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Abstract

The Simple Poverty Scorecard-brand poverty-assessment tool uses ten low-cost indicators
from Malawi’s 2010/11 Integrated Household Survey to estimate the likelihood that a
household has consumption below a given poverty line. Field workers can collect responses
in about ten minutes. The scorecard’s accuracy is reported for a range of poverty lines.
The scorecard is a practical way for pro-poor programs in Malawi to measure poverty
rates, to track changes in poverty rates over time, and to segment clients for targeted
services.

Version note

This paper uses 2010/11 data, replacing Schreiner (2011), which uses 2004/5 data. The
new 2010/11 scorecard here should be used from now on. Existing users of Schreiner
(2011) can still measure change over time using supported poverty lines with a baseline
from the old 2004/5 scorecard and a follow-up from the new 2010/11 scorecard.

Acknowledgements

This paper was funded by the Private Sector Window of the Global Agriculture and Food
Security Program, and by the International Finance Corporation. Data are from Malawi’s
National Statistical Office. Thanks go to Daniella Hawkins, Joseph Kaipa, Malumbo
Mhango, and Karl Pauw. “Simple Poverty Scorecard” is a Registered Trademark of
Microfinance Risk Management, L.L.C. for its brand of poverty-assessment tools.



Simple Poverty Scorecard® Poverty-Assessment Tool

Interview ID: Name Identifier
Interview date: Participant:
Country: MWI Field agent:
Scorecard: 002 Service point:
Sampling wgt.: Number of household members:
Indicator Response Points Score
1. How many members does the household A. Seven or more 0
have? B. Six 4
C. Five 10
D. Four 15
E. One, two, or three 31
2. Is the (oldest) female head/spouse able to  A. No 0
read and write in Chichewa or B. Yes, only Chichewa 4
English? C. Yes, English (regardless of Chichewa) 8
D. No female head/spouse 13
3. The floor of the main dwelling is A. Smoothed mud, or sand 0
predominantly made of what material?  B. Smooth cement, wood, tile, or other 8
4. The outer walls of the main dwelling ~ A. Mud (yomata), or grass 0
of the household are B. Mud brick (unfired) 5
predominantly made of what C. Compacted earth (yamdindo), burnt bricks, g
material? concrete, wood, iron sheets, or other
5. The roof of the main dwelling is A. Grass, plastic sheeting, or other 0
predominantly made of what material?  B. Iron sheets, clay tiles, or concrete 3
6. What kind of toilet ~ A. None, traditional latrine without roof shared with other
. 0
facility does the households, or other
household use?  B. Traditional latrine without roof only for household members 4
C. Traditional latrine with roof shared with other households 4
D. Traditional latrine with roof only for household members, 6
VIP latrine, or flush toilet
7. What is the household’s A. Collected firewood, purchased firewood, grass, or gas 0
main source of lighting B. Paraffin, or other 8
fuel? C. Battery/dry cell (torch), candles, or electricity 13
8. Do any members of the household sleep under a bed net to protect A. No 0
against mosquitos at some time during the year? B. Yes )
9. Does the household own any tables? A. No 0
B. Yes 9
10. Does the household own any beds? A. No 0
B. Yes 4

SimplePovertyScorecard.com Score:



Back-page Worksheet: Household Membership

In the scorecard header, record the unique identifier of the interview (if known), the
date of the interview, and the sampling weight of the client (if known). Then record the
name and identification number of the client, of yourself as the field agent, and of the
service point the client uses.

Then read to the respondent: I would like to make a complete list of the names of
all the members of the household. A household is a group of people who live together,
pool their money, and eat at least one meal together each day. Give the respondent the
following instructions:

First: Please give me the first names of all the members of your immediate family
who normally live and eat their meals together here. Record the responses. List the head
of the household first. For your own future use, note the (oldest) female head/spouse (if
she exists). If there is more than one female spouse of the head in the household, then
ask for the ages of each in order to determine who is the oldest.

