OVERVI

EW

POVERTY AND
SHARED PROSPERITY

2020

OF FORTUNE







POVERTY AND
SHARED PROSPERITY

2020

Overview

REVERSALS OF

FORTUNE

@ WORLD BANKGROUP



This booklet contains the overview from Poverty and Shared Prosperity 2020: Reversals of Fortune,
doi: 10.1596/978-1-4648-1602-4. A PDF of the full report is available at https://openknowledge
.worldbank.org/ and http://documents.worldbank.org/, and print copies can be ordered, when
available, at www.amazon.com. Please use the final version of the report for citation, reproduction,
and adaptation purposes.

© 2020 International Bank for Reconstruction and Development / The World Bank
1818 H Street NW, Washington DC 20433
Telephone: 202-473-1000; Internet: www.worldbank.org

Some rights reserved

This work is a product of the staft of The World Bank with external contributions. The findings, interpre-
tations, and conclusions expressed in this work do not necessarily reflect the views of The World Bank, its
Board of Executive Directors, or the governments they represent. The World Bank does not guarantee the
accuracy of the data included in this work. The boundaries, colors, denominations, and other information
shown on any map in this work do not imply any judgment on the part of The World Bank concerning the
legal status of any territory or the endorsement or acceptance of such boundaries.

Nothing herein shall constitute or be considered to be a limitation upon or waiver of the privileges and
immunities of The World Bank, all of which are specifically reserved.

Rights and Permissions

(©FOoM

This work is available under the Creative Commons Attribution 3.0 IGO license (CC BY 3.0 IGO)
http://creativecommons.org/licenses/by/3.0/igo. Under the Creative Commons Attribution license, you
are free to copy, distribute, transmit, and adapt this work, including for commercial purposes, under the
following conditions:

Attribution—Please cite the work as follows: World Bank. 2020. “Poverty and Shared Prosperity 2020:
Reversals of Fortune” Overview booklet. Washington, DC: World Bank. License: Creative Commons
Attribution CC BY 3.0 IGO

Translations—If you create a translation of this work, please add the following disclaimer along with the
attribution: This translation was not created by The World Bank and should not be considered an official
World Bank translation. The World Bank shall not be liable for any content or error in this translation.

Adaptations—If you create an adaptation of this work, please add the following disclaimer along with the
attribution: This is an adaptation of an original work by The World Bank. Views and opinions expressed in
the adaptation are the sole responsibility of the author or authors of the adaptation and are not endorsed by
The World Bank.

Third-party content—The World Bank does not necessarily own each component of the content con-
tained within the work. The World Bank therefore does not warrant that the use of any third-party-owned
individual component or part contained in the work will not infringe on the rights of those third parties.
The risk of claims resulting from such infringement rests solely with you. If you wish to re-use a compo-
nent of the work, it is your responsibility to determine whether permission is needed for that re-use and
to obtain permission from the copyright owner. Examples of components can include, but are not limited
to, tables, figures, or images.

All queries on rights and licenses should be addressed to World Bank Publications, The World Bank
Group, 1818 H Street NW, Washington, DC 20433, USA; e-mail: pubrights@worldbank.org.

Cover design: Patricia Hord.Graphik Design


https://openknowledge.worldbank.org/�
https://openknowledge.worldbank.org/�
http://documents.worldbank.org/�
www.amazon.com�
www.worldbank.org�
http://creativecommons.org/licenses/by/3.0/igo�

Contents

Foreword
Acknowledgments
About the Team

Overview
Poverty reduction was slowing before the crisis

Shared prosperity was positive for the period 2012-17, but gains were
uneven and slowing

COVID-19, conflict, and climate change have reversed the gains in poverty
eradication for the first time in a generation

COVID-19, conflict, and climate impacts will change the profile of
the global poor

Conclusion: Tackling the crisis while looking to the long term
Notes
References

vii

Xi

15
18
19







Foreword

The mission of the World Bank Group is to work with countries toward alleviating extreme
poverty and boosting shared prosperity through inclusive, sustainable growth. Today, with
COVID-19 sweeping across the globe, a historic global recession, and the world’s poorest
bearing the brunt of the crisis, good development outcomes are both more difficult and more
essential.

As countries work to address these converging shocks, the World Bank Group’s new
report, Poverty and Shared Prosperity 2020: Reversals of Fortune, presents new data, original
economic simulations and forecasts, and analysis that provide insight into the roots of the
current reversal of economic fortune, what it means for the world’s poorest, how countries are
taking action to address this crisis, and how to put poverty reduction and development back
on track.

The human cost of COVID-19 is immense, with hundreds of millions of people in the
developing world reversing back into poverty. The report's projections suggest that, in 2020,
between 88 million and 115 million people could fall back into extreme poverty as a result of the
pandemic, with an additional increase of between 23 million and 35 million in 2021, potentially
bringing the total number of new people living in extreme poverty to between 110 million and
150 million. Early evidence also suggests that the crisis is poised to increase inequality in
much of the world. The crisis risks large human capital losses among people who are already
disadvantaged, making it harder for countries to return to inclusive growth even after acute
shocks recede.

Our Poverty and Shared Prosperity 2020 report jointly analyzes three converging forces
that are driving this increase in global poverty and that threaten to extend its effects far into
the future: COVID-19, armed conflict, and climate change. Climate change may drive about
100 million additional people into poverty by 2030, many of whom reside in countries affected
by institutional fragility and armed conflict, and where global extreme poverty is increasingly
concentrated. Facing these multiple shocks, nations will need to work on many fronts to save
lives and livelihoods, provide for their most vulnerable citizens, and restart inclusive growth.

This report provides new evidence on emerging “hot spots,” where multiple threats to poor
people’s lives and livelihoods converge. Many of these hot spots are in Sub-Saharan Africa, a
region now expected to be home to about a third of the people who are newly impoverished
by COVID-19. The World Bank Group has stepped up its support for regions in which extreme
poverty is increasingly concentrated, armed conflict is disproportionately prevalent, and large
populations face severe risks linked to climate change, from flooding to locust swarms. We
are working on a multitude of urgent issues, including food support, digital connectivity, and
equitable access to COVID-19 diagnostics, therapeutics, and vaccines.
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As we look beyond immediate responses to the pandemic, policy makers should remain
attentive to broader development challenges. Even before the pandemic, development for
many people in the world's poorest countries was too slow to raise their incomes, enhance
living standards, or narrow inequality. During the recovery period, nations must look to
reengage with a longerterm development agenda that includes promoting sustainable and
inclusive growth, investing in human capital, and improving the quality of public administration
and services while upholding political legitimacy, and ensuring that debt levels remain both
manageable and transparent.

Well-tailored strategies can incorporate approaches that countries have advanced
successfully in recent years, while drawing on the research and insights that the development
community has accumulated over time. Every nation must look to achieve a strong recovery
and come out better prepared for future threats, and the World Bank Group is prepared to help.

| am encouraged by countries that are already taking bold action, learning fast, and sharing
their experiences and results for the benefit of others. We must communicate clearly and work
together to undo COVID-19's reversal of fortune and build a better world after this crisis has
passed.

Do) Mol

President
World Bank Group
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Poverty reduction has suffered its worst
setback in decades, after nearly a quarter
century of steady global declines in extreme
poverty. Poverty and Shared Prosperity 2020:
Reversals of Fortune provides new data on
and analysis of the causes and consequences
of this reversal and identifies policy princi-
ples that countries can use to counter it. The
report presents new estimates of the impacts
of COVID-19 (coronavirus) on global pov-
erty and shared prosperity. Harnessing fresh
data from frontline surveys and economic
simulations, it shows that pandemic-related
job losses and deprivation worldwide are
hitting already-poor and vulnerable people
hard, while also partly changing the pro-
file of global poverty by creating millions
of “new poor” Original analysis included in
the report shows that the new poor are more
urban, better educated, and less likely to work
in agriculture than those living in extreme
poverty before COVID-19. These results are
important for targeting policies to safeguard
lives and livelihoods. The report discusses
early evidence that the pandemic is deep-
ening income inequality, threatening inclu-
sive economic recovery and future growth.
It shows how some countries are deploying
agile, adaptive policies to reverse the crisis,
protect the most vulnerable, and promote a
resilient recovery.

