
and severity, respectively (see Box: 2.1 for definitions of 
these poverty measurements). 

Evidence on progress in reducing extreme poverty since 
the late 1990s is presented ($1.25 per-day poverty line), 
which seems most relevant for African countries at present. 
The results are shown for the three FGT poverty measures 
in Figures 2.1a, 2.1b and 2.1c, respectively. Figure 2.1a 
presents data on the Africa region comparatively with 
the other global regions.14 On a comparative basis, the 
African region does not seem to have done as well (even 
in the more recent period) as the developing world (DW) 

14 These regional data are considered to be more accurate than aggregating the available 
country data into regional aggregates, as various adjustments were required to render 
the estimates relatively representative (Chen and Ravallion, 2008).  

2.1 Historical trends of poverty in Africa 
benchmarked with other developing regions     

Foster-Greer-Thorbecke (1984) suggested three relevant measurements 
of poverty:

The headcount index (P0) measures the proportion of the population 
that is poor. It is popular because it is easy to understand and measure, 
but it does not indicate how poor the poor are. The poverty gap index 
(P1) (also known as poverty depth or intensity) measures the extent 
to which individuals fall below the poverty line (poverty gaps) as a 
proportion of the poverty line. The sum of these poverty gaps gives 
the minimum cost of eliminating poverty, if transfers were perfectly 
targeted. The measure does not reflect changes in inequality among 
the poor. The squared poverty gap index, also known as the poverty 
severity index (P2), averages the squares of the poverty gaps relative 
to the poverty line. It allows different weights to be put on the income 
(or expenditure) level of the poorest.

Box 2.1  FGT measures of poverty 

Source: http://siteresources.worldbank.org/
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Source: Data from World Bank, 2014 Source: Data from World Bank, 2014

The results are similar when a higher poverty line, at the 
$2.00 per day level, is used:  

a.  Poverty increased for Africa until about 1993 and 
fell thereafter, and this outcome holds for all three 
measures of poverty; 

b.  The gap with the DW has been widening during the 
period of African progress on poverty reduction; 

c.  The gap appears to be wider for the ‘poverty gap’ 
measure than for the ‘headcount’, and for the ‘squared 
poverty gap’ than for the ‘poverty gap’.  However, it 
must also be noted that the gap with the DW seems 
smaller for the higher poverty line than for the lower 
one. Indeed, until recently (since about the late 1990s), 
SA’s $2.00-level poverty rate was above that of SSA’s.

In the FGT measures of poverty presented above, the 
incidence, gap and severity of poverty are averaged over 
the population to get regional measures of the respective 
indices. For example, the poverty gap index tells us about 
the size of the normalised poverty gap multiplied by the 
poverty incidence rate. In effect, population dynamics, the 
incidence of poverty and the depth of poverty all play a 

role in the poverty gap index. These multiple varying com-
ponents of the index make policy-relevant interpretation 
difficult. For this reason, we attempt to explore a single 
part of the poverty gap index: The mean income shortfall 
that is not adjusted by the incidence ratio (normalised 
poverty gap). Arithmetically, the normalised poverty gap 
is a ratio of the poverty gap index and the poverty inci-
dence rate. This measure gives us the magnitude of mean 
income-shortfall of the poor as ratio of the poverty line16. 
Figure 2.1d plots a ratio of the poverty gap and poverty 
incidence indices to see how various regions perform. 
Given a similar poverty line across regions, variation in 
the ratio is largely dependent on the magnitude of income 
shortfalls of the poor. The ratio is thus higher for regions 
with a larger poverty gap relative to the uniform poverty 
line of $1.25 per day, than for those where the majority of 
the poor are clustered around the poverty line.  

16 Dividing the poverty gap index by the poverty incidence index gives the normalised 
poverty gap ( 

 

 ); where z and yi are the poverty line and mean income of the 
poor respectively.
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Notably, both poverty gap and incidence indices are rela-
tively higher in Africa than other regions. However, a plot 
of the ratio of poverty gap to the poverty line is relatively 
lower in Africa than in Latin America and the Caribbean. 
In more recent years (between 1996 and 2011), Africa’s 
progress in reducing the poverty gap index of the poor, 
by 5.5 percentage points compared to Latin America’s 2.4 
percentage point progress, has contributed to the widening 
gap between the two regions. This means in recent peri-
ods of Africa’s economic growth, progress in addressing 
extreme income deprivation may not be as impressive 
as the progress made by South Asia, East Asia and the 
Pacific, and Europe and Central Asia.  Nevertheless, Af-
rica’s progress may be comparable to progress made by 
Latin America, a region that has been more unequal than 
Africa in the recent years. What is hard to tell, however, is 
whether policies should focus on addressing the incidence 
of poverty (strategy that targets all the poor equally) or 
the extent of deprivation (strategy targeting the poverty 
gap). Some regions may have a higher incidence of pov-
erty, but a lower poverty gap and vice versa. Indeed, the 
main shortcoming of the simple normalised poverty gap 
presented here is that it does not take into account the 
number of poor relative to a region’s population.
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Figure 2.1d  Poverty Trends ($1.25), Africa vs. other regions: 
Ratio of poverty gap to poverty headcount

