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Introduction 
Considerable progress has been made in the two last decades with conceptualising poverty and 
measuring it. On the conceptual side, the main improvement has been to investigate different 
dimensions of poverty, including non-monetary forms of poverty, and to consider poverty as a 
multidimensional phenomenon. This has raised considerable challenges in the measurement of these 
dimensions and on the best way to render them in tools or indicators that would be easily usable by 
policymakers. Although exploring new dimensions improves our understanding of poverty and gives rise 
to more suitable policies, it also makes the measurement of poverty more complex. Broadening the 
spectrum of poverty serves to target the population that suffers from non-monetary deprivation. Yet it 
also raises the issue of coverage and leakage in targeting the poor. 

The convenience of condensing multiple dimensions into a single index is questionable both because it 
overlooks some dimensions of well-being that convey valuable information, and because it tends to mix 
up and confound dimensions that are better considered separately. Policymaking calls for the 
identification of the poor who suffer from specific deprivation in order to be able to apply suitable 
policies to each central poverty dimension. However, a “scoreboard” approach that addresses each 
dimension separately is not an adequate option since it ignores that there may be compounded effects 
arising from interactions between poverty dimensions. These interactions should also be integrated into 
policymaking. To sum up, there are different reasons for, and purposes of measuring poverty, and 
specific indicators may therefore be a more suitable option than a “one size fits all” option. Yet, since 
there are interactions between dimensions of poverty, be they monetary or non-monetary, a separate 
analysis of each dimension is not warranted or, at least, not sufficient. This explains why Nopoor 
research programmes place an emphasis on the examination of these interactions. 

Static approaches of poverty, even if they can capture many dimensions, tend to present pictures of 
poverty but do not tell us much on the making of poverty. Dynamics of poverty is now more often 
studied, through panel analyses (and there are several of these in the Nopoor project). Unfortunately, 
these studies are heavily constrained by the data which often are not designed specifically to observe the 
process or the making of poverty. Understanding the process of poverty (or of getting out of poverty) 
goes beyond the identification of some variables explaining the dynamics of poverty. It requires an 
improved framework and more relevant data, and the collection of such data is typically a costly 
enterprise. 

Toward a new framework for understanding and measuring multidimensional poverty 

There is wide recognition that poverty is a multidimensional phenomenon but there is much less 
agreement on how to measure multidimensional poverty. Two approaches seems to be opposed to each 
other: on one hand, there is the Alkire & Foster (AF) Multidimensional Poverty Index (MPI) which 
represents an improvement over previous attempts to measure poverty through a comprehensive index 
and, on the other hand, we have the approach of economists like Ravallion who favour a “dash board” 
approach in which multiple poverty dimensions are considered separately. The MPI of Alkire & Foster 
has not yet given an answer to central questions, in particular, how to define the cut-off and the weights 
attached to each component. In addition, considering poverty dimensions separately has the effect of 
ignoring interactions linked to the joint distribution of deprivations for the same individual/household 
(Duclos et al. 2006). 

It is thus necessary to better understand the interactions and correlations between different poverty 
dimensions (Razafindrakoto & Roubaud 2005, Ferreira 2011: 494). Implicitly, this approach was already 
defended by Kanbur’s & Squire when they stated that one of the major innovations in policymaking was 
the recognition that policies that combine different objectives were more effective in reducing poverty 
(Kanbur & Squire 2001). But for them, this implicit assumption was that monetary poverty is strongly 
correlated with other dimensions of poverty. Thus policies which fight monetary poverty should ipso 
facto have a positive impact on the different dimensions of non-monetary poverty. However, this 
statement was criticized by Razafindrakoto and Roubaud. The empirical evidence they gathered suggest 
that the correlation between the different dimensions of poverty is limited. 
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Understanding correlations and interactions between poverty dimensions requires rethinking poverty 
within a wider frame in which different forms of poverty related to different poverty dimensions are 
distinguished. But poverty should be distinguished not only according dimensions but also according to 
the chronic/transient condition, the compounded effects of multiple deprivation and its links to social 
exclusion, the factors linked to intergenerational poverty transmission not necessarily linked to 
deprivations but also to given initial unfavourable conditions. Social interactions and transformation 
processes transiting through markets, public decisions etc. may also play an important role behind 
insufficient outcomes. This may be particularly the case in the presence of discrimination (in its many 
dimensions) and negative neighbourhood effects.  

Inspired by recent research by Bourguignon, Ferreira. and Walton (2007), we present a new conceptual 
framework to think about poverty in which a distinction is made between conditions at the source of 
inequality of opportunities; transformation and social interaction processes, outcomes and agency. 
Unequal opportunities are related to inequalities that emerge as a result of initial conditions beyond the 
control (agency) of individuals. Birthplace (in remote rural areas without public services for instance), 
ethnic origin, family wealth, etc. are all important factors conditioning outcomes. Inequalities and 
poverty can also be transmitted from one generation to another through inequalities in agency 
(individual preferences for risk, effort, educational and job aspirations, etc.) and this also concerns 
generally the same social groups that suffer from inequalities of opportunities (there is most probably a 
double causality link between inequalities of opportunities and agency, reinforcing each other - Cling et 
al. 2006). Processes also matter for outcomes, in particular those that are directly related to income 
generation. Labour market rules are very often playing against deprived groups (discrimination and social 
capital instead of meritocratic rules are a pervasive phenomenon in developing countries’ labour 
markets). Access to formal credit is very limited to micro entrepreneurs and the quality (if not the access) 
of public educational systems are also generally poor. Each dimension has different causation channels 
and therefore requires specific policies 

The context 

Our way of understanding and measuring poverty has undergone important changes over the past ten 
years. Perhaps the most remarkable breakpoint came from Amartya Sen’s work. Poverty is no longer 
conceptualised and measured in terms of command over market goods and services (monetary poverty) 
only, but also appears to be determined by capabilities and functioning. Freedom to choose and effective 
attainments (functioning) reflect human wellbeing more closely than purely monetary measures. 

