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Abstract

Given the complexity and multidimensionality of poverty phenomenon, a key issue for its study
and sizing is to define an appropriate indicator that captures the well-being of individuals and families.
In this sense, the objective of this study is to explain in detail the methodology of constructing the
aggregate household consumption, based on data from the Brazilian Consumer Expenditure Survey
2008-20092 (CES 2008-2009), to enable the measurement and analysis of well-being, poverty, inequality
and vulnerability of households to poverty.

Following the literature on the topic, some aspects should be considered: definition of expenditure
items that should be included, analysis of extreme values and imputation techniques of food
consumption. To ensure comparability between the levels of families well-being, the definition of
expenditure items that were excluded in the composition of aggregate consumption obeyed the
following assumptions: items with high values, items whose acquisition was sporadic, items purchased
to another household and items with low elasticity, according to some references and recommendations
of the articles authors Deaton and Zaidi (2002) and Lanjouw (2005).

The propensity score method was tested to deal with the existence of consumption units whose
total costs on food comsuption reported in CES 2008-2009 is null. In this exercise, however, imputation
showed no significant impact on levels of poverty and inequality.

After the definition of the aggregate consumption per household, some indicators of poverty and
inequality were obtained, as well as the vulnerability of households to poverty in Brazil.

The vulnerability of households to poverty was estimated by the methodology described in
Chaudhuri et al. (2002). However, the model was modified to incorporate cluster effects. In this
way, the probability that households are in poverty is estimated. In this exercise, the poverty line was
considered the half of minimum wage in 2008. Following the proposal of the authors, the families with
vulnerability index greater than 0.5 were classified as highly vulnerable. Through this methodology
it was possible to discern family groups according to their vulnerability and poverty.

This study has the expectation to contribute to the Brazilian literature on indicators of social
welfare and methodological improvements on the construction of these indicators, especially regarding

the use of aggregate consumption of households.
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