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Construction, Ranking and Country
Classification of Poverty Index in Developing
Countries

Fang-Chung Chang*
Abstract

Research Purpose

Many existing studies have constructed national development
indicators, but there is a lack of research from a poverty perspective. In
2024, a global multi-dimensional assessment of the developing world's 6.3
billion population found that 1.1 billion people were living in poverty.

Research Design/Method/Approach

This study aims to understand which countries are the poorest and
how poor countries should respond. Therefore, exploration from a poverty
perspective is necessary. International poverty indices often assign equal
weights to indicators of health, education, and quality of life, leading to
errors. By assigning varying weights to indicators across these dimensions,
this study reconstructs a poverty index with greater validity. Ranking and
classifying poor countries helps us understand the poverty issues faced by
underdeveloped countries and highlight the value of human capital. Using
UNDP (2024) statistical data categorized into health, education, and quality
of life, this study explores this issue through principal component analysis,
correlation analysis, cluster analysis, discriminant analysis, and multivariate
variance analysis.

Research Findings or Conclusions

The four research hypotheses proposed in this study were accepted
after testing. The results were as follows: 1. The weighted values of the 10
poverty proxy variables for the 63 developing countries were quite close,
indicating that the 10 indicators should be constructed with equal weights,
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rather than the UNDP assigning different weights to each variable. The
least impoverished countries were Serbia, Armenia, Jordan, Thailand, and
Kazakhstan; the five most impoverished countries were Niger, Chad, the
Central African Republic, Burundi, and Ethiopia, all African countries;
18, 13, and 32 countries were classified as high, medium, and low poverty,
respectively, with a classification accuracy of 98.40%, showing obvious
differences in health, education, quality of life, and poverty indices. 3.
Education, health, quality of life index, poverty index, and HDI index were
highly significantly negatively correlated, indicating that the poverty index
was highly stable and that the poorer the country, the lower the HDI.

Research Originality/Value

This study explored the development of developing countries from a
poverty perspective. Rather than focusing solely on economic development
to understand national development, it used human values as an indicator of
national development, further highlighting the significance of this research.
Furthermore, when constructing a poverty index, attention should be paid to
the weighting of the variables.

Educational Policy Recommendations and Applications

This study found that the 18 highly impoverished countries were
concentrated in Africa. This shows that poverty in African countries is a
serious problem, not only in health and education but also in quality of life.
Poverty alleviation and improvement plans should be proposed in line with
SDG1 to address these multidimensional issues.

Keywords: quality of life index, poverty index, health index, education
index
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