Second: Please give me the first names of any other persons related to you or
other household members who normally live and eat their meals together here. Record
the responses.

Third: Are there any other persons not here now who normally live and eat their
meals here? For example, household members studying elsewhere or travelling. Record
the responses.

Fourth: Please give me the first names of any other persons not related to you or
other household members but who normally live and eat their meals together here, such
as servants, lodgers, or others who are not relatives. Record the responses.

Count the total number of household members. In the scorecard header, record
this next to “Number of household members:”, and circle the response to the first
scorecard indicator.

Keep in mind the full definitions of household and household member in
“Guidelines for the Interpretation of Indicators”.

First name

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

Total number of household members:




Look-up table to convert scores to poverty likelihoods:
PBM-definition poverty lines and
the line that marks the poorest half of people
below 100% of the PBM-definition national line

Poverty likelihood (%)

PBM-def. national lines Poorest half of people

Score Food 100% 150% 200% <100% Govt.-def. natl. line

04 100.0 100.0 100.0 100.0 100.0

5-9 68.1 86.5 99.7 99.7 68.1
10-14 59.7 85.9 97.1 98.5 60.9
15-19 58.6 85.6 94.8 98.3 59.9
2024 46.5 77.6 91.3 94.6 50.0
25-29 35.8 64.8 84.2 90.5 38.6
30-34 25.7 55.1 80.0 90.5 26.8
35-39 20.0 47.1 77.0 89.5 21.1
40-44 14.7 39.6 68.1 83.3 17.1
45-49 10.5 32.5 60.1 78.4 13.6
50-54 5.6 20.7 43.8 64.4 6.5
55-59 3.6 16.7 38.1 58.2 5.3
60-64 2.1 12.8 34.5 53.4 2.5
65-69 0.9 7.2 27.3 45.3 1.0
70-74 0.6 4.2 15.1 34.4 0.7
75-79 0.6 3.5 11.7 23.3 0.7
80-84 0.4 1.5 7.1 18.9 0.7
85-89 0.0 0.8 4.2 13.7 0.7
90-94 0.0 0.8 2.0 10.7 0.7

95-100 0.0 0.0 0.0 0.0 0.0




Look-up table to convert scores to poverty likelihoods:
PBM-definition Intl. 2005 and 2011 PPP poverty lines

Poverty likelihood (%)

Intl. 2005 PPP lines Intl. 2011 PPP lines

Score $1.25 $2.00 $2.50 $5.00 $8.44 $1.90 $3.10

0-4 100.0 100.0 100.0 100.0 100.0 100.0 100.0

59 97.1 100.0 100.0 100.0 100.0 99.7 100.0
10-14 95.9 99.9 100.0 100.0 100.0 98.4 100.0
15-19 94.6 99.5 100.0 100.0 100.0 97.1 100.0
20-24 90.5 97.4 99.6 99.9 100.0 94.0 99.6
25-29 83.4 95.0 98.1 99.3 99.9 88.5 98.1
30-34 77.6 95.0 97.1 99.3 99.8 88.1 97.1
35-39 73.8 93.7 96.7 99.2 99.8 84.1 96.9
40-44 65.5 88.9 94.4 99.1 99.8 78.0 94.4
45-49 58.0 83.8 92.5 99.1 99.8 72.0 92.6
50-54 41.6 72.3 86.7 99.1 99.8 56.5 86.9
55-59 35.2 68.6 82.7 96.7 98.9 50.9 83.2
60-64 30.9 64.8 78.1 96.1 98.7 46.6 78.6
65-69 24.4 54.3 66.7 93.4 98.0 38.5 66.38
70-74 13.3 41.6 56.6 89.4 95.8 27.5 27.0
7579 10.3 30.2 45.8 84.8 94.1 17.8 46.5
80-84 6.4 27.9 43.3 76.9 93.4 13.4 43.8
85-89 2.4 18.1 30.4 70.5 91.8 6.7 30.4
90-94 1.3 11.2 18.9 69.1 83.0 4.3 18.9