More recently, dissatisfaction with global indicators of economic performance and social progress, such 
as GDP per capita, has triggered further discussion on how to measure human progress. The 
recommendations of the Sen/Stiglitz/Fitoussi report stressed the need to not only consider non market 
dimensions but also take issues of economic and environmental sustainability into account. Equally 
emphasised in their report is the importance of considering both broad measures (e.g., life satisfaction) 
and narrow measures (job satisfaction, for instance) of subjective wellbeing. 

A third impulse was given by recent methodological developments proposed by Alkire & Foster (the 
Multidimensional Poverty Index- MPI) and research carried out mostly at Oxford’s OPHI. An elegant 
methodological proposition extending the FGT to the multidimensional case constitutes the cornerstone 
around which several development reports by international agencies (Human Development Report by 
UNDP) and national statistical institutes (Mexico, Colombia in Latin America) have been written. Other 
international agencies have developed their own but related approaches to multidimensional poverty 
(the “Better life” initiative of the OECD, and the Human Opportunity Index by the World Bank). 

Lastly, as a result of discussions around the post-2015 MDG agenda and the achievement of the goal of 
removal of extreme monetary poverty by most developing countries, a fresh debate has been initiated 
focusing on the need for a new set of multidimensional welfare indicators elaborated through a more 
participatory process and capable of ensuring environmental sustainability. Does this mean that 
monetary poverty indicators should be discarded, and could new goals be measured through the new 
Multidimensional Poverty Index (MPI) are questions that immediately arise in the wake of these new 
developments. 
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Before discussing the strengths and drawbacks of MPI, we will briefly say why we need poverty measures 
and how they determine the properties which indicators should satisfy. In the second section, we point 
to the main weakness of monetary poverty indicators. The third section then discusses the extent to 
which the new MPI innovates with respect to the Unsatisfied Basic Needs Index (UBN), which can be 
considered as the predecessor of Alkire & Foster 
index. The fourth section highlights the issues that 
the MPI has left unresolved. The fifth section draws 
the main conclusions and sketches the areas that 
need further research. 

 

1. Why do we need poverty 
measurements  

Following Birdsall (2011), the purpose of welfare 
indicators can be classified into three main 
categories: 

1. Technical objectives 

Poverty indicators should help define more effective 
policies. Targeting, monitoring and impact 
evaluation are the main components of the technical 
objectives. This also implies that these indicators 
should have technical specifications that allow to: 

 compare the poverty levels of different 
households/individuals, and regions within a 
country; 

 compare the evolution of poverty over time; 

 compare poverty levels between countries; 

 assess the impact of public policies. 

But poverty indicators should also help to define 
poverty reduction policies and this implies 
distinguishing between different forms of poverty, in 
particular, those forms of poverty associated with 
different causality chains and hence with different 
policies. For instance, transient poverty may be linked to uninsured risk, whereas chronic poverty may be 
more related to lack of (productive) assets. At each end, vulnerability and multiple deprivation point to 
different kinds of individuals/ households and consequences. Overcoming vulnerability may require 
more or less costly risk diversification strategies but helping individuals/households who cumulate 
deprivation along several mutually reinforcing dimensions is a much more complex challenge. It indeed 
requires that they are taken out of the poverty traps and social exclusion spirals into which they have 
been caught. 

Different forms of poverty need to be measured specifically: 

 vulnerability; 

 transient poverty; 

 chronic poverty; 

 multiple deprivation poverty. 

2. Aiming at changing the dominant discourse 

To modify the discourse about national priorities and to lay stress on previously neglected dimensions 
may be the main purpose of another category of indicators. Identifying which dimension contributes the 

Absolute objective monetary poverty 
indicators: main strengths and shortcomings 

 Monetary poverty measuring command over 
market goods and services is by far the most 
widely used poverty measure. Easy to understand 
indicators allowing for comparisons over time and 
across regions and linked to households’ current 
economic conditions.  

 The poverty line considered "socially necessary" 
spending in different dimensions (food, health, 
education, transport, housing, etc.). It is also 
implicitly a "multidimensional" indicator with 
relative prices as implicit weights. 

 Presupposes that there is a very strong correlation 
between monetary poverty and other dimensions 
of well-being. Deprivation in other dimensions 
would be a consequence of monetary poverty. We 
know that correlation is positive but not perfect. 

 However, monetary poverty does not consider the 
goods and services which are part of welfare but 
which don’t have market prices or are related to 
non-market dimensions (public services of health, 
education, safety, environmental quality...). 

 Designates as poor individuals in households 
whose incomes/expenditures are below the 
poverty line. Does not measure the realisation (the 
effective purchase of the basket) but only the 
possibility of reaching a given level of well-being. 

 Ignores the possible inequality within households 
(assumes equity in the distribution of resources. It 
excludes altruism/ egoist behavior). 
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most to multiple deprivations, for instance, may help redefine national priorities in order to tackle the 
main deprivation. 

3. Advocacy 

Finally, the purpose may consist of communicating better, reinforcing the efforts of relevant actors who 
advocate change. Also, by helping to make the situation of multiple deprived voiceless 
households/individuals more visible, these indicators may contribute to define policies that target this 
group more specifically. 

2. The multidimensional poverty index (MPI) 

1. Old wine in new bottle? Structural poverty and the Unsatisfied Basic Needs index (UBN) 

In the early 80’s, Paul Streeten set the ground for a new approach in measuring welfare (Streeten, 1981). 
GDP was perceived as insufficient to assess economic and social progress, particularly in developing 
countries where self-consumption and the predominance of informal economic transactions make 
aggregate monetary welfare indicators more difficult to measure and less relevant or meaningful. At that 
time, household surveys were scarce and the only micro-data available were census data. Those data 
presented the shortcoming of carrying information on very few welfare dimensions, mainly related to 
housing, education, and literacy. Measuring UBN posed the same kind of questions as the MPI: 

 The selection of dimensions is constrained, being determined by availability of census data.  