Source: Data from World Bank, 2014
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With respect to sub-regional poverty progress, North 
Africa put in the best performance on headcount poverty, 
followed by Southern Africa, West Africa, Central Africa 
and then East Africa17. On the poverty gap, the ranking 
is: Southern Africa, West Africa, North Africa, Central 
Africa, and East Africa. On the squared poverty gap, it is: 
Southern Africa, West Africa, Central Africa, East Africa, 
and North Africa.  Thus, the regional progress on poverty 
appears to depend on the FGT measure used, though 

17 Because sub-regional samples are small, we rely on the means rather than the 
medians. Note, however, that no statistical differences are implied in the present sub-
regional discussion.

Southern Africa and West Africa seem to outperform 
the rest generally.

It is at the country level that progress on poverty reduction 
is much more meaningful. Hence, we present, in Figure 
2.3a, 2.3b, and 2.3c, annualised changes in the three meas-
ures (poverty incidence, depth, and severity) of poverty 
since the late 1990s, by country18. According to these 
results, over 70 percent of African countries experienced 

18 The late 1990s were chosen as the starting point, since the present trend in per capita 
GDP growth for SSA as a whole seems to have started from then (see Fosu, 2013a, Figure 
2, p.1087).
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Figure 2.2  Annualised growth rates of three poverty measures, by sub-region 

Notes: A growth rate is computed as the logarithmic difference of the latest-year and the beginning-year values, and is annualised by dividing by the number of intervening years, x 100 percent 
Source: computed using data from World Bank, 2014. 
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2.2 Progress in poverty reduction at  
the regional and country level
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reductions in poverty over the period.  Furthermore, with 
very few exceptions, all the three FGT poverty measures 
moved in the same  direction19. On average, these measures 
- incidence, spread, and severity – declined, by annualised 
rates of 3 percent, 4 percent, and at least 4 percent, respec-
tively. Thus, the other poverty measures have fallen faster 
than the poverty incidence, suggesting that on aggregate 
analysing the incidence of poverty might not overstate 
the progress on the other measures20. Nonetheless, where 
the incidence of poverty has increased, the remaining 
two poverty measures tended to increase even faster (in 

19 The exceptions are Egypt, Mauritania, Swaziland, and Togo.  Egypt, Swaziland and 
Togo all experienced reductions in poverty incidence but increases in the poverty gap 
and squared poverty gap. In the case of Mauritania, there was a negligible increase in 
poverty incidence and slight decreases in the other two poverty measures.

20 This evidence, coupled with the above observation that the SSA-DW gap has been 
increasing faster for the other FGT poverty measures, suggests that the widening gap 
is the result of the DW reducing poverty even faster on these measures, rather than the 
result of the inability of African countries to make significant progress.

Benin, CAR, Côte d’Ivoire, Kenya, Lesotho, Madagascar, 
Mauritania, São Tomé and Príncipe, and Zambia).

In general, progress on poverty reduction over the period 
was quite consistent across all three measures. The African 
countries that made the most progress in all three measures 
of poverty reduction are Botswana, Cape Verde, Congo 
Republic, Gambia, and South Africa.  While Côte d’Ivoire, 
Kenya, Madagascar, São Tomé and Príncipe and Zambia 
performed the worst across the measures (see Figures 
2.3a, 2.3b, and 2.3c)21.

21 Note that the latest data on the Gambia and Guinea-Bissau - 2003 and 2002 
respectively, are quite old compared to more recent data from the rest of the countries 
in the sample.
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100 percent Source: computed using data from World Bank, 2014. 
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Besides income poverty reduction, higher growth and 
the associated increased income can be associated with 
improved social outcomes, well-being and advancements 
in human development, as illustrated by, for example, in-
creasing youth literacy rates and declining child mortality 
(Figures 2.4a and 2.4b). Societal well-being is also enhanced 
through greater access to electricity and - for advanced 
African economies - by reduced CO2 emissions relative 
to income (Figures 2.4c and 2.4d). However, the positive 
impact of growth on social indicators is not automatic, as 
evidenced by stagnating completion rates for primary ed-
ucation in resource-rich African countries (Figure 2.4f)22.

22 A country is defined as resource-rich if, between 1980-2010, more than 5 percent of 
its GDP on average has been derived from oil and non-oil minerals (excluding forests). The 
resource-rich countries in SSA are: Angola, Botswana, Cameroon, Chad, the Democratic 
Republic of Congo, Republic of Congo, Côte d’Ivoire, Equatorial Guinea, Gabon, Guinea, 
Liberia, Mali, Namibia, Nigeria, Sierra Leone, Sudan, and Zambia.