The 2020 Poverty and Shared Prosperity
report breaks new ground by jointly ana-
lyzing three factors whose convergence is
driving the current crisis and will extend its
impact into the future: a pandemic (COVID-
19 and the associated global economic reces-
sion, which are reversing poverty abatement

Overview

trends rapidly), armed conflict (whose effects
have been steadily building in recent years),
and climate change (a slowly accelerating
risk that will potentially drive millions into
poverty). According to updated estimates
included in the report, COVID-19 is expected
to push some 100 million people into extreme
poverty during 2020 alone. Armed conflict
is also driving increases in poverty in some
countries and regions. In the Middle East and
North Africa, for example, extreme poverty
rates nearly doubled between 2015 and 2018,
from 3.8 percent to 7.2 percent, spurred by
the conflicts in the Syrian Arab Republic and
the Republic of Yemen. This report presents
new research that helps explain the prolonged
impoverishing impact of conflict and suggests
priorities for prevention and mitigation. New
estimates commissioned for this report indi-
cate that up to 132 million people may fall into
poverty by 2030 due to the manifold effects of
climate change. Although the worst economic
and welfare effects lie further in the future, in
some settings, poverty is already intertwined
with vulnerability to climate-related threats
such as flooding and vector-borne diseases.
New analysis featured in the report focuses
on the convergence of poverty and flood risks,
especially in Sub-Saharan Africa.

Along with its direct cost in human lives,
COVID-19 has unleashed a worldwide eco-
nomic disaster whose shock waves continue
to spread, putting still more lives at risk.
Without an adequate global response, the
cumulative effects of the pandemic and its
economic fallout, armed conflict, and climate
change will exact high human and economic
costs well into the future. Poverty nowcasts
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commissioned for this report suggest that the
effects of the current crisis will almost cer-
tainly be felt in most countries through 2030.
Under these conditions, the goal of bringing
the global absolute poverty rate to less than
3 percent by 2030, which was already at risk
before the crisis, is now harder than ever to
reach. Advancing shared prosperity—by
boosting the incomes of the poorest 40 per-
cent of people in every country—will also be
much more difficult now. Current projections
indicate that shared prosperity will drop
sharply in nearly all economies in 2020-21, as
the pandemic’s economic burden is felt across
the entire income distribution, and will drop
even more if impacts are disproportionately
felt by people whose incomes were already
relatively low. This uneven impact means the
crisis is likely to increase inequality within
countries in the longer term, which, without
preemptive action, may trigger large human
capital losses among disadvantaged groups
and make it more difficult for countries to
generate inclusive growth in the future.

This report appears at a moment of critical
choices in most of the world. The powerful
reversal of fortune now striking the poorest
people needs an even more powerful response
from countries and the global community.
the 2018 Poverty and Shared Prosperity report
documents how some countries are taking
bold action, learning as they go, and sharing
results as they emerge. Acting urgently, in

concert, and at the scale of the crisis itself, we
can halt the pandemic and counter its eco-
nomic damage, which will save lives and live-
lihoods today; create conditions for a resilient,
equitable recovery; and help draw lessons to
better manage future emergencies.

Poverty reduction was
slowing before the crisis

The world has made unprecedented progress
in reducing poverty over the past quarter cen-
tury, showing what collective global efforts can
achieve (panel a of figure O.1). Major threats to
poverty eradication goals emerged well before
COVID-19, however. This report presents new
global poverty data showing that the sustained
decline in extreme poverty that began in the
1990s continued through 2017, but that prog-
ress was stalling. Between 2015 and 2017, the
number of people worldwide living below the
international poverty line fell from 741 million
to 689 million (panel b of figure O.1). Yet the
2017 figures confirm the deceleration in the
rate of poverty reduction that was reported
in the 2018 Poverty and Shared Prosperity
report. Globally, extreme poverty dropped
by an average of about 1 percentage point per
year over the quarter century from 1990 to
2015, but the rate of decline slowed from 2013
to 2015 to just 0.6 percentage point per year
(World Bank 2018a). Between 2015 and 2017,
the rate slowed further, to half a percentage

FIGURE 0.1 Global Poverty Rate and Number of Poor at the US$1.90-a-Day Poverty Line,

1990-2017
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Source: PovcalNet (online analysis tool), World Bank, Washington, DC, http://iresearch.worldbank.org/PovcalNet/.
Note: The global coverage rule is applied (see annex 1A in chapter 1 in this report).
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point per year. Given this decelerating trend,
the goal of bringing global extreme poverty
to less than 3 percent by 2030 was already
at risk.

In 2018, the World Bank introduced four
additional poverty metrics to capture the
changing nature of global poverty. Higher
poverty lines at US$3.20 and US$5.50 a day
reflect national poverty lines in lower-middle-
income and upper-middle-income economies
respectively. The societal poverty line, which
adjusts to each country’s income, captures the
increase in basic needs that a person requires
to conduct a dignified life as a country
becomes richer. The multidimensional poverty
measure incorporates deprivations in three
indicators of well-being (monetary poverty,
access to education, and basic infrastructure),
thus giving further insight into the complex
nature of poverty.

This report presents new data on and
analysis of poverty at these lines from 2015
to 2017. The findings may help explain some
of the impoverishing impacts of the current
crisis and reveal entry points for policy. In
South Asia and Sub-Saharan Africa, poverty
reduction against the US$3.20 and US$5.50
lines has been slower than against the extreme
poverty line, suggesting that many millions
of people in these regions had only narrowly
escaped extreme poverty before COVID-19.
Those who have just escaped extreme poverty
can easily fall back; they are thus especially
vulnerable to the impoverishing effects of the
pandemic, conflict, and climate change. Job
creation through inclusive growth and social
protection measures targeting this population
may yield strong benefits in reversing poverty
increases spurred by the current crisis and
preventing other vulnerable people from
falling into extreme poverty.

What caused the slowdown in global pov-
erty reduction, which was happening even
before the pandemic hit? One explanation is the
increasing concentration of extreme poverty
in Sub-Saharan Africa, which is experiencing
a slower reduction in poverty than are other
regions. Figure O.2 shows the proportion of
the extreme poor in each region for the period
1990-2018. It underscores the concerns for
Sub-Saharan Africa, but also shows problems
elsewhere. The Middle East and North Africa
has recently seen its extreme poverty rate rise,

FIGURE 0.2 Trends in Poverty Rates at the US$1.90-a-Day Poverty

Line, by Region, 1990-2018
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Note: Lined-up poverty estimates for South Asia are not reported for 1997-2001 and after 2014 because
of a lack of population coverage (see box 1.2 on India and annex 1A in chapter 1 of this report). For
South Asia in 2017, a range [7.7; 10.0] is reported, as described in box 1.2 in chapter 1 of this report.

from 2.3 percent in 2013 to 3.8 percent in 2015;
it then almost doubled to 7.2 percent in 2018,
with conflicts in Syria and the Republic of
Yemen driving the increase (Corral et al. 2020).

The ability to monitor global poverty
depends on the availability of household sur-
vey data collected by national authorities.
The number of recent household surveys has
improved somewhat since the first edition of
this report (World Bank 2016). In particular,
the number of surveys and population cov-
erage have improved in Sub-Saharan Africa,
driven largely by a new survey that recently
became available for Nigeria. But the lack
of recent data for India severely hinders the
ability to monitor global poverty (see box 1.2
in chapter 1 of this report). Hence, the last
year for which global poverty was reported is
2017, and the series published for South Asia
was interrupted in 2014, whereas for all other
regions it extends to 2018. Data on coun-
tries experiencing fragility or conflict also
remain severely limited, particularly affecting
the estimates for the Middle East and North
Africa. For poverty to be measured effec-
tively, it is crucial that the current crisis not
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prompt governments to reduce their invest-
ment in surveys and other forms of data
collection. Under crisis conditions, reliable
poverty data are even more important for
guiding response and recovery policies that
will not leave vulnerable groups behind.

Shared prosperity was
positive for the period
2012-17, but gains were
uneven and slowing

One of the World Bank’s two main goals is
to ensure that relatively poor people in all
societies are participating in and benefit-
ing from economic gains. This analysis uses
shared prosperity as the measure of progress
in this area. Shared prosperity focuses on
the poorest 40 percent of a population (the
bottom 40) and is defined as the annualized
growth rate of their mean household per
capita income or consumption. The shared
prosperity premium, which is the difference
in growth rates between the bottom 40 and
the overall mean, is also measured. A high
level of shared prosperity is an important
indicator of inclusion and well-being in any
country.

This report presents new data on shared
prosperity and the shared prosperity premium
for 91 economies between 2012 and 2017.
Growth was inclusive for most of these 91
economies: 74 had positive shared prosperity,
and 53 had positive shared prosperity premi-
ums, indicating a reduction in inequality in the
majority of economies. Some regions showed
especially encouraging results. In East Asia
and Pacific and in South Asia, shared pros-
perity was positive for all economies where it
could be measured. This encouraging result
suggests that poorer members of societies in
these regions were largely being included in
countries’ economic progress. Evidence from
the current sample of 91 economies shows
that positive shared prosperity is correlated
with poverty reduction, and that a positive
shared prosperity premium is associated with
a reduction in inequality.

