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Methodology for measuring poverty indicators


Chapter 1. General provisions

1. The present Methodology for measuring poverty indicators (hereinafter – Methodology) was developed in accordance with subparagraph 5) of Article 12 of the Law of the Republic of Kazakhstan "On State Statistics", subparagraph 34) of paragraph 15 of the Regulations on the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan, approved by Decree of the President of the Republic of Kazakhstan dated October 5, 2020 №427, subparagraph 20) of paragraph 15 of the Regulations on the Bureau of National Statistics of the Agency on Strategic Planning and Reforms of the Republic of Kazakhstan, approved by the Order of the Chairman of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan dated October 23, 2020 №9-nk.
1. This Methodology is used by the Bureau of National Statistics of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan (hereinafter – Bureau) in calculating poverty indicators.
1. The purpose of this Methodology is to describe methods for calculating poverty indicators based on data from a sample household survey to assess living standards (hereinafter – SHS), conducted in accordance with the Methodology for organizing and conducting a sample household survey on living standards. 
1. This Methodology has been developed in accordance with internationally accepted methods of measuring poverty and ensures international comparability of official statistical information on poverty indicators.
1. The following basic concepts are used in this Methodology:
1. income used for consumption (hereinafter – IUC) includes: consumer expenses without investments in production activities and savings; the cost of in–kind products of own production consumed; transfers in monetary terms;
1. the income equivalence scale (hereinafter – IES) is a correction factor that corrects the levels of per capita income in families of different sizes, taking into account cost savings due to the effect of cohabitation; 
1. the value of the subsistence minimum (hereinafter – VSM) is the minimum monetary income per person, equal in value to the value of the minimum consumer basket;
1. purchasing power parity (hereinafter – PPP) is an indicator of currency adjustment that takes into account the price ratio of comparable economies. It shows how much you need to pay in one currency to buy the same set of goods and services for one unit of another currency;
1. deprivation is the restriction and (or) deprivation of the opportunity for a person (family) to independently satisfy basic life needs. 


Chapter 2. Calculation of poverty by the absolute criterion
Paragraph 1. Calculation of poverty by VSM

1. In the Republic of Kazakhstan, the main indicator of the poverty level is the measurement of poverty by the absolute criterion – VSM, based on the compliance of the consumption level with the established subsistence level. 
1. The poverty level is the proportion of the population with an IUC below the VSM, determined by the ratio of the population with an IUC below the VSM to the total population as a percentage:

,					(1)
where:

 – proportion of the population with an IUC below VSM;

 – population with an IUC below VSM; 
N –  total population.
1. The VSM poverty indicators are calculated using IES with a single coefficient of 0.8 for the second and subsequent household members in accordance with methodological calculations, based on the recommendations of the «Guidelines for Measuring Poverty» of the United Nations Economic Commission for Europe Task Force on Poverty Statistics. 
1. The poverty rate is calculated on a quarterly and annual basis by republic, region, type of locality, gender, household size, and age range. Quarterly figures are calculated without seasonal adjustment. 


Paragraph 2. Calculation of poverty according to the international PPP line 

1. To monitor the Sustainable Development Goals (hereinafter referred to as the SDGs), poverty is calculated according to the international standard of 1.9; 3.2; 5.5; 6.85 USА dollars per PPP per day.  
1. The PPP dollar exchange rate is formed once every 4 years according to the comparison round of the corresponding year and is published on the United Nations website by country. 
1. The poverty level according to the international PPP line is determined by the ratio of the population with an IUC below the corresponding international criterion to the total population as a percentage:

,					(2)
where:

 poverty level according to the international PPP line;

 the population with an IUC below the relevant international criterion;
N – total population.
1. To ensure comparability of this indicator between countries, the calculation is performed without the use of IES.  
1. The international poverty line is calculated on an annual basis for the republic, regions, type of locality and gender.


Chapter 3. Calculation of income differentiation indicators

1. The grouping of the population by the size of the average per capita income is the number and proportion of the population, ranked and grouped in certain intervals according to the size of the average per capita income. Income groups of the population are formed at specified income intervals. Groupings of the population by the size of the average per capita income are calculated on a quarterly and annual basis for the republic, the size of households, and the number of children in households. 
1. Quantile population groups are formed by dividing the entire population on one basis into numerically equal parts, regardless of other characteristics. Population groups by the size of the average per capita income are formed by ranking the population by the size of the IUC per capita from the minimum to the maximum value. The concentration of income by quantile income groups of the population is defined as the share of the corresponding group in the total income of the population. Decile and quintile divisions are used – 10 and 20 percent groups. 
1. The Gini coefficient or income concentration coefficient is a quantitative assessment of the degree of inequality, showing the degree of deviation of the actual distribution of income among numerically equal groups of the population from the line of their uniform distribution. The coefficient value ranges from 0 to 1, where 0 is perfect income equality for all population groups, and 1 is perfect inequality when all income belongs to one group of people. The Gini coefficient is calculated using the formula:

,				(3)
where:
G – the Gini coefficient;
qi – the proportion of the population in the range; 
di(кум), di(кум)-1 –  cumulative income shares from the first to the i, i-1 intervals.
1. The fund ratio is the ratio of the average income of the tenth and first decile groups. The fund ratio is calculated using the formula:

 ,							(4)
where:

– fund ratio;  
d10 – the average income of the tenth decile group with the highest incomes;
d1 – the average income of the first decile group with the lowest incomes.
1. The poverty depth coefficient shows the average deviation of the income (consumption) level of the poor population from the value of the subsistence minimum and is expressed by the amount of the total income deficit related to the total population, calculated by the formula:

,							(5)
where:
PG – the poverty depth coefficient;
yi – IUC per capita;
z –  VSM;
N – total population;
n –  the number of poor people.
1.  The poverty severity coefficient shows inequality among the poor, the degree of dispersion of the incomes of the poor from their average value. It is calculated as the average of the squared deviations of the proportions of income deficits of the population from the cost of living, calculated using the formula:

,					(6)
where:
PS – poverty severity ratio;
yi – IUC per capita;
z –  VSM;
N – total population;
n –  the number of poor people.
1. The purchasing power of household income is determined by the ratio of the average per capita income of the population to the VSM, calculated using the formula:  

,							(7)
where:
PP – the purchasing power of income; 
yi – IUC per capita; 
z –  VSM.
1. Income differentiation indicators are calculated using IES with a single coefficient of 0.8 for the second and subsequent household members in accordance with methodological calculations based on international recommendations. 
1. Income differentiation indicators are calculated on a quarterly and annual basis for the republic and regions. Quarterly figures are calculated without seasonal adjustment.  


Chapter 4. Calculation of poverty by relative criterion

1. Median income is the value of income at the center of a ranked range of per capita income distribution. 
1. The criteria for poverty are determined as a percentage of the median income. The Bureau calculates the proportion of poor based on relative criteria: 
24. 50 percent of the median income for monitoring SDG 10.2.1 «Proportion of people with incomes below 50 percent of the median income»;
24. 60 percent of the median income used in international practice.
1. The stages of determining the proportion of the poor population by the relative criterion:
1.  individuals are ranked by increasing average per capita income.; 
1.  the median income corresponds to the income of the person at the center of the ranked list of persons in the per capita income data series. 
If the number of persons in the list is odd, then the median income will correspond to the central value of the row, the number of which is determined by the formula:


, if  is an odd number,			(8)
where:

– the number of the value corresponding to the median;

– the number of values in the aggregate (the number of persons in a series of data).
If the list of persons consists of an even number of persons, then the median income is the arithmetic mean of the two central values of per capita income: 


, if  is an even number,		(9)
where:

– median income;

 – the two central values of the series of per capita incomes, ranked in ascending order;
1. the poverty threshold is determined by a relative criterion corresponding to 50 percent, 60 percent of the median income:
PM = Ме  *50% (60%),				(10)
where:
PM – relative poverty threshold;
Me – the value of the median income;
1. the proportion of the population with incomes below the poverty threshold according to the relative criterion is calculated using the formula:

,					(11)
where:

  proportion of poor by relative criterion;

 the number of poor people with incomes below the threshold according to the relative criterion;
N – total population.
1. Relative poverty indicators are calculated on an annual basis for the republic.   


Chapter 5. Assessment of subjective poverty

1. Subjective poverty is respondents' self–assessment of their financial situation and perception of income sufficiency to meet basic needs. 
1. The data source for the subjective assessment is the results of the survey on the questionnaire «Quality of life of the population».
1. To determine the level of financial situation, respondents are asked the question «Specify to what level of material security (prosperity) Do you identify yourself?» and the following answers are offered: 
1 - low level of security;
2 - the security is below the average level;
3 - average level of security;
4 - security is slightly above average;
5 - sufficient security level;
6 - high level of security.
1. Respondents who chose answer options 1 and 2 are considered subjectively poor. The proportion of the subjectively poor population is calculated using the following formula:

,					(11)
where:

  the proportion of the poor population according to a subjective assessment;
 the number of people who chose the answer option «low level of security»;
 the number of people who chose the answer «security below the average level»;
N – total population.
1. Indicators for the subjective assessment of poverty are calculated on an annual basis for the republic, regions, type of locality, gender, age ranges and employment status..


