Living Income CoP

The PPl and measuring income

Julie Peachey |p

PPI Director, Innovations for Poverty Action '?

POVERTY ACTION

GPOVER l't

May 24, 2017




The PPI® - A Simple Poverty Measurement Tool
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p Overty I I n eS t 0-4 100.0 100.0 100.0 100.0

5-9 100.0 100.0 100.0 100.0
TmsPPIwasc 10-14 890 100.0 100.0 100.0
Public good, available for free download
y 20-24 78.0 96.3 974 983
25-29 706 945 974 98.0
at www.progressoutofpoverty.org P
- - 35-39 472 84.4 25 94.1
40-44 312 71.8 85.4 88.9
45-49 28.5 66.1 81.8 84.1
5054 18.8 54.0 69.7 722
55-59 1.9 45.5 63.1 65.3
60— 64 58 33.7 50.2 53.8
65-69 T 289 4.7 46.8
70-74 31 212 344 372
75-79 29 201 330 357
80 -84 13 6.3 114 134
85-89 12 6.3 114 134
BELOW POVERTY LINE 90-94 00 63 76 76
95 - 100 0.0 0.0 0.0 0.0
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http://www.progressoutofpoverty.org/

The PPI's Global Reach Covers 90% of the World’s Poor

The PPl is available for 60 countries, covering >90% of the world's population living
below $1.90/day (2011 PPP).

" .
‘}Emaml Date Line

Www.progressoutofpoverty.org/ppi-country
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The PPI has Become a Global Standard for Development
More than 500 organizations working at the BoP use the PPI for measuring poverty
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Building the PPI Scorecard

National Household

Expenditure And
Income Survey

Obtained from NSO, World Bank, other sources

Draft PPI
Indicators

Review and Field
Test Indicators

“ Finalize Scorecar

and Materials

Publish and

Launch
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The PPl Scorecard - Uganda

Indicators Responses Score

1. How many members does the household have? A. Nine or more 0

B. Eight 3

C. Seven 4

D. Five or Six 6

E. Four 8

F. Three 12

G. Two 21

H. One 28

2. Are all household members ages 6 to 12 A. No 0

currently in school? B. Yes )

C. No one ages 6 to 12 5

3. Can the (oldest) female head/spouse read and A. No 0

write with understanding in any language? B. No female head/spouse 0

C. Yes 3

4. What type of material is mainly A. Unburnt bricks with mud, mud and poles, or other 0

used for construction of the wall of B Unburnt bricks with cement, wood, tin/iron sheets, 4
the dwelling? concrete/stones, burnt stabilized bricks, or cement blocks

5. What type of material is mainly used for A. Thatch, or tins 0

construction of the roof of the dwelling? B. Iron sheets, concrete, tiles, asbestos, or other 5

Source: Uganda PPI (2012)
May 25, 2017 Progress out of Poverty Index® 6



The PPl Scorecard — Uganda (cont)

6. What source of energy does the A. Firewood, cow dung, or grass (reeds) 0

household mainly use for cooking? B. Charcoal, paraffin stove, gas, biogas, electricity 6
(regardless of source), or other

7. What type of toilet facility does  A. No facility/bush/polythene bags/bucket/etc., or other 0

the household mainly use? B. Uncovered pit latrine (with or without slab), Ecosan (compost 4
toilet), or covered pit latrine without slab

