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Bane and Ellwood (1984, JHR)

• Previous methods: computing the proportion of people who
were poor over a fixed period of time.

• Example, how many people were poor ten out of ten years, or
five out of ten.

• See handout

• Problem, with a fixed period, complete spells cannot be found.

• Consider the case where all spells last 10 years. Then only
those who fell into poverty at the beginning of the study are
observed fully.

• You will conclude than only a fraction of the real number of
people experienced “persistent poverty”.
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• Bane and Ellwood: compute spells of poverty. Measure a spell
from the time a household’s consumption fall below the poverty
line until it exits.

• Stevens (1996?, JHR): allow for multiple spells.
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Jalan and Ravallion (2000, JDS)

Definitions

• Let yi,d be the welfare metric (consumption) for household
i ∈ {1, . . . , N} in period d ∈ {1, . . . , D}.

• Consumption is measured net of demographic and prices.

• Let P (yi1, . . . , yiD) is the aggregate inter-temporal poverty
measure for household i.

• Transient poverty (Ti) is the component of P (·) attributable to
the inter-temporal variability in consumption.

• Ti = P (yi1, . . . , yiD)− P (ȳi, . . . , ȳi)

• ȳi is the expected value of consumption over time(“time-mean
consumption”) for household i.
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• Chronic poverty is the the poverty at time mean consumption
for all dates: Ci = P (ȳi, . . . , ȳi)

• Hence, total poverty is decomposed into transient and
non-transient (chronic) components.

• If at time=d, a household is poor it can belong to 3 mutually
exclusive groups:

– Persistently poor: poor at all dates. Poor due to chronic reasons
or die to consumption variability.

– Chronically poor, but not poor all the time.

– Only transient poor.
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Results
Jalan & Ravallion (2000, JDS)
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Jalan & Ravallion (2000, JDS)
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Econometric methods

• Do households/region characteristics the same for both poverty
components?

• Let Ti = T ∗i if T ∗i = β′xi + ui > 0 and Ti = 0 otherwise.

• where Ti is transient poverty and x is a vector of
household/region characteristics.

• An analogous model ca be created for chronic poverty Ci.

• Results (see handout.)
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Carter and Barret (2006, JDS)
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Figure 1. Alternative approaches to poverty measurement

180 M. R. Carter & C. B. Barrett
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Figure 2. Single period income and asset poverty lines
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