Gains in shared prosperity, however, were
unevenly distributed across country income
categories and regions. In global terms, the
average shared prosperity index was 2.3 percent

POVERTY AND SHARED PROSPERITY 2020

for 2012-17, but this figure masks wide
heterogeneity. Upper-middle-income econo-
mies experienced an average shared prosperity
of 2.9 percent, followed by high-income econ-
omies with 2.7 percent, lower-middle-income
economies with 1.8 percent, and low-income
economies with 0.2 percent. Countries affected
by fragility, conflict, and violence (FCV) fared
worse. For the few FCV economies where
shared prosperity could be measured, the aver-
age result was a decline of 0.8 percent in the
income (or consumption) of households in the
bottom 40. Across regions, average shared pros-
perity ranged from 4.9 percent and 3.5 percent
in East Asia and Pacific and in Europe and
Central Asia, respectively, to 0.7 percent in
Sub-Saharan Africa and 0.5 percent in the
Middle East and North Africa.

The shared prosperity premium exhibits
considerable heterogeneity. A simple average
of the premium across 91 economies for the
period is 0.3 percentage point, meaning that
consumption or income among the bottom
40 percent of the population was growing, on
average, 0.3 percentage point faster than at the
mean. But the regional averages ranged from
1.0 percentage point in East Asia and Pacific
and in Latin America and the Caribbean to
negative values in three other regions: the
Middle East and North Africa (-0.4), South
Asia (—0.5), and Sub-Saharan Africa (-0.6).
Two out of the three FCV economies in the
sample had both negative shared prosperity
and a negative shared prosperity premium.
More than half of the economies receiving
support from the World BanK’s International
Development Association also had negative
shared prosperity premiums.

Even before COVID-19 and the ensuing
economic crisis, time trends in shared pros-
perity were mixed across economies and
regions. A new analysis developed for this
report compares the 2012-17 shared pros-
perity measures for 68 economies with a pre-
vious period (2010-15). Comparing across
the two rounds, about half of the economies
had higher shared prosperity, and the other
half had lower. Although the average change
in shared prosperity is positive, there are
large differences across regions. On average,
shared prosperity was higher in the more
recent period (2.3 percent) than in the previ-
ous period (1.8 percent), but this increase is



concentrated in only three regions: East Asia
and Pacific, Europe and Central Asia, and the
rest of the world (mostly high-income econo-
mies outside the World BanK’s six developing
regions). Higher shared prosperity on aver-
age persists over time: most economies with
positive shared prosperity in the previous
period also had it in the most recent period.

The ability to measure shared prosperity
has improved, but substantial gaps in data cov-
erage remain. The 91 economies for which the
analysis was able to calculate shared prosperity
between 2012 and 2017 represent just 59.9 per-
cent of the world’s population. This number still
marks a meaningful advance over initial efforts
to measure this indicator, in 2014, when ade-
quate data were available for only 65 economies.
However, with limited data, shared prosperity
is hardest to measure in the very settings where
tracking it is most important, often in poorer,
fragile, and small countries. Shared prosper-
ity can be measured for only about a quarter of
all low-income economies, covering 37.7 percent
of the population in this income group.

COVID-19, conflict, and
climate change have
reversed the gains in poverty
eradication for the first time
in a generation

COVID-19 and its associated economic crisis,
compounded by the effects of armed conflict
and climate change, are reversing hard-won
gains in poverty reduction and shared pros-
perity. New findings in this report clarify the
short-term impacts and show that negative
effects on poverty and inequality may extend
and intensify in the medium term.

Today, COVID-19 and the economic crisis
are already reversing hard-won gains against
global poverty, ending more than two decades
of continuous progress. New analysis for this
report estimates the magnitude and potential
duration of these effects. Poverty as measured
by the international poverty line is expected
to rise in 2020 for the first time since 1998.
Economic forecasts indicate that the pan-
demic will cause a contraction in global per
capita gross domestic product (GDP) growth
of between 5 percent (in a baseline scenario)
and 8 percent (in a downside scenario) during

FIGURE 0.3 Nowcast of the Global Poverty Rate at the US$1.90-a-Day
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Note: Three growth scenarios are considered: (1) pre-COVID-19 uses the January 2020 Global Economic
Prospects growth rate projections, predating the COVID-19 crisis; (2) COVID-19-downside and (3) COVID-
19-baseline use the June 2020 Global Economic Prospects growth rates projecting a contraction in global

growth for 2020 of 8 percent and 5 percent, respectively.

2020. Nowecasts of poverty commissioned for
the report suggest that, in the baseline sce-
nario, poverty would increase by 1.2 percent-
age points in 2020 and 1.4 percentage points
in 2021, while in the downside scenario, the
increase would reach 1.5 percentage points
in 2020 and 1.9 percentage points in 2021
(figure O.3). The scenarios translate into a
global poverty rate of between 9.1 percent and
9.4 percent in 2020 and between 8.9 percent
and 9.4 percent in 2021. These new results
suggest that, in 2020, an estimated 88 million
people worldwide will be pushed into poverty
under the baseline COVID-19 scenario and as
many as 115 million people under the down-
side scenario. The projected poverty rates in
2020 are similar to those in 2017; hence, the
impacts of COVID-19 are expected to set back
progress toward ending extreme poverty by at
least three years.

These estimates suggest that South Asia
will be the region hardest hit, with 49 million
(almost 57 million under the downside sce-
nario) additional people pushed into extreme
poverty. Sub-Saharan Africa would be the
next most affected region, with between
26 million and 40 million additional people
predicted to be pushed into extreme poverty.
Overall, some 72 million of the projected
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new poor in the baseline scenario will be in
middle-income countries—more than four-
fifths of the total new poor. When apply-
ing the higher regional poverty thresholds
appropriate for lower-middle-income coun-
tries (US$3.20 a day) and upper-middle-in-
come countries (US$5.50 a day), the poverty
impact of COVID-19 will be much greater
(figure O.4).

Forecasts  projecting the economic
impacts of COVID-19 and its aftermath
allow us to estimate the pandemic’s effects
on poverty rates through 2030, the target
year for the World Bank’s twin goals and the
Sustainable Development Goals. Even under
the optimistic assumption that, after 2021,
growth returns to its historical rates—that is,
a per capita annualized growth rate for each
country from 2021 to 2030 that matches its
average rate between 2008 and 2018—the
pandemic’s impoverishing effects will be vast.
Under the COVID-19-baseline scenario,
6.7 percent of the global population will live
under the international poverty line in 2030,
compared with the target level of 3 percent.
Starting instead from the downside scenario
results in an extreme poverty headcount rate
of 7 percent in 2030.

Based on these new forecasts, the report
confirms that the 2030 target will likely
not be reached under either of these two
COVID-19 scenarios. Achieving the target
would require that all economies grow
at 8.0 percent (baseline) or 8.5 percent
(downside) per capita per year, which would
be equivalent to about five times the histor-
ical growth rates for Sub Saharan Africa.
These scenarios describing COVID-19%s
future effects carry high degrees of uncer-
tainty, given that the pandemic is still evolv-
ing, but they underline the difficulty of erad-
icating extreme poverty by 2030. Achieving
the goal of ending extreme poverty by 2030
will require significant, swift, and sustained
action to ignite inclusive growth in coun-
tries where extreme poverty persists.

Frontline surveys confirm swift,
large losses in jobs and income
from COVID-19

High-frequency telephone surveys conducted
by the World Bank in a range of countries
provide a real-time, ground-level picture
of what has been happening in these set-
tings as the COVID-19 pandemic unfolds.

FIGURE 0.4 Additional Poor at the US$1.90-a-Day Poverty Line in 2020, per the
COVID-19-Baseline and COVID-19-Downside Scenarios
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Early data indicate sweeping income and
employment losses in many countries, at
least in the short term. Most countries have
experienced drops in labor incomes of a
magnitude rarely seen on the national scale
(Hill and Narayan 2020). For example, 42
percent of respondents in Nigeria who were
working before the outbreak reported being
out of work because of COVID-19 in May
2020, and nearly 80 percent of respondents
reported income reductions since mid-March
(Siwatu et al. 2020). In Ethiopia, 13 percent
of respondents surveyed between April 2 and
May 13 reported losing their jobs (including
19 percent in urban areas), and 55 percent
reported reduced household income (Wieser
et al. 2020). Income reductions have quickly
translated into reduced consumption. In
seven countries in Latin America and the
Caribbean, 40 percent or more of people sur-
veyed reported running out of food during
lockdowns (Hill and Narayan 2020). Some
countries have rolled out ambitious policies
in response. Peru initially approved S/. 3 bil-
lion (0.5 percent of GDP) to tackle the health
emergency and approximately S/. 7 billion (1.1
percent of GDP) in direct transfers to support
vulnerable households during the national
lockdown period. In late July 2020, the gov-
ernment announced an additional cash trans-
fer to vulnerable households of approximately
S/. 6.4 billion (0.9 percent of GDP).!