 How to combine cardinal indicators with ordinal indicators? 

 Determination of thresholds for continuous indicators (housing overcrowding, economic 
dependence) is arbitrary. 

 Equal weighting is implicitly assumed. 

 Dimension cut-off: deprivation along one dimension is enough to be considered as poor according 
to UBN (k=1). 

 Dimensionality problem: indicators that compose UBN do not necessarily apply to all households. 

 It combines outcome indicators with indicators reflecting conditions and opportunities. 

In 1989, Kaltzman proposed a new classification of the poor that combine the UBN and monetary 
poverty. Since unsatisfied basic needs are generally related to structural deprivations linked to a lack of 
household physical and human capital and since monetary income poverty reflects current deprivation in 
the command over goods and services, in the early phases of an economic crisis it is possible to find 
households whose incomes have fallen below the poverty line but do not have any unsatisfied need. 
These households will be labelled “recent poor”. Inversely, the households which are poor in terms of 
UBN but saw their incomes increase above the poverty line in the upturn of an economic cycle are the 
“inertial poor”. “Chronically poor” households, on the other hand, are those which have cumulated both 
forms of deprivation (income and UBN) while the non-poor along both dimensions are the “socially 
integrated” households. This classification has inspired further attempts made when household surveys 
and panel data became widely available in developing countries. Thus, the Mexican multidimensional 
poverty index considers income poor households with at least one unsatisfied basic need as “income 
vulnerable households” while those which earn sufficient incomes but are poor in terms of the UBN are 
labelled “vulnerable by social deprivations”. 
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Structural versus inertial poverty 

UBN: Poor if at least one deprivation  

Example: a country with 6 households, 5 deprivations each 

Equally weighted, deprivation threshold k = 2. 

 

 

H
o

u
se

h
o

ld
 UBN1 

Sum or index 

of UBN (∑UBN) 

Poor 
∑UBN>=

2* 
UBN

1 
UBN

2 
UBN

3 
UBN

4 
UBN

5 

1 0 1 0 1 0 2 1 

2 1 1 1 1 1 5 1 

3 0 0 0 0 0 0 0 

4 0 0 1 0 0 1 0 

5 0 1 1 1 1 4 1 

6 1 1 1 1 0 4 1 

Average        H=4/6 

=067 

LP: Poor if income or expenditure per capita < LP 

2 The OPHI MPI (Alkire& Foster) 

In this section, the Alkire-Foster MPI will be briefly presented underlining the normative dimensions that 
are considered as given. In particular we’ll discuss the MPI’s decomposition properties. 

 Are considered as given: 

 The relevant dimensions of well-being 

 The thresholds that define the poor in each of the dimensions 

 The weightings of each indicator within each dimension (implicitly assuming equal weighting). There 
is no discussion about which dimensions are inherently important and what dimensions has an 
instrumental value. 

 The MPI postulates in an arbitrary (and non-consensual) way an answer to each of the factors that 
define the MPI. 

a)  Description of the index (dimensions, indicators, thresholds, weights, aggregation, 
properties). 

The achievement matrix (assuming single indicators for each dimension) is shown below. Dimensions 
can be cardinal or ordinal. Each column corresponds to a dimension and each row to an 
individual/household. A single indicator per dimension is assumed in the example shown but this needs 
not always be the case (if there are multiple indicators for each dimension, then a set of weights and 
within-dimension cut-off should be determined). Using the cut-off of each dimension, we obtain the 
deprivation matrix in the next step. It is simply the result of the translation of each observation in the 0 
or 1 binary scale depending upon whether the household/individual is above or below each dimension 
cut-off. A vector exhibiting the number of deprivations by household/individual is then calculated. The 
censored deprivation matrix will determine who is multidimensional poor, according to whether the 
number of deprivations for a household/individual is below or above the dimensional cut-off (Alkire, S., J. 
Foster 2011, p.297).  
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Following unidimensional FGT indicators, the normalised censored gap matrix (for a cut-off 

parameter k=2) in the multidimensional setting is obtained by calculating the normalised gap for all 
cardinal variables. This is simply the poverty gap in each dimension (relative distance with respect to 
each dimension’s threshold). For instance, for individual 2, the poverty gap regarding the second 
dimension is equal to 5/12=0.42 where 5 is the deficit or gap relative to the cut-off level (12-7) and 12 is 
the cut-off level itself. For ordinal dimensions, the gap is set to 1. In the censored squared gap matrix, 
each cell of the normalised gap is squared. 

 

 
The multidimensional headcount can be adjusted by taking into account the mean deprivation 

rate of the poor (number of deprivations of the poor over the total number of dimensions considered). 
This is obtained by multiplying the unadjusted headcount by the intensity of deprivation. 
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The adjusted multidimensional headcount  

 

 
It is interesting to note that the value of the average multidimensional gap will depend on the 

particular mix of ordinal and cardinal deprivations that the multidimensional poor may suffer from. 
Comparing the adjusted mean multidimensional poverty gap in two regions (countries) or the same 
country/region over time would therefore also reflect the evolving deprivation mix. The reason is trivial: 
whereas the ordinal relative gaps are, by definition, always lower than 1, ordinal gaps are always equal 
to 1. Regions where ordinal deprivations predominate over cardinal deprivations will show higher values 
of the average adjusted multidimensional poverty gap. This also means that the implicit weights of the 
normalised gaps are not homogeneous: more weight is given to deprivations measured by ordinal 
variables (Alkire, S., J. Foster 2011, p.298). 

b) Comparing UBN and MPI OPHI methods 

The main drawback of the unsatisfied Basic Needs index (UBN) is that it cannot be broken down 
according to its dimensions and is not sensitive to the depth of deprivation. By contrast, the adjusted 
multidimensional headcount (HxA = Mo) satisfies these two properties, and it allows to assess the gaps 
and the severity of multidimensional poverty. In the example below, the incidence of multidimensional 
poverty according to the conventional UBN is 2/3 while it is only 1/2 when computed on the basis of the 
adjusted multidimensional index Mo. 