Chapter 6. Calculation of multidimensional poverty

1. The indicators of SDG 1.2.2 «The proportion of men, women and children of all ages living in poverty in all its manifestations, according to national definitions» are the Index of Multidimensional National Poverty (hereinafter – IMP) according to the Alkayer – Foster method and the Index of Multidimensional Child Poverty (hereinafter – IMCP) according to the methodology of the Statistical Service of the European Union.   

Paragraph 3. Calculation of the multidimensional national poverty index using the Alkayer-Foster method

1. The construction of the IMP includes the following steps: 
33. the set of indicators to be included in the matrix is determined based on an analysis of existing strategic documents, expert discussion and coordination with interested, competent government agencies (appendix 1, column 3). According to all indicators, the household is considered the unit of observation.; 
33. the indicators are grouped into five aspects. In accordance with the number of aspects, equivalent weights are determined – 0.2 each. (Appendix 1, column 1); 
33. deprivation thresholds are set for each indicator (appendix 1, column 4); 
33. a deprivation matrix is formed according to the following conditions: if the household indicator data is above the threshold of deprivation, then the household is assigned the value «0», if lower – «1». Households with a value of «1» are characterized as households with deprivation (Appendix 2); 
33. based on the number of deprivations in aspects, each indicator is assigned a relative weight. The sum of the weights of all indicators is equal to one; 
33. for each household, scores on aspects are determined by multiplying the presence of deprivation «1» and the weight of the corresponding aspect. Further, the scores for all aspects are summarized (appendices 2, column 6); 
33. the total points received is compared with the general poverty threshold defined in 0.20 (Appendix 2, column 7), taking into account the number of aspects (five aspects). A household is considered to be multidimensionally poor if the sum of the weighted deprivation scores exceeds the established poverty threshold; 
33. the proportion of the multidimensional poor population is calculated as the ratio of the multidimensional poor population to the total annual average population according to the following formula: 

,						(13)
where:

– proportion of the multidimensionally poor;

 – the number of multidimensional poor;
N – total average annual population;
33. the intensity of poverty is calculated as the ratio of the sum of the points of deprivation of a multidimensional poor population to the number of a multidimensional poor population according to the following formula:

, 					(14)
where:

– the intensity of poverty;



, , ...,  – deprivation points;

– the number of the multidimensional poor population;
33. the IMP indicator is calculated as the product of the proportion of the multidimensional poor and the intensity of poverty:

,			(15)
where:
MPI – IMP;

 – proportion of the multidimensionally poor;
А – the intensity of poverty.
1. IMP is calculated on an annual basis for the republic, regions, and type of terrain. 


Paragraph 4. Calculation of the multidimensional child poverty index
1. The calculation of the multidimensional child poverty index is based on the methodology of the Index of Children's Deprivation (Children At Risk of Poverty or Social Exclusion) Statistical Service of the European Union.
1. Deprivations of 1-12 are measured at the child level, 13-17 – at the household level (Appendix 3).  
1. The level of multidimensional child poverty is calculated as the ratio of the number of multidimensional poor children experiencing 4 or more types of deprivation at the same time to the total number of all children according to the following formula:

,					(16)
where:

 – multidimensional child poverty index;

 – the number of multidimensionally poor children;

 – total number of children.
1. IMCP is calculated once a year for the republic, regions, type of terrain, gender. 
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Appendix 1 
to the Methodology for measuring poverty indicators

Distribution of thresholds and weights of IMP indicators

	N
	Aspects
	Aspect weight
	Indicators
	Thresholds of deprivation
	Indicator weight

	
	1 
	2
	3
	4
	5

	1
	Education
	1/5
	Quality of education
	the satisfaction level is lower or equal to 3 out of 10 for all types of educational services (preschool, general secondary (school), secondary vocational (special), higher and postgraduate)
	1/3

	
	
	
	Accessibility of education
	the satisfaction level is lower or equal to 3 out of 10 for all types of educational services (preschool, general secondary (school), secondary vocational (special), higher and postgraduate)
	1/3

	
	
	
	Preschool visits
	at least one child between the ages of 1 and 6 does not attend preschool for the following reasons: it is expensive, the preschool is far away, relatives look after the children and do not have a residence permit
	1/3

	2
	Healthcare
	1/5
	Quality of healthcare services
	satisfaction level is below or equal to 3 out of 10 for all types of services (public and private institutions)
	1/3

	
	
	
	Accessibility of healthcare services
	satisfaction level is below or equal to 3 out of 10 for all types of educational services (public and private institutions)
	1/3

	
	