People who are already poor and
vulnerable are bearing the brunt
of the crisis

People in virtually all countries and at all
levels of income are affected by the health
and economic consequences of COVID-19.
However, emerging evidence shows that
people who are currently poor or vulnerable
are being hit especially hard. These people
include those with lower levels of education
and assets, those in insecure employment,
and those in lower-skilled occupations,
among others.

Why do the poor face greater risks? One
reason is that their jobs may be more eas-
ily disrupted or eliminated under recession
conditions. For example, poorer people
and those with lower levels of education
and fewer skills are less likely to be able to

work remotely. Businesses such as restau-
rants, hotels, and bars, along with the
wholesale and retail trade, which typically
employ less-educated workers, are rarely
able to accommodate working from home.
In Ethiopia, these sectors accounted for the
highest share of job losses by mid-May 2020
(Wieser et al. 2020). Poorer workers are
also more likely to work in occupations and
sectors that are less compatible with social
distancing (for example, construction,
labor-intensive manufacturing, and small
retail), thus increasing their risk of personal
exposure to COVID-19, with its health and
income consequences. The poorest may
also be hit harder because they have fewer
coping mechanisms, such as savings that
can cover basic needs during periods of
unemployment. In developing countries,
inadequate social security systems may fail
to compensate for this differential impact
of the pandemic.

Disproportionate vulnerability in poor
and marginalized communities makes con-
taining the virus there especially critical.
Effective approaches have tapped the skills
and dedication of community members.
In Mumbai, India, city officials were able to
stem the rapid spread of the coronavirus in
Dharavi, one of the city’s largest urban set-
tlements, by mobilizing community mem-
bers and staff from private medical clinics
for a strategy based on mass screening for
fever and oxygen levels. In the space of three
months, by July 2020, reported cases in the
area had been cut to 20 percent of their peak
in May. To help poor families during the lock-
down, foundations, nongovernmental orga-
nizations, and volunteers provided thousands
of households with ration kits. Dharavi’s suc-
cess stemmed from a combination of “cus-
tomized solutions, community involvement,
and perseverance” (Masih 2020).

Women in some countries may be suffering
greater exposure to the coronavirus because
of their overrepresentation in frontline health
sector professions and their care responsibil-
ities in many households. Women face other
specific health risks in the context of the pan-
demic, because stringent lockdown measures
may lead to heightened levels of domestic
violence against women and children (Galea,
Merchant, and Lurie 2020; UN Women 2020).

OVERVIEW

7



In some settings, women’s higher burden of
care responsibilities may force them to reduce
paid working time or to leave the labor market
altogether (Hill and Narayan 2020).

Without strong action, COVID-19
will reduce inclusive growth and
deepen inequality

Forecasts conducted for this report suggest
that, as a result of the global recession, inclusive
growth will decline in the coming years in all
but 13 of 91 economies with data. By reducing
growth in average incomes, the pandemic has
already sharply diminished shared prosperity.
Forecasts for 2019-21 indicate that most econ-
omies will continue to see substantially lower
shared prosperity across this period. Average
shared prosperity was 2.3 percent in 2012-17;
the average for 2019-21 would be 0 percent
if shared prosperity is equal to growth in the
mean (that is, assuming a zero shared prosper-
ity premium in all economies), and even less if
the impact of the crisis affects poorer segments
of the population more than proportionately.
Hitting the poorest people hardest, the eco-
nomic crisis caused by COVID-19 will also
drive negative shared prosperity premiums.
Revised forecasts of the shared prosperity pre-
mium are not yet available, but historical data
on recent major epidemics (from severe acute
respiratory syndrome in 2003 to Zika in 2016)
suggest that these events raise income inequal-
ity and significantly diminish employment
prospects among people with basic education.
Increases in inequality will also have medi-
um-term impacts. The report projects that,
if an annual increase of 1 percent in the Gini
coeflicient were to occur, the global poverty
rate would rise to 8.6 percent in 2030.
Although short-term patterns may vary,
the negative longer-term consequences of
COVID-19 for income inequality are clear.
Without strong interventions, the crisis may
trigger cycles of higher income inequality,
lower social mobility among the vulnerable,
and lower resilience to future shocks (Hill
and Narayan 2020). Rising inequality may be
fueled by factors such as the destruction of
many micro and small enterprises, the poten-
tially durable effects of unemployment on the
careers and earning potential of younger and
lower-skilled workers, and severe human cap-
ital losses among disadvantaged households,
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partly due to the coping strategies they have
to adopt. One of the first and potentially
most destructive of these coping strategies is
reducing food consumption. Emerging data
from COVID-19 phone surveys suggest that
this strategy is being widely used. In Nigeria,
for example, more than half of households
reported reducing their food consumption
(Siwatu et al. 2020). Depending on duration
and severity, the impact of reduced food
intake on children’s health, cognitive devel-
opment, and future human capital accumu-
lation, as well as on current adult health and
productivity, may be substantial.

Early evidence from frontline phone sur-
veys also suggests that human capital losses
due to school closures are likely to affect
poor and rural children disproportionately,
notably because they are often unable to
engage in distance learning. In Nigeria, the
richest 20 percent of households were much
more likely than the rest of the population
to report that their children were pursuing
learning activities, including remote learn-
ing, following school closures (Siwatu et al.
2020). As part of its response to COVID-19,
however, Niger has announced the Learning
Improvement for Results in Education (LIRE)
project, which seeks to reach children unable
to attend school and develop an online plat-
form to enhance teacher training. In a coun-
try where, before COVID-19, half of children
between ages 7 and 12 were not in school at all,
or completed primary schooling but with few
basic skills, the LIRE project has the potential
to help families manage the COVID-19 crisis
while also modernizing Niger’s education sys-
tem. Such findings and innovative responses
contain lessons for countries’ recovery strat-
egies, which need to incorporate an equity
lens and targeting methods that can protect
human capital among vulnerable groups (Hill
and Narayan 2020).

COVID-19, conflict, and
climate impacts will change
the profile of the global poor

This Poverty and Shared Prosperity report
updates the demographic profile of the global
poor by age, gender, schooling, and location;
and it also expands the profile across several
dimensions, including the extent to which,



within countries, the poor may be concentrated
in areas that are more exposed to conflict or
climate risks. In addition, the report analyzes
data from the Global Monitoring Database to
show how COVID-19 may now be changing
the profile of people living in poverty.

The new profile of the poor
population

The poor remain predominantly rural, young,
and undereducated (figure O.5). Four of
every five individuals living below the inter-
national poverty line reside in rural areas,
circa 2018, although the rural population
accounts for only 48 percent of the global
population (figure O.5, panel a). In fact, pov-
erty became more rural between 2015 and
2018. The share of the rural poor in the total
population of poor people increased by more
than 2 percentage points during that period.
The profile of the global poor is also
very young. In 2018, half of the poor were
children younger than age 15, even though
this age group accounted for only a quarter of
the world’s population. Children and youth
(ages 15-24) together account for two-thirds
of the global poor, much higher than the
cumulative population share of the 0-24 age

group globally (40 percent of the total). The
high share of children and youth among
the global poor is most prominent in Sub-
Saharan Africa, but it can be observed across
most regions. A different profile is seen only
in high-income economies, where the poor
are skewed toward the elderly.

Women are overrepresented among the
poor globally and also across most regions
of the world. While Europe and Central
Asia, Latin America and the Caribbean,
and other high-income economies have low
female poverty, East Asia and Pacific, South
Asia, and Sub-Saharan Africa have high
female poverty; the widest gaps are among
children. Girls are more likely than boys to
be overrepresented among the poor, as are
women in their main reproductive years (ages
25-34) across most world regions (Mufoz-
Boudet et al. 2020; World Bank 2018a).

Worldwide, 35 percent of poor adults in
the 15-and-older age group in 2018 had no
schooling (compared with only 9 percent
of the nonpoor), and a further 35 percent
of global poor adults had only some educa-
tion (including those who completed pri-
mary education). Lower levels of educational
attainment are more common among both
poor and nonpoor individuals in rural areas

FIGURE 0.5 Four Profiles of the Global Poor, by Region, Gender, Age, and Educational

Attainment, circa 2018

a. Share of rural poor and rural population, by region
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FIGURE 0.5 Four Profiles of the Global Poor, by Region, Gender, Age, and Educational
Attainment, circa 2018 (continued)

b. Ratio of poor women to women in the overall population, by region
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as compared with urban areas. It is the quality
of schooling, however, that is key to poverty
reduction, and this is a concern for both
non-poor and (especially) poor students,
in rural and urban areas alike (World Bank
2020d). This disparity highlights the multidi-
mensional character of rural poverty: among
poor adults residing in rural areas, 39 percent
report having no education, more than dou-
ble the share of poor adults in urban areas
having no education.