Example: a country with 6 households, 5 deprivations, deprivation threshold k = 2 

 
UBN1 

Sum or index 
of UBN (∑UBN) 

Poor 
∑UBN>=

2* 
Percentage of UBN 

Househo
ld 

UBN
1 

UBN
2 

UBN
3 

UBN
4 

UBN
5   

poor 
households 

all households 

1 0 1 0 1 0 2 1 2/5 2/5 

2 1 1 1 1 1 5 1 5/5 5/5 

3 0 0 0 0 0 0 0 
 

0 

4 0 0 1 0 0 1 0 
 

0 

5 0 1 1 1 1 4 1 4/5 4/5 

6 1 1 1 1 0 4 1 4/5 4/5 

Average 
A=(15/5)/4= 

0.75 
Mo=(15/5)/6=

0.5 

Source: Robles, M. (2012): Pobreza multidimensional: Lecciones de América Latina. 

Decomposing by population groups and by deprivation dimensions 

In response to critics who are uncomfortable with the collapsing of all poverty dimensions into a single 
index, MPI advocates argue that the index actually enables not only subgroup decomposition (as in the 

The non-adjusted multidimensional headcount: 
H=2/4 
Intensity (mean deprivation rate of the poor): 
A=[(2/4)+(4/4)]/2= ¾ 
The adjusted multidimensional headcount: 
Mo=HxA=3/8. 

Mo= μ(g
o

(k)) the average of the deprivation censored matrix. 

i.e. The sum over c(k)=6 and the dimension of the array is 4x4=16. The adjusted incidence =6/16= 
3/8, that is to say, the total number of deprivations of the poor as a proportion of the maximum 
number of deprivations. 
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case of one-dimensional FGT) but also a decomposition of the contribution of each dimension to the 
adjusted headcount MPI. As noted by Alkire and Santos, “The measures can be expressed as the 
weighted sum of the censored deprivations by indicator,” and, “Strictly speaking, this is not 
decomposability in terms of indicators because it requires the identification step in the first place, and 
decomposes the censored matrix,” (Alkire & Santos 2013, emphasis added). In other words, it is only 
among multidimensional poor that group decomposition is possible. If any particular group happens not 
to be multidimensionally poor, then it would “not count” in the population group disaggregation. 
Similarly, in computing the contribution of each dimension to the MPI, only the dimensions of the 
multidimensional poor are considered. If policymakers want to identify a particular issue related to a 
deprivation dimension that is not correlated with other dimensions, it is likely that this dimension will 
“not contribute” to the overall MPI and will therefore go unnoticed. Targeting the multidimensional poor 
only on the basis of poverty dimensions that “contribute” to the MPI may nevertheless pose ethical 
problems and miss critically important poverty dimensions. 

c) Assessment of Alkire & Foster MPI: some unsettled issues 

Why are multidimensional poverty indicators needed? 

 Dissatisfaction with the monetary poverty indicator. The correlation between the indicator of 
monetary poverty and other poverty dimensions is not perfect (leading to targeting errors). 

 New welfare approaches defining poverty not as the possibility of obtaining results (focusing on 
available resources), but as the deprivation of capabilities and functioning in multiple dimensions 
(having good health, education, safety, decent employment, etc.).  

 Anti-poverty programmes focused on outcomes (conditional transfer results in education, health, 
etc.). The targeting, monitoring and evaluation of these programmes need indicators covering those 
dimensions. 

Why collapse multiple poverty dimensions into a single MPI? 

In this section, we will examine arguments for and against collapsing multiple poverty dimensions into a 
single index. In which case is a single index a better option than more disaggregated approaches? Next, 
we’ll review some of the properties of Alkire & Foster MPI and some pending issues. We end this section 
with some elements that could overcome the MPI drawbacks. 

First of all, it is important to note that the debate over the MPI aggregation issue is not about the need 
to consider multiple poverty dimensions versus single dimension monetary poverty indicators. The core 
of the discussion is about the need (or the possibility) to meaningfully combine different poverty 
dimensions into a single index or adopt a “dashboard” approach in which every single dimension is 
considered separately. In other words, accepting the fact that poverty is a multidimensional 
phenomenon does not mean that we should “reduce” all of them into a single index. 

Before discussing the specific problems posed by aggregation, we need to ask what are its advantages 
and disadvantages with regard to the selected purpose of measuring poverty. If the purpose is to identify 
the poor (who are the poor?) in order to combat poverty, we could say, as Ravallion has pointed out, 
that the MPI is not an adequate approach. One argument is that policymakers will not know what kind of 
policy to implement if the decision has to be based on a single (averaged) poverty index. Deprivations in 
different dimensions require different sorts of policies (health, education, etc.). Thus Ravallion concludes 
that, “Forming a single (uni-dimensional) index may not be particularly sound policymaking,” (Ravallion, 
2011:237).  
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Another line of argument has to do with the identification of who is poor. Since k, the dimension cut-off 
is generally greater than 1 (otherwise most of the population will be considered as poor and one-
dimensional poor will be confused with multidimensional poor individuals), this means that we’ll ignore 
one poverty dimension, which will be considered as non-relevant in identifying the poor. Worse still, 
since practice in most of the MPI implementations is that all dimensions have the same weight, the 
ignored dimension may vary from individual to individual. These would mean that some individuals, 
which happen to be poor in just one dimension, will be ignored by public policy since they will be out of 
reach for targeting. If the ignored dimension is crucial for survival (food or health access, for instance), 
then adopting a single index will be more harmful than useful. However, it is hard to accept that there is 
no hierarchy among poverty dimensions, rejecting 
the idea that some are more essential than others 
(see more on this below)1.  