2.2.1 Does natural resource wealth reduce 
poverty in Africa?

As noted above, resource-rich and resource-poor SSA coun-
tries have fared differently in reducing income poverty and 
improving social outcomes. While resource-poor countries 
reduced income poverty by 16 percentage points between 
1995 and 2000, resource-rich countries posted a reduction 
of only seven percentage-points (World Bank, 2013). More 
broadly, as mentioned above, achieving greater human 
development from growth remains a key challenge for 
resource-rich African countries (Figure 2.5 above).23  

23 The multidimensional index of poverty developed by Alkire and Santos (2010) reveals 
discrepancies between monetary and multi-factor poverty. For example, in Ethiopia, ‘only’ 
about 30 percent of the population lived in extreme poverty in 2010 according to PovcalNet 
data (below), but the country is one of the poorest in Africa when the multidimensional 
approach to poverty is applied.
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Figure 2.3c  Progress in reducing poverty severity
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Figure 2.4  Non-income measures of poverty and well-being in African countries

Source: Authors’ calculations based on the World Bank WDI database, 2014. Child mortality rate is measured as under-5 deaths per 1,000 live births.  
Note: the number of African countries in some of the figures is limited due to data availability.
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Natural resources are the “major” source of assets for the 
poor. These resources are, essentially, renewable resources 
that do not require transformation before final consump-
tion. They are critical for the subsistence of the poor and 
a significant source of income and employment for many 
households. Natural resources help the poor to fight poverty 
and also protect the better-off from falling into poverty 
(OECD, 2009).

Poor people, especially those living in rural areas, are high-
ly dependent on “common property” natural resources, 
especially renewable resources that have low profitability. 
However, the impacts on the poor of high profitability 
resources, such as fossil fuels or mineral deposits, are in-
conclusive. Fossil fuels or mineral resources could be either 
a blessing or a curse for resource-rich countries, especially 
in developing regions (Van der Ploeg, 2011). 

There is empirical evidence that natural resources benefit 
poverty reduction efforts. In the literature, for instance, 
Loayza et al. (2013) found that natural resource exploita-
tion, especially mining, reduces poverty, increases average 
household income, reduces the number of households 
without basic necessities, and reduces the illiteracy rate. 
Other empirical findings supporting this view of “resource 

blessing” include Jodha (1986), Reddy and Chakravarty 
(1999), Cavendish (1999), Fisher (2004), Lopez-Feldman 
et al. (2007), Fonta (2011), Ormonde (2011) and Ncube, 
Anyanwu and Hausken (2014). In sum, there is empirical 
evidence showing that if well managed, resource rents can 
generate a development dividend and reduce poverty (Van 
der Ploeg, 2011, Ormonde, 2011).

In other cases, it has been observed that natural resources 
have limited, if any, contribution to poverty reduction. 
Anyanwu (2013), shows that a country’s dependence on 
mineral rents is robustly associated with worsened condi-
tions for the poor. In other words, a higher share of mineral 
rents in GDP leads to significantly higher levels of poverty 
in African countries. Ormonde (2011) found that in Nigeria 
and Zambia, mineral and fossil fuel resource rents tended 
to favour an elite minority, and as a result, the living condi-
tions of the poor have not improved. The negative impact 
on poverty reduction operates through mechanisms such 
as negligent human capital development, appreciation of 
the real exchange rate, deindustrialisation, and so on.

These effects are often reinforced by weak institutions, 
which tend to be less functional in fragile situations. 
There is evidence that governance indicators are mark-
edly weak in fossil fuel rich countries in Africa.  These 
include government effectiveness, voice and accountability, 
political instability and violence, lack of rule of law, reg-
ulatory quality, and control of corruption (AfDB, 2009).  

2.2.1.1 Evolution of natural resource rents  
and poverty 

How do natural resource revenues impact poverty and ine-
quality in Africa?  Figure 2.5a shows that poverty headcount 
for African natural resource-rich countries has always been 
higher compared to resource-poor countries. From the 
mid-1990s until recently, poverty headcount figures have 
declined for both groups of countries, but the rates have 
stayed higher in resource rich countries, and the gap be-
tween the two groups has even widened during that period.  
Figure 2.5b confirms that poverty rates have been higher in 
oil-rich countries than oil-poor countries. Countries rich 
in arable lands (Figure 2.5d) are also lagging behind with 
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higher poverty rates compared to those with relatively less 
arable land. On the opposite side, countries that are rich 
in agricultural land (Figure 2.5c) seem to perform much 
better with relatively lower poverty incidence over time and 
the gap with the land poor group has widened over time. 

In view of these facts, we conducted an empirical investiga-
tion to assess the association between natural resource rents 
and poverty using data from Africa and other developing 
countries. For each type of resource (oil, natural gas, mineral 
resources, forest resources, agricultural resources, etc.) we 
assessed the resource-rent impact on poverty. 