The pandemic is set to increase
poverty among groups that had
been less affected

The COVID-19 pandemic may push more
than 100 million people into extreme poverty
in 2020. Although existing data do not yet per-
mit a detailed description of this population to
be formulated, evidence is emerging based on
simulations of COVID-19 impacts and newly
collected data from high-frequency surveys.
A new analysis of these findings in this report
suggests that the new poor may differ from
those who were poor before the onset of the
pandemic in ways that are important for policy.

Although a large share of the new poor
will be concentrated in countries that are
already struggling with high poverty rates,
middle-income countries will also be signifi-
cantly affected. Overall, some 72 million of
the projected new poor in the baseline sce-
nario (and 94 million in the downside sce-
nario) will be in middle-income countries—
more than three-quarters of the total.

People forced into poverty by COVID-19
may also differ from the current global poor
in other ways. Within countries, a large share
of the extreme poor are rural, whereas many
of the new poor are likely to live in congested
urban settings, which can serve as a conduit for
infection. Many of the new poor are likely to be
engaged in informal services, construction, and
manufacturing—the sectors in which economic
activity is most affected by lockdowns and other
mobility restrictions as well as mandatory social
distancing. The recent simulations of profiles of
the new poor based on population-weighted
estimates from a sample of 110 economies show
that the new poor are projected to be more
likely to live in urban areas, live in dwellings
with better access to infrastructure, and own

slightly more basic assets than those who are
poor in both 2019 and 2020. The new poor who
are 15 and older are also more likely to be paid
employees and work more in nonagriculture
(manufacturing, services, and commerce sec-
tors) than the chronic poor. The new poor tend
to be more educated than the chronic poor, and
significantly less educated than the nonpoor (of
those age 15 and older).? These early estimates
assume that the relationship between GDP
growth and the change in poverty is distribu-
tion neutral in all countries, which implies that
aloss in GDP affects all parts of the distribution
proportionately. If that were not the case (that
is, if the crisis affects some groups more than
others), the profile and composition of the poor
may be more or less heterogeneous.

The emerging global profile of the new
poor is supported by simulations developed
for specific countries, including Bangladesh,
Brazil, Nigeria, and South Africa. This work
confirms that a large share of the new poor
will be urban. It also shows that the new poor
are likely to be disproportionately employed
outside agriculture (for example, in manufac-
turing, construction, and wholesale and retail
trade in South Africa; and in services in Nigeria
and Indonesia) (Sdnchez-Piaramo 2020).
These patterns are borne out by emerging data
from high-frequency monitoring surveys of
COVID-19 impacts on households. A survey in
Mongolia, for example, found that 14 percent of
urban respondents report having lost employ-
ment compared with only 9 percent in rural
households (World Bank 2020a). In Uzbekistan,
the figures were 46 percent for urban versus
37 percent for rural (World Bank 2020b).

Conflict and climate change may
force rising numbers of people
into poverty in the medium term

Along with COVID-19 and the economic
crisis, armed conflict and climate change are
already driving poverty increases in parts of
the world. Their impoverishing effects are
likely to intensify.

The association with fragility and conflict
is an increasingly salient feature of global
poverty. Corral et al. (2020) indicate that the
43 economies with the highest poverty rates
are all either located in Sub-Saharan Africa or
included in the World BanK’s list of fragile and
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conflict-affected situations (FCS). In 2020, the
37 economies formally classified as aftected by
fragility, conflict, and violence are home to only
about 10 percent of the world’s population, but
they account for more than 40 percent of the
global poor (figure O.6). Before COVID-19,
Corral et al. (2020) projected that fragile and
conflict-affected economies would represent
a majority of the extreme poor by 2030, with
Sub-Saharan Africa contributing a large share
of the total. In the most recent COVID-19
projections, FCS economies represent only
20 percent of the new poor, which hints at a
smaller share of FCS poor among the global
poor in coming years.3

Armed conflict can exert swift and pow-
erful effects on economic growth and pov-
erty. But evidence increasingly suggests that
its impacts on poverty and human capital
accumulation can persist for decades, even
for generations (Corral et al. 2020). New
research commissioned for this report shows
how conflict weakens poverty reduction long
term by creating a “conflict debt” that a coun-
try can only resolve by maintaining peaceful
conditions for a sustained period once vio-
lent conflict ends. The concept of conflict
debt underscores that a cumulative history of
past conflict, not just contemporaneous con-
flict, impedes a country’s ability to address

FIGURE 0.6 Share of the Global Poor and of the Global Population, by
FCS 2020 Typology
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poverty or inclusive growth (Mueller and
Techasunthornwat 2020).

Human capital is a key transmission
channel for these effects. Gaps in human
capital, manifested in poor educational and
health outcomes, affect the future produc-
tivity of workers and the future competi-
tiveness of economies (World Bank 2018b,
World Bank 2020d). Conflict contributes
directly to these gaps by affecting long-term
workforce productivity through less access
to education, increases in deaths and inju-
ries, more stunting, and worsened mental
health. Expectations of further outbreaks
of violence also inhibit capital inflows and
turther reduce productivity, while fear of
the spread of violence can amplify its impact
beyond the individuals, firms, and regions
that are directly affected. And although
conflict is a symptom of weak state capac-
ity, it also perpetuates weak capacity, with
repercussions for the state’s ability to pursue
effective poverty alleviation strategies and
policy interventions.

Climate change also poses both acute
and medium-term threats to poverty reduc-
tion, particularly in Sub-Saharan Africa and
South Asia—the regions where most of the
global poor are concentrated. The World
Bank’s Shock Waves report estimated that, if
unaddressed, climate change has the poten-
tial to push more than 100 million people
into poverty by 2030 (Hallegatte et al. 2016).
An update of these analyses commissioned
for this report estimates the number of
people who would become impoverished
at between 68 million and 132 million,
depending on the scope and severity of
climate-change impacts during the period.

Ample evidence indicates that those living
in poverty or near the poverty line are par-
ticularly vulnerable to shocks such as natu-
ral disasters; greater vulnerability means that
they lose more when such shocks occur. This
exposure reflects many factors, including low-
er-quality assets, such as housing stock; greater
dependence on livelihoods derived from agri-
culture and ecosystems that are vulnerable to
natural disasters; greater vulnerability to ris-
ing food prices during disaster-related supply
shocks; and greater susceptibility to climate-
related diseases such as diarrhea and malaria
(Hallegate et al. 2016).



The deleterious effects of conflict and of
climate change on poverty are also likely to be
concentrated among those whose incomes are
not far above the poverty threshold. A profile
of the population below the US$3.20-a-day
threshold provides a better sense of the global
poverty profile for households that may fall
below the international poverty line because
of the COVID-19 pandemic or other nega-
tive income shocks. This profile, interestingly,
shows that the population living below the
US$3.20-a-day threshold is also predominantly
rural, underaged, and underschooled, and has
higher exposure to armed conflict. As indicated
in previous paragraphs, new evidence shows
that the “new poor” are different, but the total
profile of global poverty will still contain a large
share of rural groups, children, and under-
schooled adults, underscoring the double chal-
lenge of implementing new and specific policy
responses for the “new poor” without diminish-
ing support to the regularly vulnerable.

This report also includes an estimate of the
number of people in poverty who are exposed to
intense flood risk, one of the potential impacts
of climate change. For each country and each
subnational administrative unit, a single flood
hazard layer is created by combining different
flood types. Globally, some 1.47 billion people

are estimated to be living in areas with high
flood risk, including about 132 million poor
people, as defined by the international poverty
line of US$1.90 a day. If using higher poverty
lines (for instance, the US$5.50 line), about half
the population exposed to catastrophic floods is
poor (figure O.7).

The impoverishing impacts
of COVID-19, conflict,

and climate change converge
in Sub-Saharan Africa

The forces propelling the upsurge in global
poverty affect every part of the world, but
they are hitting Sub-Saharan Africa especially
hard. Extreme poverty was already becoming
increasingly concentrated there even before
the crisis: among the world’s economies for
which poverty can be measured, 18 of the
20 poorest are in Sub-Saharan Africa. Some 40
percent of the region’s population still lived on
less than US$1.90 a day in 2018, and almost
70 percent lived on less than $3.20 a day, the
poverty line typical of lower-middle-income
economies. Perhaps even more alarming is
the stagnation of poverty rates at high levels
over the past three decades. The 2018 Poverty
and Shared Prosperity report (World Bank

FIGURE 0.7 Number of Poor Living at the Three Poverty Lines Who Are Also Exposed to
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2018a) analyzes this pattern and identifies key
drivers in some African countries, including
weak initial conditions, low per capita growth,
high reliance on extractive industries, limited
institutional stability and policy effectiveness,
and vulnerability to natural disasters such as
droughts.