95-100 0.0 7.8 12.0 46.3 76.0 0.0 12.0




Look-up table to convert scores to poverty likelihoods:
Government-definition poverty lines and
the line that marks the poorest half of people
below 100% of the government-definition national line

Poverty likelihood (%)

Govt.-def. national lines Poorest half of people

Score Food 100% 150% 200% <100% Govt.-def. natl. line

04 100.0 100.0 100.0 100.0 100.0

5-9 81.3 97.1 99.7 100.0 81.3
10-14 71.8 95.7 98.6 100.0 73.3
15-19 70.3 94.4 98.5 100.0 72.3
2024 55.7 87.4 96.3 98.6 60.3
2529 49.9 80.0 94.7 98.1 51.3
30-34 36.4 72.0 94.7 97.6 37.4
35-39 27.6 70.2 90.1 96.4 29.0
40-44 21.5 57.4 82.7 93.2 23.6
45-49 16.5 47.9 76.8 90.3 18.0
50-54 9.4 30.5 57.1 80.5 9.1
55-H9 5.6 24.9 48.9 74.4 6.1
60—64 4.0 20.0 44.1 67.1 3.7
65—69 2.2 12.4 34.1 53.0 2.2
70-74 1.0 6.5 23.3 38.3 0.7
75-79 0.6 5.3 17.7 31.2 0.6
8084 0.4 2.7 11.5 24.5 0.4
85-89 0.0 1.1 3.7 13.3 0.0
90-94 0.0 1.1 2.4 8.8 0.0

95-100 0.0 0.0 0.0 0.6 0.0




Look-up table to convert scores to poverty likelihoods:
Govt.-definition Intl. 2005 and 2011 PPP poverty lines

Poverty likelihood (%)

Intl. 2005 PPP lines Intl. 2011 PPP lines

Score $1.25 $2.00 $2.50 $5.00 $8.44 $1.90 $3.10

0-4 100.0 100.0 100.0 100.0 100.0 100.0 100.0

59 99.7 100.0 100.0 100.0 100.0 100.0 100.0
10-14 98.6 100.0 100.0 100.0 100.0 100.0 100.0
15-19 98.5 100.0 100.0 100.0 100.0 100.0 100.0
20-24 95.8 99.3 99.9 100.0 100.0 97.9 99.9
25-29 92.9 98.8 99.6 100.0 100.0 96.4 99.6
30-34 91.3 98.5 99.6 100.0 100.0 96.4 99.6
35-39 88.5 97.5 99.5 100.0 100.0 94.5 99.6
40-44 79.8 96.3 98.9 100.0 100.0 88.7 99.2
45-49 71.4 93.4 97.0 100.0 100.0 84.9 97.2
50-54 92.1 86.2 92.2 99.8 100.0 69.1 92.2
55-59 46.2 81.5 88.2 98.7 99.8 64.3 88.3
60-64 41.1 72.3 82.4 96.5 98.9 56.5 82.7
65-69 30.5 63.3 77.0 95.8 98.4 43.6 7.3
70-74 20.8 48.3 62.4 90.6 97.4 31.1 62.5
7579 15.8 39.2 52.1 87.0 95.7 24.5 52.6
80-84 9.7 34.0 44.8 82.4 93.5 18.0 47.1
85-89 3.7 15.9 23.6 73.3 90.8 9.4 23.6
90-94 2.1 11.2 15.3 27.8 80.0 6.1 15.3

95-100 0.0 3.4 10.1 49.6 69.1 0.6 10.1




Look-up table to convert scores to poverty likelihoods:

Old-definition Intl. 2005 PPP poverty lines
Poverty likelihood (%)
Old-def. intl. 2005 PPP lines