In the same way as transient poor and chronic poor 
have different characteristics and causes and 
therefore call for different kinds of poverty reduction 
policies, multi-deprived households/individuals and 
poor people in just one dimension do not necessarily 
share the same attributes. In many cases, multiple 
deprivations will lead to chronic poverty. It would be 
harder for an individual to escape monetary poverty 
if he lacks health and adequate housing with access 
to public services. There are also more or less strong 
interactions between poverty dimensions. For 
instance, lacking access to safe water will undermine 
health and accentuate child malnutrition. Moreover, 
combining deprivations in several dimensions may 
have an effect that goes beyond the sum of 
individual-dimension effects. Cumulative 
deprivations may lead to social exclusion which will 
be harder to reverse, even if the individual 
overcomes deprivation in one or more dimensions. 
In other words, there may be a compounded effect 
of multiple deprivations.  

The unit of analysis 

All poverty indicators, whether based on monetary poverty or capabilities, whether uni-dimensional or 
multidimensional, aim to measure the individual’s welfare. However, in the case of monetary poverty, 
the household’s resources (income and expenditure) are compared to a poverty line in order to identify 
the poor. The implicit assumption made is that income and consumption expenditure are distributed 
within the household proportionally to each member’s needs. This is a strong assumption and actually 
very difficult to study empirically since intra-household consumption and income distribution data are 
scarce if not non-existent. However, some research on adult versus child expenditure reveals complex 
situations in which altruist and egotistical behaviour may well be present (i.e. Deaton, Duflo & Banerjee). 

In the case of the MPI, capabilities and functionings clearly refer to individuals and there is no need to 
assume within-household equity. However, in applied measures, some dimensions/indicators refer to 
individuals and others to the household as a whole. More specifically, individual attainment indicators 
concern particular members and their domain deprivation is assigned to the entire household. Thus we 
have a sort of mixed approach to within-household inequalities.  

                                                           
1
 In the case of the Mexican MPI, one dimension (monetary poverty) is considered as a crucial dimension and 

combined with the single index which includes the other poverty dimensions (see below for a discussion of national 
experiences). 

The synthetic poverty index vs. multiple 
indicators dilemma 

 If K=1, the population% is very large (and 
increases with the number of dimensions), 
the targeting loses meaning. 

 It is necessary to disaggregate the MPI, but 
decomposition is misleading. The 
contribution of each dimension is broken 
down only for those who have been classified 
as multidimensional poor. If K>=2, this means 
that a dimension (not always the same for all 
the poor) may be ignored. 

 We need indices indicating the achievements 
(or deficits) achieved in each dimension in 
each region. 

 Specific policies need to be defined that may 
have a positive impact on each dimension 
(employment promotion, education 
improvement, health services, etc.). Different 
forms of poverty may have different 
determinants and require different types of 
policies. The diagnosis of poverty must be 
accurate if the populations and the causes in 
each dimension are different. 
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Including group-specific indicators poses a dimensionality problem that needs to be tackled. This 
problem arises when no member of the household belongs to the specific group (for instance, education 
indicators concern only households with children). How then can dimensions be aggregated across 
households when the indicator/dimension is not relevant for some households? The MPI approach 
needs to be able to examine deprivation in its entirety simultaneously for a single individual and 
heterogeneity in dimensionality poses the problem of aggregation. 

The question can be turned the other way round: shouldn’t we consider, besides general capability 
indicators, other indicators specific to particular population groups (children, women, ethnic groups, 
people with disabilities, the elderly, etc.)? If the answer is positive then including these specific 
population welfare indicators will firstly clearly point to considering the individual as the observation unit 
instead of the household and will secondly imply that aggregation across all individuals is not a desirable 
thing. 

Which dimensions should be considered? 

Moving away from monetary poverty towards a capability approach implies considering all the 
dimensions that “people value and have reason to value”, as Sen puts it. Setting aside for the moment 
the issue of which or how dimensions should be chosen, we’ll consider the question of the nature of the 
dimensions considered in applied MPI measurements. One striking fact is that very rarely have 
dimensions not considered before been included in the MPI. Generally, classic unsatisfied needs 
indicators (education, health, public services) are included. Little attention is paid to important non-
market dimensions such as citizenship, vulnerability, political freedom, and social exclusion. The main 
reason why these non-market welfare dimensions are absent from most MPI measures is because of 
data constraints. So in some way, like the joke about the drunk who loses his keys and looks for them 
only under the lamppost where he can see better, economists are also victims of the streetlight effect 
since they seek the poverty dimensions to be included in the light of variables already present in existing 
household surveys. Another reason stems from the fact that the MPI needs data on all dimensions for 
every individual/household, but some relevant dimensions are scattered across several surveys where 
individuals/households cannot be matched.  

Lastly, it is important to note that the multidimensional approach (as well as monetary poverty) 
considers poverty as a specific attribute of persons/households. Little, if any, attention is paid to welfare 
dimensions that go beyond the household or the individual. Neighbourhood insecurity, lack of 
democracy, high inequality, poor environmental conditions and so on are all dimensions that “people 
value and have reason to value” as is revealed by numerous opinion polls. An effort is needed to 
measure these dimensions and not to be limited to what current surveys measure. 

Though the MPI proposed by Alkire & Foster has the capability approach as its conceptual frame, in 
practice, dimensions referring to attainments are combined with other indicators reflecting the means to 
reach some functioning. The clearest example is given by the presence in some MPIs (the case of the 
Mexican MPI) of monetary poverty among the different poverty dimensions. 

Once open to the fertile economist’s mind, the number of dimensions and indicators could be very high 
and since all the weights need to add to 1, the consequence if too many are chosen is that (under an 
equal weighting scheme) individual dimension (indicator) weights will tend to zero. 

