EU Results Framework Indicator methodology note
	1. Name of indicator
	Income share held by the lowest 40% of income distribution (% income, period averages)

	
	

	2. Which sector (using Result Framework heading)
	Inclusive Growth and poverty reduction

	
	

	3. Technical Definition 
	This indicator is a direct measure of income distribution. Using data sources such as household surveys, it ranks the population by income, and then looks at what proportion of total income is held by the poorest 40 per cent.   


	
	

	4. Rationale (including which policy priority, and how is this indicator linked to that policy priority)
	The European Commission’s Communication on the post-2015 agenda, “A decent Life for all: from vision to collective action”, declares that “Eradicating poverty is a central resolution of the Millennium Declaration. The work begun through the MDGs needs to be completed and reinforced, through a multidimensional vision of poverty which tackles its manifold causes in all countries” 
It proposes target topics for reducing inequality, in particular “Ensure that lower income groups benefit equally from growth in national income in comparison with the higher income groups.”

The association of enhanced poverty reduction targets with targets for reducing inequality is logical: “Inequality is a key aspect of social wellbeing … (it is) detrimental to the achievement of the poverty reduction goal since it can dissipate the impact of economic growth on poverty reduction. For example, calculations for Asia show that if inequality had not risen, then economic growth could have lifted almost a quarter of a billion more people out of poverty over the last two decades.”(Fiszbein,Kanbur,Yemtsov, WB Policy Research Working Paper 6469, 2013).


	
	

	5. Level of disaggregation
	N/A

	
	

	6. Data Sources (including any issues on (i) different definitions by source, and (ii) level of availability of the data)
	1. The data source is the World Bank and the sum of the following series:
http://data.worldbank.org/indicator/SI.DST.FRST.20 (lowest 20 per cent of the population)

http://data.worldbank.org/indicator/SI.DST.02ND.20 (2nd lowest 20 per cent of the population)

2. Population data http://esa.un.org/unpd/wpp/Excel-Data/population.htm (using the "estimates" sheet. Where it is necessary to use population forecasts because estimates are not yet available, use the "median fertility" variant). This will give the population data that will be used for weighting.

	
	

	7. Data calculation (including any assumptions made)
	To be calculated by:

- adding together the latest available percentage for the lowest 20 per cent of the population and the 2nd lowest 20 percent to give the bottom 40 per cent for each country where the EU has external action programmes from the database;

- multiplying this number by the population data for the country in that same year (using the UN Population Division data/ forecast) in each country. 
-adding the above numbers for all the countries in which we operate together. This will give the first element for a weighted income share of the bottom 40%

Add together the populations of all the countries we work in. This will give the second element for a weighted income share of the bottom 40%

-dividing the first element by the second element. This will give the weighted average income share of the bottom 40% of the population 

	
	

	8. Worked examples*
*Examples correct at the time of writing (December 2014)
	Bhutan

2012: Income share held by lowest 40%=17.6% 

UN Pop. Division population estimate for 2012: 741,822 
Panama 

2012: Income share held by lowest 40%: 11.0% 

UN Pop. Division population estimate for 2010: 3,802,281 
Weighted number of income share held by lowest 40%, for Bhutan and Panama

= (0.176*741,822 + 0.111*3,802,281)

   (741,822 + 3,802,281 )
= 12.1% 


	
	

	9. Is it used by another organization or in the framework of international initiatives, conventions, etc? If so, which?
	The draft Sustainable Development Goal (August 2014) states:

"..By 2030, progressively achieve and sustain income growth of the bottom 40 per cent of the population…"  


	
	

	10.Other issues
	Consideration should be given to comparison with the measurement of non-income aspects of development and policy, such as the HDI and/or the Multi-dimensional Poverty Index.