We evaluate the impact of natural resource rents on head-
count poverty, poverty depth (poverty gap) and on the 
severity of poverty (poverty gap square) respectively. The 

Figure 2.5  Trends in natural resource rents and poverty headcount data

Source: Author’s computation
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results are also heterogeneous. First, we do not find an 
association between oil rents or mineral rents and poverty 
in developing countries.  Dependence on natural gas and 
forest rents has a statistically significant impact on poverty. 
Looking at the specific case of natural gas rents, the evi-
dence suggest that a 1 percent increase in natural gas rents 
is associated with 1.8 percentage points poverty reduction 
for the whole sample.  Poverty is less sensitive to resource 
rents in Africa, with relatively lower poverty-reducing ef-
fect. In terms of poverty depth, gas rents are associated 
with a decrease in resource shortfalls among the poor. An 
interesting result is also found for forest rents. Indeed, for 
the sample of developing countries, a 1 percent increase 
in forest rents is associated with an increase in poverty 
by 4.5 percentage points. However, in Africa, the same 1 
percent increase in forest rents would increase poverty by 
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a magnitude greater than 10 percentage points. Similarly, 
mineral and oil rents are associated with increases in both 
the incidence and depth of poverty.

In chapter 1 of this report, we show the positive associa-
tion between GDP growth and natural resource rents. The 
negative relationship between resource rents and poverty 
suggests that the benefits of growth, or at least natural re-
source driven growth, have not been particularly beneficial 
to Africa’s poor. 

 
2.2.1.2 Natural resources and social outcomes 
in Africa

How have public expenditures in education and health-
care evolved in resource-rich countries compared to 

Figure 2.6  Trends in government expenditure on education, by resource wealth

Figure 2.7  Trends in government expenditures on healthcare 
per capita, by resource wealth

Source: Author’s computations
Note: NR means natural resources

Source: Author’s computations  Note: NR means natural resources
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resource-poor countries over recent decades? Figures 
2.6a to 2.6d show that resource rich countries have spent 
a relatively lower share of per capita GDP on education, 
compared to resource-poor countries. Resource-rich 
countries have, however, increased the GDP share spent 
on public education since 2000.

More specifically, the share of expenditure on primary 
education has also been lower in resource-rich coun-
tries, and the gap has reduced during the last decade. 

Regarding public spending on secondary school education, 
resource-rich countries have been doing much better since 
2006-2007, but the contribution has declined during recent 
years. The share of public spending on tertiary education 
in resource-rich countries has declined since 2000, while 
efforts have been made in resource-poor countries to 
increase this share over the last few years. 

Resource-rich countries spend less on healthcare per cap-
ita (i.e. in absolute terms) compared with resource-poor 
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witnessed a decrease in all mortality rates (maternal as well 
as infant mortality). But, in Algeria, maternal mortality has 
increased steadily as the share of oil rents increased. Congo 
Rep. did not register a significant change in any of these 
health indicators. 

For mineral-rich countries, such as DRC, Mali or Bot-
swana, Figure 2.8 shows that an increase in mineral rents 
is accompanied by increasing female and male mortality 
rates. In Zambia, however, a decline in male and female 
mortality rates occurred from 2000 to 2006/2007, with 
female mortality worsening in subsequent years.  24

24 The trends in mortality in Zambia and Botswana may have been heavily affected by 
the AIDS pandemic and its impact in the late 90s and early 2000s.

countries. Figure 2.7 shows that healthcare expenditure 
per capita in resource-rich countries has been lower than 
in resource-poor countries since 2000.  The expenditure 
per capita in resource-rich countries started to decline after 
2010. The gap between resource-rich and resource-poor 
countries has therefore widened since 2010, with re-
source-poor countries exponentially increasing their ex-
penditure as opposed to resource-rich countries. Natural 
resource rents do not seem to contribute, therefore, to 
improving investment in healthcare. 

At the country level, Botswana has kept increasing public 
expenditures on education as well as healthcare as the 
share of mineral rents increases. On the contrary, educa-
tion spending as a share of GDP stalled, despite increasing 
resource rents, for DRC and Zambia since the 1990s. In 
the same vein, oil-rich countries such as Nigeria, have 

Figure 2.8  Trends in mineral rents and mortality24

Source: Author’s computation
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2.3 Current poverty priorities

Given the progress so far (discussed above), what are the 
residual levels of poverty that require policy attention?  
Figure 2.9 provides data on poverty levels by country using 
the latest year for which data are available. Higher bars 
denote larger residual poverty levels and imply the need 
for greater policy attention.  These data suggest that the 
countries requiring the greatest level of attention for pov-
erty-reduction purposes on all the three FGT measures 
are: Madagascar, Zambia, Burundi, Malawi and CAR. In 
contrast, countries requiring the least relative attention on 
all the three measures are: Botswana, Cape Verde, Egypt, 
Morocco, Namibia, South Africa, and Tunisia. Indeed, there 
appears to be a negative correlation between progress on 
poverty so far and the residual level of poverty, which should 
be expected if countries started from proportionately similar 

levels of initial poverty. Indeed, the computed correlation 
coefficients are 0.65 (5.22), 0.51 (3.65), and 0.43 (2.88), for 
the poverty headcount, poverty gap, and squared poverty 
gap, respectively25.

In terms of sub-regional differences, the highest residual 
poverty is recorded by East Africa and Central Africa 
(virtually equally), followed by Southern Africa, West 
Africa and then North Africa, which is substantially lower 
than the rest. The same result holds for the poverty gap 
and squared poverty gap (severity of poverty).