Acknowledging that poverty is multidimensional is not the sole criteria to be considered when 
developing poverty indicators. Poverty measurement needs a conceptual setting that distinguishes 
conditions, agency, processes and outcomes. Some dimensions are more important than others; some 
are instrumental while others may be linked to intrinsically important capabilities.  

Considering poverty as merely an individual attribute has resulted in the overemphasis of outcomes 
detrimental to conditions, agency and processes that are related to the inequality of opportunities, 
intergenerational poverty, and poverty traps, among other forms in which deprivation manifests itself. 
The conditions and processes that result in the multidimensional poverty of social groups also call for 
attention. 
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Setting weights 

Before setting the numerical values of the weights, a question should first be asked. To what extent are 
the dimensions correlated or are they complements? If they are correlated, the weights should take the 
union form whereas, if they are complements, the weights should take the intersection form (Atkinson, 
2003). Notice that we’re concerned here with aggregation at the individual level (the Index of Human 
Poverty proposed by Anand and Sen is a weighted average of three sub-indices, each calculated 
separately without taking into account multiple deprivations for the same individual/household (Anand 
and Sen, 1997). Here we’re concerned with multiple deprivations for each individual/household since the 
repercussions on the quality of life go beyond the sum of their individual consequences/effects. We 
therefore need to examine the joint distribution of deprivation. 

In applied measurement, the different dimensions have their own, separate weights. However, 
interactions between the dimensions are not considered (independence among dimensions is assumed). 

Setting the cut-offs 

Multidimensional poor are considered to be those individuals who are members of households that 
accumulate deprivation in different dimensions of well-being. If the dimension threshold is more than 1 
(k>1), this means that there will be individuals with deprivation who are not considered as poor. The 
Alkire & Foster MPI focuses only on the multiple deprived poor, which is a subset of total poor. This 
choice also has implications for multidimensional poverty decompositions (by dimensions and by group) 
since only the multidimensional poor would be considered. Each dimension’s incidence will be related to 
the total incidence of that dimension across the multidimensional poor and not across all 
individuals/households deprived in that dimension. 

Who should produce the MPI (and how)? 

Poverty indicators play a central role in public debate in many countries. They render the usually 
voiceless poor visible, helping to put the subject on the public discussion agenda. Poverty reduction is 
also one of the government’s major accountability dimensions. In order to be accepted, any poverty 
indicator (the MPI is no exception) should be easy to understand and normative choices need to be 
transparent and widely accepted. A national consensus is thus needed over poverty figures. Atkinson has 
insisted on the need to have a national official poverty report produced by the national statistical 
institute (Atkinson, 1998) because of the need to attain a consensus on an outcome in order to monitor 
and evaluate public policies. Poverty indicators should be considered as some sort of public good, a 
performance target comparable across time periods. 

Given the large number of normative decisions to be taken when constructing an MPI (decisions on the 
observation units, the dimensions to be considered, the indicators to be selected in each dimension, the 
cut-off for each indicator, the cut-off for the dimensions, and the weight to be assigned), the number of 
possible combinations is even higher. This means that if an MPI is to be developed by individuals or 
private institutions, outside of public debate, there will be no general consensus over the poverty figures 
produced by different poverty assessments (within the same general framework), making public debate 
and government accountability very difficult, if not impossible. 

All in all, constructing an MPI should belong to public debate, which should not be restricted to some 
experts’ individual judgments. Lack of transparency over normative choices, complicated formulae and 
the proliferation of MPIs calculated by experts do not help put the MPI at the centre of poverty 
monitoring and accountability.  

OPHI has identified five criteria to select relevant dimensions, thresholds and weights (OPHI 2012): 

1. Non-normative approaches, which seek to bypass normative judgments altogether. 

2. Approaches deriving normative judgments from individual preferences. 

3. Approaches deriving normative judgments from behavioural patterns. 

4. Approaches basing normative judgments on the views of qualified decision-makers. 

5. Approaches that seek to avoid the pitfalls of paternalism and adaptive preferences associated with the 
aforementioned approaches. 
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Each of the different options has serious drawbacks. An expert’s opinion will lack necessary consensus 
and may be viewed as “paternalistic” (besides the fact that there will be as many MPIs as experts setting 
different MPIs’ exogenous parameters). On the other hand, participatory approaches come up against 
the individual’s self-selection in the focus group. Relying on representative population surveys faces the 
problem of endogenous adaptive preferences correlated to poverty. Limited aspirations and lack of 
agency are pervasive problems that may “pervert” dimensions and weight estimated from surveys. Lastly, 
a rights-based approach may help with selecting poverty dimensions only in the case where democratic rules 

guarantee collective judgments about the dimensions that count for people. As OPHI puts it,  “None of these 
can be answered through methodological or technical responses alone, and each will require a 
genuine cross-disciplinary effort, not only to understand the ethical and philosophical implications of 
different choices regarding functional forms, weights, etc., but also to ensure that the responses we 
generate are articulated with the tools and language that is useful to economists and other social 
scientists” (OPHI 2012, p.1) 

To conclude, setting dimensions, indicator thresholds, dimension cut-off and weights are still part of the 
research agenda whereby ethical issues should be considered alongside economic and technical issues. 
According to OPHI, settling these issues calls for a broader theory of social justice: “Getting the balance 
right between these two concerns (avoidance of paternalism, and avoidance of subjective biases in 
preferences) lies at the heart of the problem of devising a viable methodology for making value 
judgments in the construction of such indices, and is, arguably, at the heart of the broader problem of 
devising a theory of social justice” (OPHI, Value Judgments workshop, 28-29 June 2012). 

3. The Colombian and Mexican MDI measurement experiences 

In this section we present the Colombian and Mexican experiences in measuring MPI. They are the first 
national official MPIs to be implemented. In both countries, poverty targeting and monitoring policy 
strategies are defined taking into account multidimensional poverty.  

