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• Identifying the worst-off in Colombia

• Formula has been updated regularly (and secret
now). It gradually moved from a pure proxy-means
test to a multidimensional measure inspired by Sen’s
CA.
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• Colombia is one of the happiest countries in the
world… with large inequalities and income poverty

Colombian context

Helliwell et al., 2015, p. 39
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Neglecting the individual valuation may have counter-intuitive
distributional implications, if individuals disagree with the
imposed well-being measure.
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Equivalent Income



• Again, assume two individuals and two functionings.

Equivalent Income



Equivalent Income . Case 1: identical valuation
ordering

No  “physical
condition
neglect”  (like
subjective well-
being measures)

Respecting individual valuations implies that life A is better than life
B. Yet, this does not imply that the subjective well-being of the
individual in A is always larger than that of the individual in B.

No  “physical
condition
neglect”  (like
subjective well-
being measures)



Equivalent Income: case 2. Different valuations
– both individuals perfect health

Here, valuation orderings do not matter, since both individuals have
perfect health. One computes their well-being considering only
their income.



Equivalence Income. Case 3: same objective
situation (X) – different valuation orderings.

Individual with the steeper
indifference curve is worse-
off: she cares more about her
health outcomes and, hence,
suffers more from not
reaching the situation of
perfect health.
This illustrates the importance
of taking into account the fit
between situations and
valuation orderings.
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Equivalent Income. Case 4: different situation –
different valuation orderings.

According to the valuation
ordering of individuals in A
and B (which we want to
respect), the individual in A is
as equally well-off as in A' and
the individual in B is as equally
well-off as in B'. Given that we
can evaluate the lives A' and
B' on the basis of their
incomes, we can also evaluate
A and B on the basis of these
incomes.
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• Colombian Encuesta Nacional de Calidad de Vida
(ECV) from 2008

• Functionings in six dimensions: income, health,
education, housing, unemployment, and security

• In order to compute equivalent income measures,
we need information on individual valuations, i.e., on
the well-considered judgments by individuals
concerning their lives. However, valuation ordering is
not observed
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• With these coefficients, we can compute an
equivalent income for each individual

Then:
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Penalty for not being at reference
value for non-income dimension
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Distribution of equivalent incomes

Non-income dimensions have a large
effect on well-being, leading to equivalent
incomes that are very small for the worst-
off in our sample.
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Alternative 1: income
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Alternative 3: SISBEN score:
28 indicators; weights based on the Fuzzy set approach
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Alternative 4: Colombian MPI
15 indicators in 5 dimensions (uniform weights)

Larger values reflect
lower deprivation
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Rank correlation between five measures



Overlap (bottom 10%)
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Overlap (bottom 10%)
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The choice of weights doesmatter



Portrait of worse off 10%



• There are different methods to identify the worst off in
the literature …

• … with important empirical differences …
• … and policy implications.

Normative question: should we take the valuations of the
worst-off about what constitutes a good life into account
when identifying the worst off?
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