25 The values in parentheses are t ratios, thus all the correlation coefficients are 
statistically significant .
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Figure 2.9  Current state of poverty incidence, gap and severity, by country

Notes: A growth rate is computed as the logarithmic difference of the latest-year and the beginning-year values, and is annualised by dividing by the number of intervening years, x 100 percent 
(Source: Computed using data from World Bank, 2014).
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2.4 Household vulnerability to poverty:  
A closer look

At any given time, people may be poor either because they 
have always been poor, or because they have suffered a 
negative shock that has temporally pushed them below 
the poverty line. The definition of vulnerability to pov-
erty has been discussed broadly in the literature. Some 
authors define it as the probability of a household (poor 
or non-poor) staying or falling under the poverty line in 
the future, conditional on the household’s initial income 
or consumption (Dercon et al, 2000; Bourguignon et al, 
2004). From this definition, a household’s poverty status is 
classified into either temporary poverty or chronic poverty. 
On the other hand, Kamanou and Morduch (2002) define 
vulnerability as variability of income or consumption. For 
these authors, households, or a group of households, can 
be seen as vulnerable to poverty if the standard deviation 
of past income or consumption is high. 

Here we assess poverty dynamics using datasets from 
four different countries in Africa: Ethiopia, Sierra Leone, 
Ghana and Rwanda. Only Ethiopia has panel data avail-
able. For the remaining three countries, we generated 
pseudo-panel datasets using independent cross-section 
datasets to assess changes in poverty status26. Our analysis 
has been restricted to households where the head of the 
household is aged between 25-55. In addition, two meas-
ures of poverty mobility are used: (i) poverty mobility as 
the conditional probability of escaping poverty or falling 
into poverty, and (ii) the absolute poverty mobility, which 
is the percentage of households which falls out of, or into, 
poverty between the two rounds of surveys. Results show 
that the key factors that influence households’ transition 
into or out of poverty include education and demography.

26 The problem with this method is that it is likely to underestimate poverty transition 
since much of the variation is lost due to averaging.

2.4.1 Urbanisation matters in poverty dynamics

Does urbanisation matter in poverty dynamics? As shown 
in Table 2.1, for all three countries (data from Ethiopia 
are only for rural households), poverty is low in urban 
areas compared with rural areas. In Sierra Leone, pov-
erty headcount declined from 44% in 2003 to 27% in 
2011 in urban areas; in rural areas, it decreased from 
64% to only 62%. In Ghana, in urban areas, poverty in-
cidence has significantly declined from 24% in 1999 to 
only 8% in 2005; while in rural areas, it has increased 
from 36% to 39% during the same period. In Rwanda, 
from 2000 to 2010, urban poverty declined from 50% to 
20% while rural poverty slightly declined from 53% to 
48% during the same period.  Thus, for all three coun-
tries, more people escape poverty in urban areas than in 
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Residence Headcount* 
year 2

Headcount* 
year 1

Into
 Poverty

Out 
of Poverty

NP==>P P==>NP

Sierra Leone  
(2003 2011)

Urban 27% 44% 12% 28% 21% 64%

Rural 62% 64% 20% 23% 57% 35%

Ghana  
(1999-2005)

Urban 8% 24% 5% 21% 7% 86%

Rural 39% 36% 22% 18% 34% 52%

Rwanda  
(2000 2010)

Urban 20% 50% 8% 37% 16% 75%

Rural 48% 53% 23% 28% 49% 52%

Country Round 1 Round 2 Non-Poor @ Poor Poor @ Non-Poor
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Rwanda 2000 2010 57% 47% 19% 2% 42% 52% 81% 98%

Ethiopia 1999 2004 40% 32% 52% 65%

Ghana 1999 2005 37% 15% 5% 1% 52% 81% 93% 98%

Sierra Leone 2003 2011 51% 42% 26% 18% 38% 51% 63% 70%

Table 2.1  Poverty transition in urban and rural areas

Table 2.2  Poverty transition by education level of the head of the household

Source: Author’s computation using household consumption/income survey.  
Note: Poverty headcount is the percentage of the population living below the poverty line. NP for Non-Poor and P for Poor. 

Source: Author’s computation using household consumption/income survey data

secondary and tertiary levels of education respectively, 
fell into poverty.  37% of households with no education 
fell into poverty.  On the other hand, poor households 
who increased their level of education also increase their 
chance to escape poverty. In Rwanda for example, 81% 
and 98% of poor households, with secondary and tertiary 
levels of education respectively, were able to move out of 
poverty between 2000 and 2010. In sum, greater education 
for the head of the household provides greater chance to 
escape from poverty.  For non-poor households, more 
education means less chance to fall into poverty. There-
fore, education is an important factor in both reducing 
poverty and in preventing households from falling into 
poverty in the first place. 

rural areas. In addition, results show that less people fall 
into poverty when they live in urban areas than do when 
they live in rural areas – this is true for the sub-group 
of people considered in each survey (25-55 years old). 
Therefore, urbanisation does matter for poverty reduction.   