The official Colombian MPI 

When Colombia’s President Juan Manuel Santos launched the multidimensional poverty index, he stated 
(24/08/2011): 

"That was one of the purposes from the beginning. We need to correctly measure poverty in order to 
then be effective in designing policy for its reduction (...) And that new approach, because there are 
different ways of measuring poverty, as there are different ways to measure many of the efforts of a 
Government, many of the public policies, the other approach that has Oxford University - which I 
think is also a pioneer, it is a new way of measuring the poverty - I understand that only Mexico and 
Colombia in Latin America are using this methodology, so that helps us much to validate what we 
are doing". 

Clearly, the policymakers in Colombia were expecting disaggregate poverty indicators to enable them to 
monitor and design poverty alleviation programmes tackling specific (sectorial) poverty dimensions. 
Households cumulating various deprivations are also the focus of targeted poverty programmes (“Más 
familias en Acción”), but there is still much room for new (combined) approaches to address the issue of 
the causes and impacts of multiple deprivations. MPIs were adapted to indigenous people’s specific 
deprivation dimensions and weights. Households graduate from extreme poverty programmes if the 
household is no longer in extreme poverty and not multidimensionally poor.  
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In Colombia, public policy is not only based on multidimensional poverty but also considers monetary 
poverty. The dimension cut-off in the official MPI is determined on the basis of statistical criteria 
(statistical precision and robustness) and the MPI’s sensitivity to different K-values. The official K is 0.33 
(5 deprivations out of 15). This seems an inconsistent way of setting the k parameter since the number of 
deprivation indicators varies by dimension and, given that each indicator has an equal weight, equally 
sharing the dimension’s total weight, this implies that the same k cut-off may reflect deprivation in more 
or less dimensions. Cut-off values should be set separately for indicators within dimensions and for the 
dimensions themselves. 

Colombia’s multidimensional poverty measurement: dimensions, achievements, indicators, cut-offs 

Dimensions Variable Indicator Cut-off 

Household 
education 
conditions (0.2) 

Educational achievement (0.1) 
Average education level for people 15 and 
older living in a household 

9 years 

Literacy (0.1) 
Percentage of people living in a household 15 
and older who know how to read and write 

100% 

Childhood and 
youth conditions 
(0.2) 

School attendance (0.05) 
Percentage of children in the household from 
ages 6 to 16 who attend school 

100% 

No school lag (0.05) 

Percentage of children and youths (7–17 
years old) in the household who are not 
suffering from school lag (according to the 
national norm) 

100% 

Access to childcare services 
(0.05) 

Percentage of children aged 0 to 5 in the 
household who simultaneously have access to 
health, nutrition and education 

100% 

Children not working (0.05) 
Percentage of children 12-17 years old in the 
household who are not working 

100% 

Employment (0.2) 

No one in long-term 
unemployment (0.1) 

Percentage of a household´s EAP that is not 
facing long-term unemployment (more than 
12 months) 

100% 

Formal employment (0.1) 
Percentage of a household´s EAP that is 
employed and affiliated with a pension fund 
(formality proxy) 

100% 

Health (0.2) Health insurance (0.1) 
Percentage of household members over the 
age of 5 who are insured by the Social 

100% 
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Dimensions Variable Indicator Cut-off 
Security Health System 

Access to health services (0.1) 
Percentage of people in the household with 
access to a health institution where necessary 

100% 

Access to public 
utilities and 
housing conditions 
(0.2) 

Access to water source (0.04) 

Urban households are considered deprived if 
they are not connected to a public water 
system. Rural households are considered 
deprived when the water used to prepare 
food comes from a well, rainwater, a spring 
source, water tank, water carrier or other 
source. 

1 

Adequate elimination of 
sewer waste (0.04) 

Urban households are considered deprived if 
they lack a public sewer system. Rural 
households are considered deprived if they 
use a toilet without a sewer connection, a 
latrine or simply do not have a sewage 
system. 

1 

Adequate floors (0.04) 
Households with dirt floors are considered 
deprived. 

1 

Adequate external walls 
(0.04) 

An urban household is considered deprived 
when the outside walls are built from 
untreated wood, boards, planks, guadua or 
other vegetation, zinc, cloth, cardboard, 
waste material or when no outside walls 
exist. A rural household is considered 
deprived when outside walls are built from 
guadua or other vegetation, zinc, cloth, 
cardboard, waste materials or if no outside 
walls exist. 

 

No critical overcrowding 
(0.04) 

Number of people sleeping per room, 
excluding the kitchen, bathroom and garage 

Urban: 3 
or more 
people 

per room 
Rural: 
More 
than 3 
people 

per room 

Source: Angulo et al. 2013:17. 

The official Mexican MPI 

In 2009, the Mexican government adopted a multidimensional poverty index. Based on a constitutional 
rights approach, seven social rights deprivation dimensions were considered (educational gap, access to 
health services, access to social security, housing quality and spaces, basic services in homes, access to 
food and the degree of social cohesion). The monetary income poverty indicator is also part of the MPI, 
but it is taken as a supplementary fixed-dimension (which amounts to giving it a 50% weight). Equal 
weights are assigned within each dimension and between the other dimensions.  

Inspired by early approaches (see the reference to Kalzman above), non-monetary forms of poverty are 
combined with monetary poverty in order to identify the multidimensional poor. Those households with 
one or more deprivations and whose incomes are below the poverty line are the multidimensional poor 
and those in the same situation but above the poverty line are vulnerable by social deprivations. 
Households with no deprivations, but income poor are the income vulnerable. 
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Multidimensional Poverty Identification, Mexico 

  
Source: CONEVAL 

A further distinction is made within the multidimensional poor (socially deprived poor and monetary 
poor). Those households with income below the extreme poverty line and presenting three or more 
social deprivations are considered as “extreme multidimensional poor” and are designated as a priority 
group for public policy. 