C. Covered pit latrine with slab 6

D. VIP latrine, or flush toilet 11

8. How many mobile phones do members of your A. None 0

household own? B. One 7

C. Two 12

D. Three or more 22

9. Does any member of your household own a A. No 0

radio? B. Yes 7

10. Does every member of the household haveat A. No 0

least one pair of shoes? B Yes 9

Source: Uganda PPI (2012)
May 25, 2017 Progress out of Poverty Index® 7



Computing A Household’s PPl Score

Inafkestors. FRECponcEc Bnons
1. How many mambars ooss the househoid nave? A Flve of more: [
B o E. Four - 3
—_ - C. Thes - E—
0. Two 20
E One 23
% In the nas calendar week,_dd e mae A Mo — o
eSS E WOTK 10 31 JEast one hour? B. No malke head'spouse R —
C. YB6 1]
<35l 15 e MOther Ionque of the femaie A SOMetning oifer than Spanisn R —
head suse? E. Spanish g
. Mo femaie headspuse 10
3. oW mary roomes does he Nousenok 0eoupy, A ONe O Two — T
= iCk COUMING Eathrooms, Kichens, lznurmrl:-u-nnsh E Three E——
{Eranes, SIMaE OO, T TIOMS usedHfor — —
bLEIness? . Faur 5
D Five: or mone: 7
E_VWnal |5 the aln Conemcton Maenal of e A DT, or el T
Jioore-of the-residenceT E. Ericks, or cemant [ — -
. Wond planks, harmwood S00rs of parus, 11
i [mos3lc, Sone, oF Ceramic], OF ng or
CamEL
E. VWiat bype of toilel aangement do the memibers A More/usheld T
= BF the-househoid IRIEIT TIEET B. Opan-{it lawine {no soild foor, @nne Wil 5 ——=

T GOIRITRRN, GOITERESEr tolket, ush illet or
fush lairine, or piher

7. Whnal Is the maln Tuel or energy soumce usedfor A Firewnod, dungimanure, Eouls, KEfosene, 0
cookng? —orainer__ —

e - E. LPG from a cylinder =

c. Pmdhm-ns.eﬂmm uduEEnct 12
ok

=B Does e household own, peesess, (rhave e A MD - =
Lsse of 3 reSrigerabar oF Teezer” C. YB6 7
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e of 3 mofoicycie [TofiE personal s oran D Tes — 5

autnmobile (for its personal usa)?

A household’s PPI score is obtained by adding the points
for individual response options. It is 39 in this case.
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Understanding A Household’s PPI| Score

May 25, 2017

Max Score = 100

The higher the score, the
lower the likelihood that a
household is below a poverty
line

The lower the score, the
higher the likelihood a
household is below a poverty
line

Min Score =0

Progress out of Poverty Index®



Estimating A Household’s Poverty Likelihood

PPl Score | $1-20/day  $200iday  $2.50/day $5.00/day $8.44iday
2005 PPP___ 2005PPP___ 2005 FPP 2005 PPP 2005 PPP

0-4 100.0 100.0 100.0 100.0 100.0

5.9 75.8 06.5 7.6 100.0 100.0

10-14 67.3 77.3 53.0 100.0 100.0

15-19 50.8 B4.1 76.6 1.1 100.0

20-24 36.4 53.9 B3.3 540 04 4

25 _ 29 240 35.4 56.4 B4.5 04 4

30 -34 13.6 228 L 815 04 4
.1 7.3 16.2 (35_? ) 7.3 B0.5 E—

A0 - 44 48 a1 G2/ Brn 83.0

45 - 49 37 11.5 15.0 474 78.3

50 - 54 210 47 8.5 400 727

55 - 59 2.0 43 6.7 353 9.3

60 - 64 15 28 4.4 237 55.4

65 - 69 14 22 3.4 15.8 44.4

70-74 14 22 34 123 6.3

75 -T79 14 20 28 T2 Z30

80 - 84 0.6 0.6 0.6 2.1 16.4

85 - 89 0.0 0.0 0.0 1.7 10.7

90 - 94 0.0 0.0 0.0 0.0 3.0

95 - 100 0.0 0.0 0o 0.0 0.0

The PPI look-up table converts the PPI score to a likelihood that the respondent’s
household is living below various poverty lines. Here, the household that scored
39 has a 25.7% probability that its consumption is below the $2.50/day 2005 PPP
line.

May 25, 2017 Progress out of Poverty Index® 10



The PPI is Not Just a Scorecard

PPI® for Tanzania 2011

Impodtant: A PP score must be converted into 3 poverty Ikeliood using the PP1 Losk-up Table