2.4.2 Education matters in poverty 
dynamics

Table 2.2 shows that households headed by people with 
no education are more likely to transit from non-poor 
to poverty status. But when the head of the household 
receives some education (primary, secondary, or tertiary) 
his/her risk of becoming poor diminishes as his/her level 
of education and educational attainment increases. For 
instance, in Ghana, only 5% and 1% of households, with 
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Country Round 1 Round 2 Non-Poor @ Poor Poor @ Non-Poor

Dependency ratios           Low      High           Low      High

Rwanda 2000 2010         25%       43% 60% 41%

Ethiopia 1999 2004        34%       44% 56% 53%

Ghana 1999 2005        13%        25% 79% 65%

Table 2.3  Poverty mobility by dependency ratio

Note: Low dependency if ratio<=1 and high dependency if ratio >1.  NP is Non-poor and P is Poor. 
Source: Author’s computation using household consumption/income survey. 

2.4.3 Household dependency ratios matter 
for poverty dynamics

The household dependency ratio is defined as the ratio of 
the number of dependents (people aged under 15 and over 
65) to the number of independent people in the household 
(people aged between 15 and 65). From Table 2.3, we can 
see that households with a small dependency ratio (be-
tween 0-1), have a lower risk of falling into poverty and 
are also more likely to escape from poverty. For instance, 

in Rwanda, between 2000 and 2010, 25% of households 
with a small dependency ratio fell into poverty while this 
rate is 43% for households with a high dependency ratio 
(above 1). In Ghana, households with high dependency 
ratios are twice as likely to fall into poverty as house-
holds with a small dependency ratio.  Further, 79% of 
low dependency households have more chance to move 
out of poverty compared to 65% of households with high 
dependency ratios.
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household survey data to compute poverty statistics. 
This method of estimating the incidence of poverty often 
relies, by necessity, on assumptions, interpolations and 
extrapolations as most African countries only run income 
and expenditure surveys periodically. To enable compa-
rability of poverty statistics, data on different countries 
are required, over the same time period. In the absence of 
full survey data, GDP series from national accounts are 
used to complement existing survey data by interpolating 
and extrapolating the missing data points. In addition, 
a poverty line expressed in constant US dollars requires 
two types of transformation to account for purchasing 
power parity differences and the appropriate US price 
deflator, respectively. 

Based on statistics using the survey-based method, pro-
jections suggest that Africa is not going to meet the MDG 
target of halving its 1990 poverty level by end 2015. 
Evidence shows that SSA has only been able to reduce 
the share of the population living in extreme poverty 
from 56% in 1990 to 48% in 2010 (UNDP, 2014). In 
contrast, the developing world as a whole, was able to 
lower this proportion from 36% in 1990 to 22% in 2010. 
The accuracy of these projections and their underlying 
base scenarios as true reflections of the level and rate of 
change of African poverty is the subject of conceptual 
and methodological debate. One of the key contentions 
is whether survey-based data or national accounts would 
be the better measure of poverty in the developing world.

An alternative approach is to use national surveys and pov-
erty lines based on food-energy intake (the cost of a typical 
diet providing the recommended calories) plus some al-
lowance for non-food basic needs. If at least two national-
ly representative and comparable surveys are available for 
a given country, then this methodology has the advantage 

The assessment of the poverty-reducing effect of growth 
and the extent to which this link is weakened by inequality 
depends critically on how both growth and poverty are 
measured. Ideally, one must first and foremost, get the 
statistics right before making such assessments. In this 
section, we offer alternative views on the extent of growth 
and poverty across Africa based on different sources of 
data and methods currently employed by researchers. 

 
2.5.1 African poverty, based on household 
survey data

In recent years, controversy has intensified over the 
methods of computing and analysing global poverty 
and over the exact interpretation of statistics derived 
from various computational methods. The increased 
attention to this challenge came when the MDGs were 
being developed: A set of development targets whose very 
first goal was to lift half the world’s poor out of poverty 
by 2015 (Anand, Segal and Stiglitz, 2009). Pursuing this 
goal requires consistent and comparable (if not accurate) 
data on both the level and rate of change of poverty. 
Measuring poverty in Africa is particularly hampered 
by limited data, poor comparability of data across coun-
tries and over time and its inherent low quality. Data 
on poverty and its rate of change is often obtained from 
surveys, and from GDP statistics in national accounts. 
Survey-based data normally constitute nationally repre-
sentative income or expenditure information gathered 
from the household level. These surveys are conducted 
by national statistical offices or by private agencies under 
the supervision of government or international agencies 
(World Bank, 2014).

The mainstream analysis of poverty and growth uses 
data sourced from the World Bank, which in turn uses 

2.5 Whose number counts?  
Alternative views on African poverty
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that it is directly anchored on survey information and 
does not require the above mentioned transformations. 