Some of the most destructive impacts of
climate change are also expected to affect Sub-
Saharan Africa disproportionately. Original
analysis included in the report looks at the
incidence of poverty and exposure to cata-
strophic floods due to climate change. Here,
too, Sub-Saharan Africa stands out for the
joint occurrence of poverty and flood expo-
sure. Whereas the region accounts for slightly
more than 10 percent of the global population
with high flood risks, it is home to more than
half of the global poor facing high flood risks
(map O.1).

Poverty is not uniform across Sub-Saharan
Africa. Some countries have recently made
impressive strides in reducing poverty, but
this progress is now threatened by COVID-
19. Ethiopia saw a decrease of 7 percentage
points in the extreme poverty rate between
2004/05 and 2015/16, confirming a virtuous
trend since the early 2000s. In Kenya, the
share of population living below the inter-
national poverty line decreased from 44 per-
cent to 37 percent between 2005 and 2015;
in Namibia, it dropped from 23 percent to
13 percent between 2009 and 2015. The eco-
nomic crisis unleashed by COVID-19 could
reverse such hard-won gains. Although the
decline in economic growth is projected to
be more modest in Sub-Saharan Africa than
in advanced economies, it will likely spur
one of the largest increases in extreme pov-
erty, reflecting the large number of people

MAP 0.1 Joint Distribution of Poverty and Flood Risk in Sub-Saharan Africa
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in the region living on the edge of poverty.
The nowecasts in this report of the pandemic’s
global poverty impacts through 2021 suggest
that Sub-Saharan Africa will be the second
most severely affected region (after South
Asia), with 26 million to 40 million more of
its people falling into extreme poverty.

Conclusion: Tackling the
crisis while looking to the
long term

As this report was written, a slowing of inclu-
sive growth and global poverty reduction
became a historic reversal, with the potential
to erase years of hard-won poverty eradication
and development gains. COVID-19 triggered
this reversal, but its effects are intensified by
armed conflict in some economies and the
growing impact of climate change worldwide.
Global economic growth is predicted to fall by
5.2 percent in 2020, the largest drop in eight
decades. The shock may leave lasting scars on
investment levels, remittances flows, the skills
and health of the millions now unemployed,
learning outcomes (through school closures),
and supply chains (World Bank 2020c).

This report presents new evidence that
the crisis is sharply reducing incomes and
welfare among people who were already
poor, while impoverishing tens of millions
more who may differ from the existing poor
in ways important for the policy response.
The new poor tend to be more urban than
the chronically poor and to work outside of
agriculture, in sectors including informal ser-
vices, construction, and manufacturing. New
analysis included in the report shows that the
crisis has rapidly reduced shared prosper-
ity and threatens to durably widen income
inequalities in many settings, leading to
lower social mobility in the longer term and
making it harder for economies to return to
inclusive growth.

These findings call for urgent action. If
the global response fails the world’s poor and
vulnerable people now, the losses they have
experienced to date may be dwarfed by what
lies ahead. We must not fail. “Not failing”
obviously means stopping COVID-19, but

success over the long term will require much
more. As efforts to curb the disease and its
economic fallout intensify, the interrupted
development agenda in low- and middle-
income countries must be put back on track.
Reversing today’s reversals of fortune requires
tackling the economic crisis unleashed by
COVID-19 with means proportional to the
crisis itself. In doing so, countries can also
plant the seeds for dealing with the long-term
development challenges of promoting inclu-
sive growth, capital accumulation, and risk
prevention, particularly the risks of conflict
and climate change.

Policy responses need to reflect
the changing profile of the poor

Findings about the new poor have important
policy implications, in particular for the
design of safety nets and for measures to
rebuild jobs and strengthen human capital in
the recovery phase. Currently, even though
many countries face challenges with the tar-
geting and coverage of existing safety nets,
support to poor households already covered
by such programs can be mobilized rela-
tively quickly. By contrast, those in the urban
informal sector who are affected by job and
income losses, along with groups such as
seasonal migrants and refugees, may not be
covered by the emergency response measures
being deployed.

Protecting households from the impacts of
COVID-19 will require policies and programs
that reach both the existing and the new poor.
Safety net programs will need to adopt inno-
vative targeting and delivery mechanisms, in
particular to reach people in the informal sector
in both rural and urban areas (Sanchez-Paramo
2020, Bowen et al. 2020). Countries are taking
action to meet the challenge. Kenya, for exam-
ple, has reallocated all domestic and interna-
tional travel budgets from government agencies
to combat COVID-19 and committed up to
KSh 2 billion (US$20 million) recovered from
corruption proceeds to support vulnerable
groups, especially the urban poor.* Afghanistan
has rolled out a relief package designed for both
the rural and urban poor. The package amounts
to 1.6 percent of GDP and will provide support
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to households with incomes of US$2 a day or
less (twice the national poverty line). It will
cover about 90 percent of all Afghan house-
holds. Households in rural areas will receive
the equivalent of US$50 in essential food sta-
ples and hygiene products, while those in urban
areas will receive a combination of cash and
in-kind support equivalent to US$100, in two
tranches.

As the recovery gathers momentum,
countries will also need to consider the
changing profile of poverty and vulnerabil-
ity as they invest in jobs. Policy options may
include providing grants and wage subsi-
dies to firms to minimize layoffs, supporting
micro and small enterprises through mea-
sures such as tax exemptions and grants, and
active labor market programs to facilitate
transitions among workers who have lost
jobs (Hill and Narayan 2020). Bangladesh’s
2.5 million small and medium enterprises
contribute some 20 percent of the coun-
try’s GDP. The stimulus package announced
by the government of Bangladesh in April
2020 earmarked US$2.3 billion as working
capital for small and medium enterprises at
government-subsidized interest rates. The
government’s relief effort has also included a
low-rate loan package to pay workers” wages
in the country’s hard-hit readymade garment
industry.®

Poverty action needs to address
hot spots of conflict, climate
change, and COVID-19

In the years ahead, the persistent effects of
the pandemic, new conflicts and old “con-
flict debt,” and climate change will continue
to affect the geographic distribution of pop-
ulations living in or near absolute poverty.
Policies to eradicate poverty and mitigate its
effects will increasingly need to target areas
marked by the convergence of two, or in
some cases all three, of these factors.

Today, countries in which a large share
of the poor reside in areas affected by recent
or past conflicts and high flood risk include
Cameroon, the Central African Republic,
the Republic of Congo, Liberia, and Nepal.
Postcrisis recovery and future poverty reduc-
tion in these complex settings will require
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tailored policy approaches, and the optimal
solution in each case will need to be found.
To identify them, targeted research needs to
clarify interactions among poverty, conflict,
flood risks, and other phenomena associ-
ated with climate change—including extreme
temperature events, the prevalence of vec-
tor-borne and other diseases, and food secu-
rity, among others.

Countries are taking action,
innovating, and learning
as they go

Countries around the world have undertaken
bold initiatives in response to the COVID-19
pandemic, including approaches that encom-
pass responses to other ongoing development
challenges. Although it is too soon to rigor-
ously assess the effectiveness of such initia-
tives, their early results can inform future
efforts. Current policies need to engage mul-
tiple sectors, in keeping with the pandemic’s
pervasive effects.

For instance, Indonesia has taken asser-
tive steps to curb the human and eco-
nomic costs of COVID-19, initiating four
fiscal policy packages since March 2020,
with the early-June 2020 package amount-
ing to 4.2 percent of GDP. These efforts
have focused on expanding the COVID-
19 response capability in the health sector;
strengthening social protection programs
and expanding unemployment benefits,
including to workers in the informal sector;
reducing taxes for individuals and in the
tourism sector; and permanently reducing
the corporate income tax, from 25 percent
to 22 percent in 2020-21 and to 20 percent
in 2022. Capital has also been provided to
shore up state-owned industries, to sup-
port credit guarantees, and to lend restruc-
turing funds to micro, small, and medium
enterprises.

Because crises can create opportunities,
some countries are harnessing the recovery
to catalyze regulatory reforms and expand
investments in digital technology. In Ecuador,
the Philippines, and Uganda, for example,
reforms in these areas have facilitated access
to finance, enabled greater logistical sup-
port to small and medium enterprises, and



expanded workers’ awareness of employment
opportunities.

Some countries have had to confront
COVID-19 and large-scale natural disasters
such as cyclones simultaneously. In coun-
tries including India and Vanuatu, disaster
risk management laws and governance struc-
tures have supported the ability of officials to
undertake emergency measures and manage
the response not only to tropical storms but
also to the nonpharmacological aspects of
COVID-19 (Kishore 2020).