PPl Score | $1-200d3y 00iday 50iday 00/day  Adiday
2005 PPP___2005FFP___ 2005FFP____ 2005 PFF 2005 FPP
1. How many housencl s A Soc o more 0-4 100.0 e i LT s Griana 2012 PR temreEon of nmcos
Moo i : 5-9 758 088 7.8 100.0 100.0
0.Thves " 5 673 773 839 100.0 1000
10-14
£ Two .
: e me e me  en s Ghana 2012 PPI
G MNooe 28 i i
e S b e e T o o 364 529 63.3 249 044
TR A : Al Interpretation of Indicators
C_No membars ages 810 18 5 25-29 240 84 a4 5 044
Iy IMMIUMIS iioncor e 9 30-34 138 28 385 815 844 mmmmmm administering the Ghana PP and highikghts the most important
L& e, et e 3519 73 182 o s73 505 s fom e maruss rom Grare Staichea Sence (2012) Teniwer's Wt
comentbnks, ortmber 3 Grana mgmamys [the: Manus] and Ghana Statistieal Senvice (2012) Housahol
TR A GO A B A O, md o T o 20-1 48 14.1 188 57.0 830 Quectomae, Pars A 2nd B: e Ling Standere Siney 7 e Questonnare) a-;genms ae
o0 of the main bukdng B von shasts, tes. cncrate, or asbestos s CONCLIEE0 I G In Janary 30
TR R g 45-49 a7 s 159 474 783 oy ot
ot N 50-54 20 47 85 400 727 . . .
(§ 5 55-59 20 43 67 353 803 General advice for conducting the interview
e T - 60-64 i =2 o = o 1 S e 1 o 2T e, SO U052 10 i e g
Cassartorapa recersars, o systeme? ‘ 85-69 14 22 24 1538 444 @ ENUMEratDY, 35 R SpparEnty Was e pr. 12013 atis,
T ows your Sy BemsT 0 e - - e ] e mmngwﬁmmmmﬁnmammﬁmmmﬂm;m
‘ - i - Guidelines) agents. Anyifing not sxpicily aidressed I {rese “Gudeines”
T Do o PR T STy T o 7578 14 20 28 72 230 be ieft in e unakded judgment enumerator.
TO W The househald ulivated 3y Srops B R BS(T2 A o 6rop%, andno e T 80-84 08 08 08 21 164 FHl out first, folowing the direcions on the “Back-
ortha does & carently own any b, cows. o NomEneer. 1 parto, scorecand indioators drecty
Pt e v e, ) s 85-89 e oo oo T or Fibrmaton m&mmﬁaﬁﬁfﬁ%mmp&umw\éeumngm
i 90-34 00 0o 00 00 ap Indicators.
35100 00 00 00 00 0o

10-question PPI scorecard Look-Up Table Interview Guidance

How many months of Is <name> a If <name> is a household member 5-
First Name Age the past 12 has household member? and 17 Id, is he/she curr
<name> been away? rules’ in school?
1. Yes Not 5-17 or not member No  Yes
2 Ves | Nots-17ornotmember No Yes Figure 2 (Myanmar): Poverty lines, and poverty rates at
3 No Yes | Noto-irornotmember No Yes the household-level and person-level by urban, rural,
4 No Yes Not 5-17 or not member No  Yes d ll
5 No Yes Not 5-17 or not member No  Yes an a
6. No Yes | Not5-i7ornotmember No Yes Poverty lines and poverty rates (%)
National USAID Intl. 2005 PPP
7 No Yes Not 5-17 or not member No  Yes —
N " Mot 17 orrot member N Region  Line/rate Food 100% 150% 200% ‘extreme'  $1.25 $2.50
¢ ° es |Motorfrofnotmember Mo  Yes Rural  Line 718 082 Tar3 1064 ETE) 753 1506
9 No Yes | Not5-17ornotmember No Yes Rate (households) 4.2 24.7 744 1.3 119 28.7 91.9
10 No Yes Not 517 ornot member No  Yes Rate (people) 5.6 20.2 8.7 95.9 146 359 95.3
n No Yes |Not5-17ornotmember No Yes Urban Line 798 1.091 1,636 2,182 912 837 1,674
12 No Yes | Not5—17ornotmember No  Yes Rate (households) 1.9 12.0 49.7 76.2 6.1 141 722
13 No Yes | Not5-17ornotmember No Yes Rate (people) 2.6 157 57.2 3L1 78 204 79.8
14 No Yes Not 5-17 or not member No  Yes All Line 739 1,010 1,515 2,021 861 75 1,550
E Membere: prv Rate (houscholds) 3.6 213 67.8 80.4 103 24.8 86.6
Rate (people) 1.8 25.7 3.1 92.0 129 319 91.3

Source: 2009/10 Integrated Household Living Conditions Assessment.