2.5.2 African poverty, based on GDP from 
national accounts data

A contrasting approach to that of the survey-based ap-
proach is the one proposed by Pinkovskiy and Sala-i-Mar-
tin (2014b). According to these authors, the sustained 
African growth of the last 15 years has engendered a 
steady decline in poverty that puts Africa on track to 
meet the first MDG by 2018. This optimistic view of Af-
rican poverty is based on a measure that uses national 
accounts derived GDP per capita, instead of household 
surveys. On this basis, Pinkovskiy et al. (2014b) find that 
African poverty is falling rapidly. During the last decade, 
mean consumption has increased and overall inequality 
has declined. The study relies on two strong assump-
tions: It attributes the entire difference between GDP and 
household consumption to the current consumption of 
households, and assumes that its distribution is the same 
as in the surveys. These assumptions are very unlikely to 
hold, and they potentially give an overly optimistic picture 
(Ravallion, 2014). 

Figure 2.10 presents Pinkovskiy et al.’s (2014) main result. 
Using the $1-a-day definition of poverty adopted by the 
MDGs, African poverty (for countries with two or more 

household surveys) declined strikingly, from around 34% 
in 1990 to under 21% in 2011. African poverty seems to 
co-move with GDP almost perfectly. 

Additionally, as seen in Figure 2.11, the findings note that 
poverty reduction in Africa has been extremely general. 
It has not been driven by any single country, nor has it 
been driven exclusively by countries that have relatively 
favourable geography or history. 

In summary, the view from these authors, based largely 
on GDP per capita derived from national accounts, is 
in stark contrast to views based on survey data. They 
find that African poverty has fallen substantially since 
its peak in 1992: From 36.5% to 21%. Since 1995, Africa 
has embarked on a sustained reduction of its poverty 
rate, in excess of that estimated by the World Bank. It 
is believed that if the trend of the late 1990s and 2000s 
continued into the 2010s, Africa will achieve the goal of 
halving its 1990 poverty rate this year, or within a few 
years, very close to schedule for the MDGs. At the heart 
of the matter is that survey means are lower than mean 
consumption in national accounts, sometimes by up to 
30-50%. Ultimately, the methodological debate lies on 
whether the national accounts data can provide a more 
accurate measure of mean household welfare than sur-
vey data; and on whether the assumptions made about 

Figure 2.10  $1/day poverty and growth in SSA (countries with 
two or more surveys), 1990-2011

Figure 2.11  Falling poverty (all Africa): Imputation

Source: Pinkovskiy and Sala-i-Martin (2014) Source: Pinkovskiy and Sala-i-Martin (2014)
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past trends of poverty (income and consumption mean) 
are realistic. The discrepancy may be that consumption 
measured by household surveys, which is used to measure 
poverty, grows less rapidly than consumption measured 
by national accounts. One explanation for this could be 
that growth in the national accounts contains large and 
rapidly growing items that are not consumed by the poor 
and therefore not included in surveys (Deaton, 2005).  

2.5.3 Assessing African poverty using 
asset-based measures

While the pattern of extreme poverty in Africa over the 
last three decades indicates steady progress, the evidence 
also suggests that close to 350 - 400 million people still 
live below US1.25 dollars a day. This is a staggering statis-
tics for a continent which continues to experience rapid 
population growth and rising expectations from its youth. 
Other measures of standards of living provide some com-
fort – such as ownership of key household assets, where 
Africa has made significant progress. 

Demographic and Health Surveys (DHS) are commonly 
used data sources for ownership of household assets, 
offering consistent and comparable data for many Afri-
can countries.  They provide an opportunity to evaluate 
poverty across many countries using asset rather than 
consumption measures. For example, Young (2012) used 
DHS data to generate a new estimate of per capita con-
sumption growth: He found that, on average, per capita 
consumption grew at around 3.5% to 3.7% per annum, 
which is up from the often quoted 2.5% based on national 

accounts data. During the same period, Ncube and Shime-
les (2015) noted that the size of the African middle class 
has increased in 21 out of 25 countries, based on multiple 
DHS surveys.

Shimeles (2014) uses a multidimensional measure of as-
set-based poverty characterising households on the basis 
of their access to nine household amenities and utilities. 
These include: type of housing (corrugated roof-top and 
floor); clean water; electricity and toilet; and, ownership 
of household durables such as radio and television. The 
poverty threshold is based on having none of these assets. 
Households with any one of these amenities are classified 
non-asset poor. Shimeles presented poverty estimates for 
African countries in blocks of four distinct periods (1990-
1994; 1995-1999; 2000-2004; and 2005-2011) (see Table 
2.4). Using this asset poverty measure, the trend in poverty 
reduction corroborates both national accounts and survey 
based estimates of poverty, depending on the specific 
reference period. Poverty and its rate of change in Africa 
have not been constant over the past two decades. Asset 
poverty trends over the whole period (pre-1995 to 2005-
2011) give close results to Pinkovskiy and Sala-i-Martin’s 
(2014a, 2014b) estimates. A significant drop in poverty 
is experienced mostly between 1990 and 1995 and the 
pace of poverty reduction stalled, or continued to decline 
but very slowly, after 1995 still echoing the pattern in the 
survey-based estimates of poverty. 