A practical challenge for many govern-
ments is providing monetary assistance to
those most in need, for example, social pro-
tection payments to those who have recently
become unemployed. Direct payments or
transfers from governments to people are
faster, more accurate, and less expensive if
they can be made electronically. COVID-19
has already prompted Chile, Peru, Thailand,
and more than 50 other countries to expand
their government-to-people cash transfer
systems (Rutkowski et al. 2020).

Emergency action and long-term
development can share lessons

Responses to the triple challenges of
COVID-19, conflict, and climate change
need to reflect past experience and lessons
from recent assessments of complex devel-
opment interventions. Four areas of intersec-
tion and shared learning may be especially
important for coordinating action on current
and ongoing development challenges.

1. Closing the gap between policy aspira-
tion and attainment. Recent develop-
ment research has shined fresh light on
a persistent problem that also concerns
the COVID-19 response: to tackle tough
challenges, sound policies are crucial but
not sufficient. Especially as the challenges
intensify in reaching and responding to
the poorest communities, success requires
leadership that is fully committed to secur-
ing political accountability and financial
support, building robust implementation
systems (Page and Pande 2018), and pro-
viding complementary support factors
(for example, hungry children will strug-
gle to learn even in well-equipped schools,

2.

so they may need food support). Recent
research suggests that implementation
capability in most low-income economies
has been stagnant or declining in recent
years (Andrews, Pritchett, and Woolcock
2017; Pritchett 2020). Much more atten-
tion needs to be given not just to “getting
policies right” but to building the capabil-
ity of the administrative systems that are
tasked with implementing them.

Enhancing learning and improving data.
Faced with the unprecedented scientific,
organizational, and societal uncertainty
provoked by COVID-19, governments and
their partners need to learn—very quickly—
how to identify, enact, and scale up effective,
context-specific responses. Development
experience itself can supply evidence on
promising approaches and common pitfalls,
$0 it is important to remain open to innova-
tive responses, no matter where they come
from, and to share them. Indeed, the diverse
response and recovery strategies now
unfolding around the world will generate
vast quantities of data and opportunities for
learning. In general, data limitations create
doubts among the general public, obstruct
scientific progress, and hinder the imple-
mentation of sound, evidence-based devel-
opment policies. If captured and curated,
data from the crisis response can guide
rapid course corrections in COVID-19 pol-
icy and inform future action on core devel-
opment problems. Accessible, high-quality
data are a public good whose importance
increases during crises.

Investing in preparedness and prevention.
COVID-19, armed conflict, and climate
change underscore the need to invest in
comprehensive preparedness and pre-
vention within countries and across bor-
ders. Multilateral agencies, including the
Global Facility for Disaster Reduction and
Recovery, are already active in this area. An
example of successful international cooper-
ation in disaster preparedness is the Indian
Ocean Tsunami Warning and Mitigation
System (IOTWMS). Following the 2004
earthquake and tsunami in the region,
Australia, India, Indonesia, Malaysia, and
Thailand moved to set up their own warning
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centers but initially struggled to coordinate
their work. After years of political negoti-
ation, technical challenges, and persistent
shared efforts, IOTWMS became fully
operational in 2013. Since the 2004 Indian
Ocean tsunami, regional warning systems
have also been created in the Mediterranean
and the Caribbean. Cooperation and coor-
dination are also crucial tasks for regional
agencies, such as the Regional Disease
Surveillance ~ Systems  Enhancement
Program (in West and Central Africa) and
the East Africa Public Health Laboratory
Networking Project (Wetzel 2020)—all the
more so if the effects of COVID-19 linger or
periodic outbreaks eventuate.

4. Expanding cooperation and coordination.
Cooperation and coordination are vital,
not only to improve the empirical founda-
tions of policy making, but also to nurture
social solidarity in affected countries and
communities and ensure that governments’
decisions are both trusted and trustworthy.
Strikingly different levels of cooperation
and coordination are evident in the ways
in which countries and local jurisdictions
have responded to COVID-19 to date—
some with decisive collective action from
the outset, others hesitating or denying the
threat until the pandemic was far advanced.
Vietnam stands out as a country that,
despite this inherent uncertainty, provided
clear and regular public information from
the outset, thereby crowding out space for
“fake news,” conspiracy theories, and mis-
information (Ravallion 2020). Even where
scientific expertise and political leadership
unite behind a credible COVID-19 strategy,
success depends on communities following
the rules and being prepared to make sacri-
fices. Although the pandemic has different
impacts on different social groups, the fact
that all are affected is an opportunity for
leaders to promote a sense of social inclu-
sion and collective resolve, the benefits of
which could extend beyond the crisis.

No country acting alone can adequately
control, much less prevent, the type of
emergency the world is now experiencing.
Future preparedness, prevention, and crisis
responses must be global and collaborative.
Reversing even a massive reversal of fortune,
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such as we are seeing with COVID-19, is pos-
sible. It has been done many times in the past,
in the face of what were regarded at the time
as insurmountable challenges—for example,
eradicating smallpox, ending World War II,
creating national parks, closing the ozone
hole—and it will be done again in the future.
This global crisis is also a defining historical
moment. To address development challenges,
whether large or small, the world needs to
commit to cooperation and coordination
both within and between countries. We must
commit to working together, and to working
better, for the long term.

Notes

1. “Policy Responses to COVID-19, Policy Tracker:
Peru,” International Monetary Fund, Washington,
DC, https://www.imf.org/en/Topics/imf-and
-covid19/Policy-Responses-to-COVID-19#P.

2. Estimates as of August 6, 2020. “Profiles of the
New Poor due to the COVID-19 Pandemic,”
Brief, August 6, World Bank, Washington, DC,
https://www.worldbank.org/en/topic/poverty
/brief/Profiles-of-the-new-poor-due-to-the
-COVID-19-pandemic.

3. This estimate is preliminary and only indicative
because the methods adopted in Corral et al.
(2020) aim to overcome data limitations in FCS
economies and are not strictly comparable with
the COVID-19 impact projection methods
adopted in this report. Further research is needed
to recalibrate projections of the share of the FCS
poor in the world in the decade after COVID-19.

4. “Country Policy Responses,” International
Labour Organization, Geneva, https://www
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-responses/lang--en/index.htm#KE.

5. “Policy Responses to COVID-19, Inter-
national Monetary Fund, Washington, DC,
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6. “Country Policy Responses,” International
Labour Organization, Geneva, https://www
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in Bangladesh,” Dhaka Tribune, June 2, 2020,
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/2020/06/02/eu-to-provide-97m-for-1m-rmg
-workers-wages-for-3-months.


https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19#P�
https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19#P�
https://www.worldbank.org/en/topic/poverty/brief/Profiles-of-the-new-poor-due-to-the-COVID-19-pandemic�
https://www.worldbank.org/en/topic/poverty/brief/Profiles-of-the-new-poor-due-to-the-COVID-19-pandemic�
https://www.worldbank.org/en/topic/poverty/brief/Profiles-of-the-new-poor-due-to-the-COVID-19-pandemic�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#KE�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#KE�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#KE�
https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19�
https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#BD�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#BD�
https://www.ilo.org/global/topics/coronavirus/country-responses/lang--en/index.htm#BD�
https://www.dhakatribune.com/business/2020/06/02/eu-to-provide-97m-for-1m-rmg-workers-wages-for-3-months�
https://www.dhakatribune.com/business/2020/06/02/eu-to-provide-97m-for-1m-rmg-workers-wages-for-3-months�
https://www.dhakatribune.com/business/2020/06/02/eu-to-provide-97m-for-1m-rmg-workers-wages-for-3-months�

References

Andrews, Matt, Lant Pritchett, and Michael
Woolcock. 2017. Building State Capability:
Evidence, Analysis, Action. New York: Oxford
University Press.

Bowen, Thomas, Carlo Del Ninno, Colin
Andrews, Sarah Coll-Black, Ugo Gentilini,
Kelly Johnson, Yasuhiro Kawasoe, Adea
Kryeziu, Barry Maher, and Asha Williams.
2020. “Adaptive Social Protection: Building
Resilience to Shocks” Washington, DC:
World Bank.

Corral, Paul, Alexander Irwin, Nandini Krishnan,
Daniel Gerszon Mahler, and Tara Vishwanath.
2020. Fragility and Violence: On the Front Lines
of the Fight against Poverty. Washington, DC:
World Bank.

Galea, Sandro, Raina M. Merchant, and
Nicole Lurie. 2020. “The Mental Health
Consequences of COVID-19 and Physical
Distancing: The Need for Prevention and
Early Intervention.” Journal of the American
Medical  Association  (JAMA):
Medicine 180 (6): 817-18.