$10.00 $1.25 $2.50
100.0 100.0 100.0
100.0 99.7 100.0
100.0 98.6 100.0
100.0 98.5 100.0
100.0 95.8 99.9
100.0 93.9 99.6
100.0 93.4 99.6
100.0 89.1 99.6
100.0 81.0 99.2
100.0 73.9 97.5
100.0 04.6 93.0
99.8 47.5 88.5
99.1 42.7 84.1
98.8 32.2 78.2
97.8 20.9 63.7
96.4 16.5 54.1
95.8 10.8 474
92.6 3.7 23.9
85.4 2.1 16.2

72.5 0.0 12.9




Note on measuring changes in poverty rates over time
with the old 2004/5 and new 2010/11 scorecards

This paper uses data from Malawi’s 2010/11 Integrated Household Surcey (IHS).

It supports three definitions of poverty:

e The official “government” definition for national lines in 2004/5 and 2010/11

e An “old” definition for international 2005 PPP lines used in 2004/5 that uses
government-definition regional-price deflators and that has two mistakes that—for
backward compatibility—are reproduced for 2010/11

e An improved “PBM” definition for 2004/5 and 2010/11 for both national lines and
international 2005 PPP lines (Pauw, Beck, and Mussa, forthcoming)

The new 2010/11 scorecard here replaces the one in Schreiner (2011) that uses
data from the 2004/5 THS and supports only the government and old definitions of
poverty. The new 2010/11 scorecard should be used from now on.

Some organizations in Malawi already use the old 2004/5 scorecard. Even after
switching to the new 2010/11 scorecard, these legacy users can still estimate hybrid
changes in poverty rates over time with existing baseline estimates from the old 2004 /5
scorecard and follow-up estimates from the new 2010/11 scorecard.’ This is possible
because the new 2010/11 scorecard is calibrated not only to the new PBM definition of
poverty but also to some poverty lines under the government and old definitions of
poverty in the 2010/11 THS data. Given the assumption that the government- and old-

definition poverty lines are properly adjusted for changes in prices between the 2004 /5

and 2010/11 THS, valid hybrid estimates of change can be found for the government

' See the appendix for a step-by-step guide to the calculations.



and old definitions of poverty with a baseline measure from the old 2004/5 scorecard

and a follow-up measure from the new 2010/11 scorecard.

Furthermore, a hybrid estimate of change based on the government or old
definitions of poverty can be spliced together with a non-hybrid estimate of change
based solely on the PBM definition of poverty if poverty rates change at the same rate
under both the government (or old) definition and the PBM definition. This is the
“parallel lines” assumption.

For Malawi from 2004/5 and 2010/11, the “parallel-lines” assumption does not
hold well. Indeed, PBM developed their definition of poverty precisely because the
government definition has known problems and gives a (small) estimated change in
poverty that does not square with common sense nor with other triangulations. In
particular, the estimated decrease in the head-count poverty rate by the national
poverty line between 2004/5 to 2010/11 is 1.7 percentage points by the government

definition and 8.2 percentage points by the PBM definition.



In sum, both first-time and legacy users should use the new 2010/11 scorecard
and the PBM definition of poverty (as well as the government definition of poverty)
from now on. Looking forward, this establishes a baseline with the best definition of
poverty (PBM) as well as a baseline with the definition that is most likely to be
supported in the next IHS (government). Looking backward, legacy users of Malawi’s
old 2004/5 scorecard can salvage existing estimates to find hybrid measures of change

in government-definition and old-definition poverty rates over time.



Simple Poverty Scorecard® Poverty-Assessment Tool
Malawi

1. Introduction

The Simple Poverty Scorecard poverty-assessment tool is a low-cost way for pro-
poor programs in Malawi to estimate the likelihood that a household has consumption
below a given poverty line, to measure groups’ poverty rates at a point in time, to track

changes in groups’ poverty rates over time, and to segment clients for targeted services.