The long-term relationship between asset poverty and 
per capita GDP is close to what one would find from the 
World Bank data (elasticity of -0.92). Figure 2.12 provides 

Period Number of 
countries 

Population 
coverage  

(%)

Asset poverty 
(%)

(Median,  
un-weighted)

Asset poverty 
(%)

(Median, 
weighted)

Asset poverty 
(%)

(mean,  
un-weighted)

Asset poverty 
(%)  

(Mean, 
weighted)

1990-1994 16 42.5 36.5 41.3 38.7 (15.7) 40.6(14.0)

1995-1999 22 47.9 27.1 24.4 27.7(17.9) 21.0(18.2)

2000-2004 18 56.4 26.1 19.1 28.4(20.4) 25.8(27.2)

2004-2011 24 63.5 25.8 26.3 26.1(15.4) 27.8(20.4)

Table 2.4  Multidimensional asset poverty for selected African countries

Source: Shimeles (2014) based on 82 country-year matched demographic and health survey waves.
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a simple correlation between asset poverty and the log of 
per capita GDP from Penn World Tables. The elasticity 
implied by this is approximately -0.94, meaning a unit 
increase in GDP per capita is associated with a decline 
in asset poverty of about 1%. This result also resonates 
with other measures of the growth elasticity of poverty in 
Africa (UNECA, 1999; Dollar and Kraay, 2002). The cor-
responding elasticity implied by the poverty trend found 
by Pinkovskiy and Sala-i-Martin (2014a; 2014b) is about 
-1.3. This is higher than most estimates. The Shimeles 
(2014) asset based measure of poverty crosses between 
the two and tends to indicate that recent stalling of asset 
poverty decline may have to do with rising inequality and 
lower investment in basic social services. 

Finally, evidence from the asset measure of poverty does 
not speak to whether survey or GDP data is a better basis 
for estimating poverty.  Rather, it provides a perspective 
on the heterogeneous nature of change in poverty over 
time and how the use of more readily available house-
hold information (non-monetary) can enhance the way 
we capture the level and rate of change in households’ 
welfare. In terms of policy implications, although in-
come policies are necessary to maintain minimum stand-
ards of living, they are considered to be an alleviative 
measure of poverty, whereas asset-based welfare is con-
sidered to be a preventive measure of poverty. Paxton 
(2002) noted that asset-based approaches could allow 
people to escape poverty or prevent it before it happens.  



Chapter 2  Poverty has declined in Africa, but remains high 52

2.5.4 Consensus: Poverty has declined,  
but data needs to be improved

Compared to its past performance in poverty reduction, 
Africa has progressed in lowering poverty rates more 
recently. However, the debate on the extent of the decline 
remains inconclusive. Different approaches to comput-
ing poverty and its rate of decline have led to two main 
deductions: (i) the approach based on household survey 
data concluded that Africa’s poverty has slowly declined 
over the past decade; (ii) while the approach based on 
national accounts data (GDP) concluded that poverty has 
dramatically declined over the same period. An alterna-
tive perspective using asset-based poverty measurement 
suggests a rate of decline that is slightly higher than the 
survey-based, but much less than the GDP-based figures. 

Although different approaches arrive at differing conclu-
sions on the rate at which poverty has fallen in Africa, they 
agree that poverty has declined on the continent. Relative 
to periods prior to 2000, the majority of African countries 
enjoyed larger scale poverty reduction with substantial 
improvements in non-income measures of poverty such 
as assets, education, health and other living conditions. 
Notwithstanding these gains, addressing extreme poverty 
remains a key challenge for Africa’s development.

Figure 2.12  Multidimensional asset-based poverty and per 
capita GDP for selected countries in Africa

Source: Shimeles (2014)
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When this progress is contrasted with what has been 
achieved in other developing regions, Africa’s progress 
is relatively meagre. Evaluating the continent’s progress 
relative to residual levels of poverty corroborates the view 
that fighting poverty will continue to be Africa’s main 
development objective in the years ahead.

From the above discussion, it appears that data on pov-
erty, especially from African countries, is extremely lim-
ited. Measures of the state of poverty in Africa and the 
associated progress in reducing it are primarily based 
on extrapolated data. The statistics reported here, and 
in other scholarly publications, are effectively based on 
intelligent guesswork using the limited available data. 
Although these estimates provide us a rough idea on the 
direction of progress, none of us really knows exactly who 
suffers from poverty, where they are or indeed, how many 
Africans are poor. 

We end this chapter with discussion of alternative meas-
ures of African poverty that are not fully in agreement 
with the main methods used in this report, nor in many 
scholarly publications. On that note, we caution that Af-
rica’s poverty statistics are informative on the direction of 
progress but not on the exact number of the poor and the 
rate at which their number has declined. Addressing this 
problem is itself a major development challenge for the 
continent. Determining Africa’s progress in poverty re-
duction does not only require having poverty statistics for 
two distinct periods, but also a correct measure of poverty 
in both periods. Relying on weak data has implications 
for effective planning and allocation of national resourc-
es. Therefore, Africa and the international development 
community should invest in statistical capacity building. 
Indeed, a better understanding of the poor, where they live 
and their exact numbers will be a significant step towards 
addressing poverty on the continent. 
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