	
	Inability to use health services
	at least one member who was ill for a year could not access medical services due to: very expensive services, too expensive medicines, long queues, lack of a specialist, medical facility too remote/no access, lack of medicines, poor quality of services/I do not trust
	1/3

	3
	Ecology
	1/5
	Satisfaction with the cleanliness of the surrounding area
	the level of satisfaction with the cleanliness of the surrounding area is below or equal to 3 out of 10
	1/4

	
	
	
	Satisfaction with clean air
	the level of satisfaction with the purity of the air is below or equal to 3 out of 10
	1/4

	
	
	
	Satisfaction with the quality of drinking water
	the level of satisfaction with the quality of drinking water is lower than or equal to 3 out of 10
	1/4

	
	
	
	Satisfaction with the level of external noise
	the level of satisfaction with the level of external noise is lower than or equal to 3 out of 10
	1/4

	4
	Housing conditions
	1/5
	Fuel for heating
	The household uses solid or liquid fuels for heating
	1/3

	
	
	
	Access to the sewer system
	 it has a toilet with a cesspool without a stove or there is no toilet
	1/3

	
	
	
	Compliance with living standards
	There is less than 15 m2 of total area per person.
	1/3

	5
	Standard of living and financial accessibility
	1/5

	Household debt on payments
	a household is denied access if the household has been in arrears 2 times or more for at least one of the following payments: rent of housing or rooms, utility bills, interest payments, loan debt, including mortgage, installment payments
	1/3

	
	
	
	Unemployment
	at least one person over the age of 15 is unemployed and looking for work (unemployed) or temporarily or permanently disabled
	1/3

	
	
	
	Not enough food due to lack of money
	They were worried that there would not be enough food due to lack of money or other resources.
	1/3














Appendix 2
to the Methodology for measuring poverty indicators

The IMP Deprivation Matrix

	Aspects
	Education
	Healthcare
	Ecology
	Housing conditions
	Standard of living/ financial accessibility
	Calculation of IMP

	А
	1
	2
	3
	4
	5
	6
	7

	D/h number
	1 indicator
0,067
	2 indicator
0,067
	3 indicator
0,067
	4 indicator
0,067
	5 indicator
0,067
	6 indicator
0,067
	7 indicator
0,05
	8 indicator
0,05
	9 indicator
0,05
	10 indicator
0,05
	11 indicator
0,067
	12 indicator
0,067
	13 indicator
0,067
	14 indicator
0,067
	15 indicator
0,067
	16 indicator
0,067
	The units are multiplied by the weights of the indicators of the corresponding aspect
	Selection of values greater than 0.20 (multidimensional poor)

	1
	0
	1
	0
	0
	0
	0
	1
	0
	0
	0
	1
	0
	0
	0
	0
	0
	0,184
	Not dimensionally poor

	2
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0,000
	Not dimensionally poor

	3
	0
	0
	1
	0
	0
	1
	0
	0
	0
	0
	0
	0
	1
	0
	1
	0
	0,281
	The Multidimensionally poor

	4
	0
	0
	0
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0,067
	Not dimensionally poor


0 – lack of deprivation;
1 – deprived households.

Appendix 3 
towards a methodology for measuring poverty indicators

The IMCP Deprivation Matrix

	
	IMCP Deprivation
	The threshold of deprivation

	
	1
	2

	1. 
	New (unrestrained) clothes of the proper size
	Those who chose the answer option are «No. I would like to have it, but at the moment we cannot afford it»

	1. 
	Two pairs of comfortable and seasonally appropriate shoes (one for each season) for each child in the household
	

	1. 
	Eat fresh vegetables and fruits daily
	

	1. 
	Meat, poultry, or fish meals (or equivalent vegetarian meals) at least once a day
	

	1. 
	Educational games and books for each child in the household, appropriate to his age
	

	1. 
	Outdoor activities equipment (such as bicycles, roller skates, sports equipment, etc.)
	

	1. 
	Indoor games (for example, educational children's toys, cubes, board games, computer games, etc.)
	

	1. 
	Regular leisure time
	

	1. 
	Children's parties on special occasions (birthday, etc.)
	

	1. 
	The opportunity to invite friends to your home
	

	1. 
	Participation in school trips and paid school events
	

	1. 
	Holidays with parents away from home, at least one week a year
	

	1. 
	Personal Internet access
	Lack of relevant goods and services

	1. 
	Be able to pay the outstanding household payments
	

	1. 
	Availability of funds to keep housing warm in winter
	

	1. 
	The ability to replace the simplest furniture that has fallen into disrepair, when necessary
	

	1. 
	[bookmark: _GoBack]The availability of a passenger car or the ability to use taxi services when needed
	The absence of a car
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