The new scorecard here uses data from Malawi’s 2010/11 Integrated Household
Survey (IHS); it replaces the old scorecard in Schreiner (2011) that uses data from the
2004/5 IHS. For now on, only the new 2010/11 scorecard should be used. The new
2010/11 scorecard can estimate a household’s poverty likelihood by any or all of three
definitions of poverty:

e The “government” definition for national lines in 2004/5 and 2010/11 and—Dby
treating the government-definition lines as regional-price deflators—for international
2005 PPP lines

e An “old” definition for international 2005 PPP lines used in 2004/5 that uses
government-definition regional-price deflators and that has two mistakes that are
reproduced here for 2010/11 for backward compatability

e An improved “PBM” definition for 2004/5 and 2010/11 for national lines and—via
its regional-price deflators—for international 2005 PPP lines (Pauw, Beck, and
Mussa, forthcoming)

This means that existing users of the old 2004/5 scorecard do not have to start

over from scratch; they can estimate changes in government- or old-definition poverty



rates over time with a baseline from the old 2004/5 scorecard and a follow-up from the
new 2010/11 scorecard. From now on, existing users should record poverty-scoring
results for both the government and PBM definitions, as it is not now known which of

these—if any—will be supported for the next round of the THS.

The direct approach to poverty measurement via consumption surveys is difficult
and costly. As a case in point, Malawi’s 2010/11 ITHS has 156 pages and includes
several hundred items, many of which may be asked multiple times (for example, for
each household member, each consumption item, each agricultural plot, or each crop).
An enumerator visits a sampled household two or three times over four days,
completing interviews at a rate of about one household per day (National Statistical
Office, 2010a).

In comparison, the scorecard’s indirect approach is simple, quick, and low-cost.
It uses ten verifiable indicators (such as “Is the (oldest) female head/spouse able to
read and write in Chichewa or English?” and “What type of toilet facility does the
household use?”) to get a score that is highly correlated with poverty status as
measured by the exhaustive THS survey.

The scorecard differs from “proxy-means tests” (Coady, Grosh, and Hoddinott,

2004) in that it is transparent, it is freely available,” and it is tailored to the capabilities

* The Simple Poverty Scorecard tool for Malawi is not, however, in the public domain.
Copyright is held by the sponsor and by Microfinance Risk Management, L.L.C.



and purposes not of national governments but rather of local, pro-poor organizations.
The feasible poverty-measurement options for local organizations are typically blunt
(such as rules based on land ownership or housing quality) or subjective and relative
(such as participatory wealth ranking facilitated by skilled field workers). Poverty
measures from these approaches may be costly, their accuracy is unknown, and they are
not comparable across places, organizations, nor time.

The scorecard can be used to measure the share of a program’s participants who
are below a given poverty line, for example, the Millennium Development Goals’ line of
$1.25/day at 2005 purchase-power parity (PPP). USAID microenterprise partners in
Malawi can use scoring with the PBM-definition $1.25/day 2005 PPP line to report how
many of their participants are “very poor”.” Scoring can also be used to measure net
movement across a poverty line over time. In all these applications, the scorecard
provides a consumption-based, objective tool with known accuracy. While consumption
surveys are costly even for governments, some local pro-poor organizations may be able
to implement a low-cost poverty-assessment tool to help with monitoring poverty and

(if desired) segmenting clients for targeted services.

* USAID defines a household as very poor if its daily per-capita consumption is less
than the highest of the PBM-definition $1.25/day line—MWK133.90 in average prices
for all of Malawi in February/March 2010—or the line (MWK63.65) that marks the
poorest half of people below 100% of the PBM-definition national line (Figure 1).
USAID (2014, p. 8) has approved the scorecard—when re-branded as a Progress Out of
Poverty Index®—for use by its microenterprise partners.