Mexican multidimensional poverty measurement 

 Weights 

Economic well-being space  

Monetary poverty 1/6 

Social rights domains  

Educational gap 1/6 

Access to health services 1/6 

Access to social security 1/6 

Access to food 1/6 

Quality of living spaces 1/6 
Source: CONEVAL 

4. Policy Implications 
As we have seen, circumstances responsible for inequalities of opportunities and agency interact and 
reinforce each other, leading most likely to poverty traps. Which initial and exogenous circumstances are 
most relevant in accounting for inequalities of opportunities will depend on the national context. In the 
case of India, for instance, belonging to lower castes will be associated with both fewer opportunities 
than the rest of the population and inequality of agency. In the case of Latin America, ethnicity is one of 
the main factors associated with inequalities of opportunities and agency. Improving agency calls for 
specific policies and these policies should complement policies designed to improve opportunities and 
outcomes. Walton proposed the following set of policies to target these dimensions. He further 
distinguished between policies targeting particular subordinated deprived groups, universal policies 
tackling issues relevant to the deprived groups but not conditioned by membership and policies 
influencing cultural processes aiming to improve the subordinated groups’ agency (Walton, 2007:48). 

Policy dimensions and approaches can be combined to create policies addressing both inequality of 
opportunity and agency. This can be seen in India’s move to promote equality of opportunities for 
deprived castes by means of reservation in jobs and schooling, but also via political reservation in order 
to ensure political representation and voice for deprived subordinated castes and tribes. These group-
specific policies are designed both top-down as a result of intense intellectual and political debate and 
bottom-up in specific areas of the country where socio-economic and cultural structures are conducive 
to change.  
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Among the “universal targeted” policies that address deprived groups’ conditions, the redistribution of 
resources (land in the case of indigenous rural populations), improved access to and quality of education, 
health and credit will improve opportunities and outcomes. Promoting individual registration (those 
without a national identity card cannot vote, travel abroad, conduct commercial transactions, buy 
property, etc.) will help reduce inequalities of opportunity. Transforming the social and economic 
processes by focusing on labour markets, access to credit, making education systems more efficient and 
improving public decision-making processes by promoting democratic and meritocratic rules, fighting 
corruption and improving market functioning are also important elements in the new generation of anti-
poverty policies. One of the main lessons of recent research is that tackling inequalities of outcomes with 
redistributive policies is not enough to sustainably reduce poverty. It is also necessary to promote 
equality of opportunity, improve the transformation and social interaction processes, and tackle the 
thorny issue of inequality of aspirations with policies designed to influence the cultural processes. 

Policy implications will differ depending on different approaches and objectives 

 Policies to balance group-based 
opportunities and outcomes 

Policies to increase the agency 
of deprived groups 

Preferential policies 
conditional on group 
membership 

Reservations in jobs and schooling 
Political reservations for 

specific groups 

“Tribal” policies 
Targeted top-down political 
mobilisation 

“Universal targeted” policies 
designed to tackle specific 
group conditions, but with 
no group membership 
condition 

Access to land, education, credit, communal 
resource management, etc. in areas and 
activities important to dalits and adivasis 

Universal suffrage. Increased 
information and accountability 

Actions influencing cultural 
processes 

Education with attention to identity, 
language of deprived groups 

Land policy adapted to adivasi practices 

Bottom-up social mobilisation, 
deliberation and political culture 

Source: Walton (2007:68) 
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5. Conclusions 
There is a broad consensus on the need to consider the various dimensions of well-being. The main 
difference between monetary poverty indicators and the MPI lies in the capability approach and not in 
the fact of considering multiple dimensions itself. Another difference lies in considering non-market 
dimensions, but there is much more scope to include non-traditional dimensions that extend beyond 
individual attributes.  

The convenience of reducing multiple dimensions into a single index is questionable because it wipes out 
the dimensions of well-being that convey valuable information. Policymaking needs to identify the poor 
who suffer specific deprivations in order to put in place suitable policies in each poverty dimension. A 
“dashboard” approach considering each dimension separately is not a suitable option since it overlooks 
the possibility of combined effects arising from interactions between poverty dimensions. These 
interactions between poverty dimensions should be also factored into policymaking. 

However the MPI, if suitably put together, identifies the individuals/households suffering multiple 
cumulative deprivations. The identification and targeting of this population could meet society’s priority 
to tackle the most severe forms of poverty first. Conversely, aggregating all dimensions into a single 
index will not allow for any useful assessment of poverty to be able to inform policymakers about what 
to do. There are different reasons and purposes for measuring poverty and specific indicators may be a 
more suitable option than “one size fits all”.  

Methodology proposed by Alkire & Foster takes essential measurement aspects as given: the dimensions 
to be considered, the indicators within each dimension and their respective cut-offs, each dimension 
threshold, dimension weights, and the number of deprivations required to be multidimensional poor. 
This indeterminacy leaves the door open for the coexistence of multiple variants of the same MPI, 
making it very hard to achieve the necessary public consensus, not to mention ownership and 
accountability. 

In empirical applications, non-monetary dimensions that have not been measured before are rarely 
considered. In very few cases, or almost never, are aspects such as insecurity, domestic violence, human 
rights and citizen participation included. 

Households with multiple deprivations, as well as chronically poor households, are likely to be trapped in 
intergenerational poverty transmission, generating inequality of opportunity. This requires specific 
targeting and policies. The effect of cumulated poverty dimensions will depend on the particular mix of 
poverty dimensions faced by the same individual/household. But little is known about these cumulated 
effects. We need to explore the joint distribution and the interactions between different dimensions of 
poverty. 

Empirical MPI measures should tie in more with the conceptual capabilities framework. In particular, 
normative decisions should be grounded in a participatory approach. Between the expert’s “paternalism” 
and the “adaptive” preferences of low-agency individuals, there is room for further research to put a 
figure to normative parameters. This is the major challenge that MPI actually faces. 
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