Back-Page Worksheet Design Documentation

Documents published on PPI country page - http://progressoutofpoverty.org/country

May 25, 2017 Progress out of Poverty Index® 11


http://progressoutofpoverty.org/country/el-salvador

PPl and Income

» The PPl does NOT measure income levels

» The PPI was created because household income itself is so
hard to capture accurately

» Consumption is generally considered to be a better measure of
poverty or welfare than income

» The PPI provides an easy way to obtain a consumption-based
poverty estimate

» The PPI estimates consumption compared to a poverty line

» If household consumption is low (e.g. below or close to the
$1.90 PPP poverty line), consumption and income will be very

similar
» Relationship to Living Income: Could possibly add a ‘living
income’ line to PPI look-up tables

May 25, 2017 Progress out of Poverty Index® 12



PPl Has 3 Primary Use Cases

(

\_

~

1. To measure
beneficiaries’
levels of poverty

J

Are the profiles of
beneficiaries served
in line with mission /

objectives?

May 25, 2017

2. To Improve

= performance,

including products
and services

\_

~

-

J

Can products or services be
modified or developed to

better serve particular

beneficiaries?
« Benchmarking
« Segmentation
« Targeting

Progress out of Poverty Index®

3. To track
progress

How do poverty rates
change over time?

13



Example - Coffee Project in Colombia

» lllustrative example with poverty data from 3500
farmers in Andes Region of Colombia

Penetration (Andes vs Regional poverty rate) Productivity vs International 2005
0.30 20.2% Category Int 2005
1,906.0
1,767.0
0.25 1,707 7
23.7% 16069 18410
0.20
. ’%_“
;‘-’_==° 0.15 E
E 1000
0.10 E
T E% 7.3%,
. . .
0.00
Hational poverty Regional Mational Regional
poverty rate  exireme pov. extreme poverty $1 25/dayl.. $2.50/dayl.. $3.75/dayl.. $5.00/dayl.. > $5.00/
day/PPA
Benchmarking project poverty rate vs Comparing farmer productivity by
regional and national poverty rates poverty segments
Progress out of Poverty Index®
May 25, 2017
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How has PPl been tested for use In
Ag Supply Chains?

» Food Lab study with Unilever in Kenya (2013)
» COSA study comparing economic indicators (2013)
» Starbucks and Grameen Foundation (ongoing)

» Others??

May 25, 2017 Progress out of Poverty Index® 15



Limitations and Challenges

The PPI indicators are sourced from a national expenditure survey.

» Thus, some guestions may be less applicable and the PPI results
less accurate in sub-national areas with specific socio-economic
characteristics

» The PPI's accuracy may decrease
with increase in time between
when the national survey was
conducted and when the PPl is
applied.

Reminder: The PPI should be used within a robust impact

assessment in order to make any conclusions about the causality of
changes in poverty.

May 25, 2017 Progress out of Poverty Index® 16



Questions?

Thank you!

Stay informed about the PPI:

Create an account on progressoutofpoverty.org —

Sign up for the PPI newsletter /\
Follow PPI on Twitter - @povertyindex )y
Contact me: jpeachey@poverty-action.org HF :IOW il “‘ ¢




Learning Resources On PPl Website

Checklist of best practices to
ensure PPI data remains

Standards of

S accurate and relevant
. . Piloting and
_Practlcgl advice and implemgenting
instructions for new PPI the PPI

users.

bata Resources to compute and
Management &

IS (Nterpret poverty data

For trainers educating

others on the use of the PPI Trainer
PP Toolkit

Studies on how various
organizations have used
the PPI

Case Studies

and Reports

May 25, 2017 Progress out of Poverty Index® 1B


http://www.progressoutofpoverty.org/materials-piloting-and-implementing-ppi
http://www.progressoutofpoverty.org/toolkit-ppi-trainers
http://www.progressoutofpoverty.org/materials-data-management-and-analysis
http://www.progressoutofpoverty.org/standards-use
http://www.progressoutofpoverty.org/case-studies-reports

PPl User Support Services

ppi@poverty-action.org Provided by IPA and Regional
ppihelpdesk@poverty-action.org Support Partners

Help Desk =gl

Services

Self-reported
frainers who have Trainer PP Administered by

passed the PPI : . : participating
Knowledge Test Rengtry Certification rating agencies

Data

Collection

Free data collection tools

May 25, 2017 Progress out of Poverty Index® 19


mailto:ppihelpdesk@grameenfoundation.org
http://www.progressoutofpoverty.org/registry-ppi-trainers
http://www.progressoutofpoverty.org/ppi-certification
http://www.progressoutofpoverty.org/data-collection-tools