The statistical approach here aims to be understood by non-specialists. After all,
if managers are to adopt the scorecard on their own and apply it to inform their
decisions, then they must first trust that it works. Transparency and simplicity build
trust. Getting “buy-in” matters; proxy-means tests and regressions on the “determinants
of poverty” have been around for three decades, but they are rarely used to inform
decisions by local, pro-poor organizations. This is not because they do not work, but
because they are often presented (when they are presented at all) as tables of regression
coefficients incomprehensible to non-specialists (with cryptic indicator names such as
“LGHHSZ_2” and with points with negative values and many decimal places). Thanks to
the predictive-modeling phenomenon known as the “flat maximum?”, simple, transparent
scoring approaches are usually about as accurate as complex, opaque ones (Schreiner,
2012a; Caire and Schreiner, 2012).

Beyond its simplicity and transparency, the scorecard’s technical approach is
innovative in how it associates scores with poverty likelihoods, in the extent of its
accuracy tests, and in how it derives formulas for standard errors. Although the
accuracy tests are simple and commonplace in statistical practice and in the for-profit
field of credit-risk scoring, they have rarely been applied to scorecards.

The scorecard is based on data from the 2010/11 IHS from Malawi’s National
Statistical Office (NSO). Indicators are selected to be:

e Inexpensive to collect, easy to answer quickly, and simple to verify
e Strongly correlated with poverty

e Liable to change over time as poverty status changes
e Applicable in all regions of Malawi



All points in the scorecard are non-negative integers, and total scores range from
0 (most likely below a poverty line) to 100 (least likely below a poverty line). Non-
specialists can collect data and tally scores on paper in the field in about ten minutes.

The scorecard can be used to estimate three basic quantities. First, it can
estimate a particular household’s poverty likelihood, that is, the probability that the
household has per-capita consumption below a given poverty line.

Second, the scorecard can estimate the poverty rate of a group of households at a
point in time. This estimate is the average of poverty likelihoods among the households
in the group.

Third, the scorecard can estimate changes in the poverty rate between two points
in time. With two independent samples from the same population, this estimate is the
change in the average poverty likelihood in the baseline group versus the average
likelihood in the follow-up group. With one sample in which each household is scored
twice, this estimate is the average of each household’s change from baseline to follow-up
(Schreiner, 2015).

The scorecard can also be used to segment participants for targeted services. To
help managers choose appropriate targeting cut-offs for their purposes, this paper
reports several measures of targeting accuracy for a range of possible cut-offs.

This paper presents a single scorecard whose indicators and points are derived

with the PBM definition of poverty applied to data from the 2010/11 IHS. Scores from



this one scorecard are calibrated with data from the 2010/11 IHS to poverty likelihoods

for 22 poverty lines:"

e Five PBM-definition national lines

e Five PBM-definition international 2005 PPP lines

e Five government-definition national lines (two of which are also supported by the
old 2004 /5 scorecard)

e Five government-definition international 2005 PPP lines

e Two old-definition international 2005 PPP lines (both of which are also supported
by the old 2004/5 scorecard)

The new 2010/11 scorecard is constructed using half of the data from the
2010/11 IHS. That same half of the 2010/11 data is also used to calibrate scores to
poverty likelihoods for all three definitions of poverty. The other half of the 2010/11 THS
data is used to validate the scorecard’s accuracy for estimating households’ poverty
likelihoods, for estimating groups’ poverty rates at a point in time, and for segmenting
clients. Furthermore, the accuracy of estimates of changes in poverty rates over time is
tested using the validation sample from the 2010/11 IHS (baseline) and all the data
from the 2004/5 IHS (follow-up).

All three scoring-based estimators (the poverty likelihood of a household, the
poverty rate of a group of households at a point in time, and the change in the poverty
rate between two points in time) are unbiased. That is, they match the true value on
average in repeated samples when constructed from (and applied to) a single,

unchanging population in which the relationship between scorecard indicators and

poverty is unchanging. Like all predictive models, the scorecard here is constructed from

! Section 2 below discusses the three definitions of poverty and the 22 poverty lines.



a single sample and so misses the mark to some unknown extent when applied (in this
paper) to validation samples. Furthermore, it is biased when applied (in practice) to a
different population or when applied before or after 2010/11 (because the relationships
between indicators and poverty change over time).”