Hallegatte, Stéphane, Mook Bangalore, Laura

Internal

Bonzanigo, Marianne Fay, Tamaro Kane, Ulf
Narloch, Julie Rozenberg, David Treguer,
and Adrien Vogt-Schilb. 2016. Shock Waves:
Managing the Impacts of Climate Change on
Poverty. Climate Change and Development
Series. Washington, DC: World Bank.

Hill, Ruth Vargas, and Ambar Narayan. 2020.
“How is COVID-19 Likely to Affect Inequality?
A Discussion Note” Unpublished report,
World Bank, Washington, DC.

Kishore, Kamal. 2020. “Managing Tropical Storms
during COVID-19: Early Lessons Learned and
Reflections from India” World Bank Blogs:
Development and a Changing Climate, July 27.
https://blogs.worldbank.org/climatechange/m
anaging-tropical-storms-during-covid-19-earl
y-lessons-learned-and-reflections-india.

Lakner, Christoph, Daniel Gerszon Mahler,
Mario Negre, and Espen Beer Prydz. 2020.
“How Much Does Reducing Inequality
Matter for Global Poverty?” Global Poverty
Monitoring Technical Note 13 (June), World
Bank, Washington, DC.

Masih, Niha. 2020. “How a Packed Slum in Mumbai
Beat Back the Coronavirus, as Indias Cases
Continue to Soar.” Washington Post, July 31, 2020.

Mueller, Hannes, and Chanon Techasunthornwat.
2020. “Conflict and Poverty” Background

paper for this World Bank,
Washington, DC.

Munoz-Boudet, Ana Maria, Antra Bhatt, Ginette
Azcona, Jayne Jungsun Yoo, and Kathleen
Beegle. 2020. “A Global View of Poverty,
Gender, and Household Composition” World
Bank, Washington, DC.

Page, Lucy, and Rohini Pande. 2018. “Ending Global
Poverty: Why Money Isn’t Enough?” Journal of
Economic Perspectives 32 (4): 173-200.

Pritchett, Lant. 2020. “Trends in State Capability,
1996-2018: An Update of National Indicators.”
Background paper for this report, World Bank,
Washington, DC.

Ravallion, Martin. 2020. “Pandemic Policies in
Poor Places” CGD Note (April 24), Center for
Global Development, Washington, DC.

Rentschler, Jun Erik Maruyama, and Melda

report,

Salhab. 2020. “People’s Exposure to Flooding
and Poverty.” Background paper for this report,
World Bank, Washington, DC.

Rutkowski, Michal, Alfonso Garcia Mora, Greta
L. Bull, Boutheina Guermazi, and Caren
Grown. 2020. “Responding to Crisis with
Digital Payments for Social Protection: Short-
Term Measures with Long-Term Benefits”
World Bank Blogs: Voices, March 31. https://
blogs.worldbank.org/voices/responding-crisis
-digital-payments-social-protection-short
-term-measures-long-term-benefits.

Sanchez-Pdaramo,  Carolina.  2020.  “The
New Poor Are Different: Who They
Are and Why It Matters” World
Bank  Blogs: Lets Talk Development,
August 13. https://blogs.worldbank.
org/developmenttalk/new-poor-are
-different-who-they-are-and-why-it-matters.

Siwatu, Gbemisola Oseni, Amparo Palacios-Lopez,
Kevin Robert Mcgee, Akuffo Amankwah,
Tara Vishwanath, and M. Abdul Kalam Azad.
2020. “Impact of COVID-19 on Nigerian
Households: Baseline Results” World Bank,
Washington, DC.

UN Women. 2020. “COVID-19 and Ending
Violence against Women and Girls” UN Women,
New York.

Wetzel, Deborah. 2020. “Pandemics Know No
Borders: In Africa, Regional Cooperation is
Key to Fighting COVID-19” https://blogs.
worldbank.org/africacan/pandemics-know
-no-borders-africa-regional-collaboration
-key-fighting-covid-19.

Wieser, Christina, Alemayehu Ambel, Tom
Bundervoet, and Asmelash Haile. 2020.

OVERVIEW

19


https://blogs.worldbank.org/climatechange/managing-tropical-storms-during-covid-19-early-lessons-learned-and-reflections-india�
https://blogs.worldbank.org/climatechange/managing-tropical-storms-during-covid-19-early-lessons-learned-and-reflections-india�
https://blogs.worldbank.org/climatechange/managing-tropical-storms-during-covid-19-early-lessons-learned-and-reflections-india�
https://blogs.worldbank.org/voices/responding-crisis-digital-payments-social-protection-short-term-measures-long-term-benefits�
https://blogs.worldbank.org/voices/responding-crisis-digital-payments-social-protection-short-term-measures-long-term-benefits�
https://blogs.worldbank.org/voices/responding-crisis-digital-payments-social-protection-short-term-measures-long-term-benefits�
https://blogs.worldbank.org/voices/responding-crisis-digital-payments-social-protection-short-term-measures-long-term-benefits�
https://blogs.worldbank.org/developmenttalk/new-poor-are-different-who-they-are-and-why-it-matters�
https://blogs.worldbank.org/developmenttalk/new-poor-are-different-who-they-are-and-why-it-matters�
https://blogs.worldbank.org/developmenttalk/new-poor-are-different-who-they-are-and-why-it-matters�
https://blogs.worldbank.org/africacan/pandemics-know-no-borders-africa-regional-collaboration-key-fighting-covid-19�
https://blogs.worldbank.org/africacan/pandemics-know-no-borders-africa-regional-collaboration-key-fighting-covid-19�
https://blogs.worldbank.org/africacan/pandemics-know-no-borders-africa-regional-collaboration-key-fighting-covid-19�
https://blogs.worldbank.org/africacan/pandemics-know-no-borders-africa-regional-collaboration-key-fighting-covid-19�

20

“Monitoring COVID-19 Impacts on Households
in Ethiopia: Results from a High-Frequency
Phone Survey of Households.” World Bank,
Washington, DC.

World Bank. 2016. Poverty and Shared Prosperity
2016: Taking on Inequality. Washington, DC:
World Bank.

World Bank. 2018a. Poverty and Shared Prosperity
2018: Piecing Together the Poverty Puzzle.
Washington, DC: World Bank.

World Bank. 2018b. “The Human Capital Project”
World Bank, Washington, DC.

POVERTY AND SHARED PROSPERITY 2020

World Bank. 2020a. “Results of Mongolia COVID-19
Household Response Survey” World Bank,
Washington, DC.

World Bank. 2020b. “Economic and Social Impacts
of COVID-19: June 2020 Update from Listening
to the Citizens of Uzbekistan” World Bank,
Washington, DC.

World Bank. 2020c. Global Economic Prospects,
June 2020. Washington, DC: World Bank.
World Bank. 2020d. “Human Capital in the Time
of COVID-19: The Human Capital Index
2020 Update” Washington, DC: World Bank.



This edition of the biennial Poverty and Shared Prosperity report brings sobering news. The COVID-19
(coronavirus) pandemic and its associated economic crisis, compounded by the effects of armed
conflict and climate change, are reversing hard-won gains in poverty reduction and shared
prosperity. The fight to end poverty has suffered its worst setback in decades after more than
20 years of progress. The goal of ending extreme poverty by 2030, already at risk before the
pandemic, is now beyond reach in the absence of swift, significant, and sustained action, and the
objective of advancing shared prosperity—raising the incomes of the poorest 40 percent in each
country—will be much more difficult.

Poverty and Shared Prosperity 2020: Reversals of Fortune presents new estimates of COVID-19's impacts
on global poverty and shared prosperity. Harnessing fresh data from frontline surveys and
economic simulations, it shows that pandemic-related job losses and deprivation worldwide
are hitting already poor and vulnerable people hard, while also shifting the profile of global
poverty to include millions of “new poor.” Original analysis included in the report shows that the
new poor are more urban, better educated, and less likely to work in agriculture than those living in
extreme poverty before COVID-19. It also gives new estimates of the impact of conflict and climate
change, and how they overlap. These results are important for targeting policies to safeguard lives
and livelihoods. It shows how some countries are acting to reverse the crisis, protect those most
vulnerable, and promote a resilient recovery.

These findings call for urgent action. If the global response fails the world's poorest and most
vulnerable people now, the losses they have experienced to date will be minimal compared with
what lies ahead. Success over the long term will require much more than stopping COVID-19. As
efforts to curb the disease and its economic fallout intensify, the interrupted development agenda
in low- and middle-income countries must be put back on track. Recovering from today's reversals
of fortune requires tackling the economic crisis unleashed by COVID-19 with a commitment
proportional to the crisis itself. In doing so, countries can also plant the seeds for dealing with the
long-term development challenges of promoting inclusive growth, capital accumulation, and risk
prevention—particularly the risks of conflict and climate change.

For more information, please visit worldbank.org/psp.
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