Thus, while the indirect scoring approach is less costly than the direct survey
approach, it is also biased when applied in practice. (The survey approach is unbiased
by definition.) There is bias because the scorecard necessarily assumes that future
relationships between indicators and poverty in all possible groups of households will be
the same as in the construction data. Of course, this assumption—inevitable in
predictive modeling—holds only partly.

On average across 1,000 bootstraps of n = 16,384 from the 2010/11 validation
sample, the difference between scorecard estimates of groups’ poverty rates versus the
true rates at a point in time for the PBM-definition national poverty line is —1.0
percentage point. Across all 22 poverty lines under all three definitions of poverty, the
average absolute difference is about 0.6 percentage points, and the maximum absolute
difference is 1.4 percentage points. These differences reflect estimation errors due to
sampling variation, not bias; the average difference would be zero if the whole 2010/11

IHS survey was to be repeatedly re-fielded and divided into sub-samples before

repeating the entire process of constructing and validating scorecards.

* Important cases include nationally representative samples at a later point in time or
sub-groups that are not nationally representative (Diamond et al., 2016; Tarozzi and
Deaton, 2009).



With n = 16,384, the 90-percent confidence intervals are +0.6 percentage points
or less across all poverty lines under all definitions. For n = 1,024, the 90-percent
intervals are +2.6 percentage points or less.

To check the accuracy of estimates of changes in poverty rates over time, the
new 2010/11 scorecard is applied to data from the 2010/11 validation sample (as a
baseline) and to all the data from the 2004/5 IHS (as a follow-up).

Across 1,000 bootstraps with n = 16,384, the average absolute error across 20
poverty lines for estimates of change is about 2.2 percentage points. For comparison,
the average absolute true change is about 4.1 percentage points. A given
estimate’s 90-percent confidence interval (with n = 1,024) includes the true value for 14
of 20 lines. The estimated direction of change is correct for 16 of 20 lines.” Finally, the
estimated direction is correct and “statistically significant” (its 90-percent confidence
interval with n = 1,024 does not include zero) for 14 of 20 lines."

The largest errors are for the government- and PBM-definition food lines (the
lowest lines). These errors are consistent with the possibility that income increased for
many of households in Malawi from 2004/5 to 2010/11 near the food lines but that the

additional income served not to increase current consumption but rather to improve

° The exceptions are the highest lines with household poverty in excess of 95 percent.
" The additional two exceptions are the lowest poverty lines.



homes and to acquire durable assets (which increase future consumption).” That is,
while both the government- and the improved PBM-definition food lines show an
unexpected increase in the poverty rate by the food line, the scorecard suggests that

long-term quality-of-life nevertheless improved for the poorest.

Section 2 below documents data and poverty lines. Sections 3 and 4 describe
scorecard construction and offer guidelines for use in practice. Sections 5 and 6 tell how
to estimate households’ poverty likelihoods and groups’ poverty rates at a point in time.
Section 7 discusses estimating changes in poverty rates over time. Section 8 covers
targeting. Section 9 places the scorecard here in the context of related exercises for
Malawi. The last section is a summary.

The appendix gives step-by-step instructions for how to compute hybrid
estimates of change with government- and old-definition poverty lines that combine a
baseline from the old 2004/5 scorecard and a follow-up from the new 2010/11 scorecard.

The “Guidelines for the Interpretation of Indicators” tells how to ask questions
(and how to interpret responses) so as to mimic practice in Malawi’s THS as closely as
possible. These “Guidelines” (and the “Back-page Worksheet”) are integral parts of the

Simple Poverty Scorecard tool.

* It is also consistent with the possibility that the relationship between scorecard
indicators and poverty differs for households near the food line vis-a-vis households near
100% of the PBM-definition national line (the line used to construct the scorecard).



2. Data, definitions of poverty, and poverty lines/rates

This section discusses the data used to construct and validate the scorecard. It
also documents the three definitions of poverty used here and the 22 poverty lines to

which scores are calibrated.

2.1 Data

Indicators and points for the new 2010/11 scorecard are selected (constructed)
based on a random half of the data from the 12,271 households in the 2010/11 THS,
Malawi’s most recent national consumption survey.

The half of the 2010/11 data that is used in scorecard construction is also used
to associate (calibrate) scores to poverty likelihoods for all poverty lines under the three
definitions of poverty.

To test the accuracy and precision of scorecard estimates, data from two
validation samples are used:

e The half of the 2010/11 IHS not used in construction/calibration
e All 11,280 households in the 2004/5 THS

Fieldwork for the 2010/11 IHS ran from 21 March 2010 to 20 March 2011.
Consumption is in MWK in average prices for Malawi as a whole as of
February/March 2010.

For the 2004/5 THS, fieldwork ran from March 2004 to April 2005, and

consumption is in average prices for Malawi as of February/March 2004.
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2.2 Poverty rates at the household, person, or participant level

A poverty rate is the share of units in households in which total household
consumption (divided by the number of household members) is below a given poverty
line. The unit of analysis is either the household itself or a person in the household.
Each household member has the same poverty status (or estimated poverty likelihood)
as the other household members.

To illustrate, suppose a program serves two households. The first household is
poor (its per-capita consumption is less than a given poverty line), and it has three
members, one of whom is a program participant. The second household is non-poor and
has four members, two of whom are program participants.

Poverty rates are in terms of either households or people. If the program defines
its participants as households, then the household level is relevant. The estimated
household-level poverty rate is the weighted” average of poverty statuses (or estimated

poverty likelihoods) across households with participants. This is

1-1+1- 1

1—10 = — = 0.5 = 50 percent. In the “1-1” term in the numerator, the first “1” is
_+_

the first household’s weight, and the second “1” is the first household’s poverty status

(poor). In the “1-0” term in the numerator, the “1” is the second household’s weight,

and the “0” is the second household’s poverty status (non-poor). The “1 + 1”7 in the

* The example here assumes simple random sampling at the household level. This
means that each household has the same weight, taken here to be one (1).
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denominator is the sum of the weights of the two households. Household-level weights
are used because the unit of analysis is the household.

Alternatively, a person-level rate is relevant if a program defines all people in
households that benefit from its services as participants. In the example here, the

person-level rate is the household-size-weighted” average of poverty statuses for

households with participants, or % = % = 0.43 = 43 percent. In the “3-17 term
+

in the numerator, the “3” is the first household’s weight because it has three members,
and the “1” is its poverty status (poor). In the “4-0” term in the numerator, the “4” is
the second household’s weight because it has four members, and the zero is its poverty
status (non-poor). The “3 +4” in the denominator is the sum of the weights of the two
households. A household’s weight is its number of members because the unit of analysis
is the household member.

As a final example, a program might count as participants only those household
members with whom it deals with directly. For the example here, this means that
some—but not all—household members are counted. The person-level rate is now the

participant-weighted average' of the poverty statuses of households with participants,

or % = % = 0.33 = 33 percent. The first “1” in the “1-1” in the numerator is the
+

" Given simple random sampling, a household’s person-level weight is the number of

people in the household.
" Given simple random sampling, a household’s participant-level weight is the number
of participants in the household.
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first household’s weight because it has one participant, and the second “1” is its poverty
status (poor). In the “2-07” term in the numerator, the “2” is the second household’s
weight because it has two participants, and the zero is its poverty status (non-poor).
The “1+ 27 in the de