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An NIl nconvenient t rut
Philippine society (1)

Poverty & hunger are

# Widespread
4 |Increasing in recent years

# Threatening to rip the social
fabric



An NIl nconveni ent t rut ho
Philippine society (2)

3 shocks in a row In the past three years

+ Food (rice) crisissecond half of 2007 to first half of
2008, but prices have not come down to mieock
levels.

+ Global financial/economic crisissecond half of 2008
to first half of 2009, but still a fragile recovery

+ Typhoons Ondoy, Pepeng & Sant): second half of
2009

Have these shocks changed thehndamental
character2 ¥ (G KS O2dzy i NB Qa LJ2¢

Not much.




Outline

+Key Issues

#Channels and policy levers

+Low and weakly inclusive income growth

+N Sharpenerso of respc

#|ndicative areas for government spending
on a strategic poverty program



Key Issues

# Persistent poverty  Not just because of
low economic growth, but also because
of weak response of poverty reduction
to growth

# \Weak governance _ Highly politicized,
poorly coordinated, highly fragmented
social sector and asset reform
programs




Persistent poverty

it Poverty increased in
recent years despite
economic growth.

i The global financial &
economic crisis has
not substantially
altered the character
of poverty.

u At current
expectations of
medium -term
economic growth, and

assuming Obusine

usual , o it
likely that MDG on
poverty will be missed
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Persistent poverty

70 - : :
Poverty reduction has been quite fast

60 - in East Asia, but not so in the
Philippines.
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Motes:  Estimates refer to the proportion of population with income per capita below U551.25 a day (in PPP). Figures for Indonesia are
approximation from urban/rural estimates.
Sources: PovcalMet —World Bank; Chen and Ravallion (2008) for China estimates; Badan Pusat Statistik for urban and rural population ratios.



Percent of households

Households experiencing hunger

July 1998 1 December 2009
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Channels & policy levers

Aexpansi gn
of the pie Opoverty
Income Growth . .
(Growth Reduction
Channel)
A a
Reverse
Causality
Determining Factors
h 4
A Health
A Education idi vi sion of [the piebd
A Infrastructure
A Land distribution |
A Demographic factors (Equity Channel)
A Institutions
A Geography
A Initial Conditions




Health &
iIncome (1)

Cross-country data
Life expectancy rises
with income, even
more so at low levels
of Income.

But other things
beyond income
Influence health
status.
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Health &
iIncome (2)

Cross-country data:

At low levels of
iIncome, child
mortality _ rate falls
sharply as income
Increases.
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Sustained economic growth is fundamental

to poverty reduction. (1)

Average Annual Change in log(Per Capita Income in Poorest

Quintile)

02

Response of the income of the poor to overall

income growth
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Average Annual Change in log(Per Capita Income)

Source: Dollar and&raay(2002)

0.2

® Crosscountry
data. The
/Income of the
poor grows with
national average
Income, though
not on one-for-
one
correspondence.



Sustained economic growth is fundamental
to poverty reduction. (2)

Average growth rate of real per capita GD
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Beyond economic growth

Average Annual Change in log(Per Capita Income in Poorest

Quintile)

02

Response of the income of the poor to overall

income growth
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Source: Dollar and&raay(2002)
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# Cross-country

data : Other
factors matter,

including

Access to health,
education, &
productive
assets

Social protection

/nstitutions



Weak response of poverty to growth in the
Philippines

A. Percent change in poverhcidenceaarising from 1% change in mean income

Philippineg19881997) -1.6 Balisacan and Fuwa (2004)
Philippineg19882003 -1.3 Balisacarf2007)
EastAsia(1990-2006 2.1 World Bank(2009

Indonesia -2.3

Philippines -1.6

Thailand -4.9

Vietnam -1.6
47 Developing countries -2.5 Ravallion (2001)
Philippines -1.6 Balisacan and Fuwa (2004)

B. Percent change in the income of the poorest quintile with respect to 1% change
In_ mean income

Indonesia 0.7 Balisacan, Pernia and Asra (2003)
Vietnam 1.3 Balisacan, Pernia, and Estrada (2003)
Philippines 0.5 Balisacan and Pernia (2003)



Weakly inclusive growth:

Highly uneven progress in poverty reductioné
%
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Highly uneven progress in human development (1)
Improvement in HDI, 1997 -2006
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Highly uneven progress in human development (2)

Improvement in life expectancy, 1997 -2006

Zamboanga INorte E
adatiet

0 ]

n

1on

r

UI é)
Westernlsa% Fl
&

Agﬂ%féa?gﬁ

te

2Rl
S
Camarine?\ 3
Davag Orlena}i
Mlsamlsrrbn l

i
o
Misamis cmdélﬁt II

North Cot :lr
8‘1‘

Za o n a eLf%Jur

Negros C(a GE
Slﬂtatn%a ra?

nggs BN ﬁq

aan as

aWI

Surigao de or e

ou %aga
South Et Q

ehu e .
(3 ) m————————————————

Camarines
Og'en%g‘%lln (j)ro
outhe

r% LeIYIe

asilan
Mt. Province
uezon

Ocut?seu&%%l\ﬂﬁ%ﬁ?

PatR a% a

Agusan 0% or?e

E

|

f

1

F

}

]

—
e@%os renta? E::

——————

:

:

|

?

|

1

?

§< wan D —

ueva Aa
angasinan

0.0 1.0 2.0 3.0 4.0 5.0 6.0


E:/AMB stuff/Book2.xlsx

What does it take to sharpen the response of
poverty to growth? (1)

Focus on Sluggish growth in labor productivity, low
# Creating productive quality of employment
employment .
opportunities ;
V Infrastructure to o
promote connectivity, ‘e, ,__H_“,h-..,.-.ﬂ-"

especially between
leading/urbanizing &
lagging/rural areas

V Market-friendly
Institutions to exploit

‘000 PhP J unit of labor

a0

Total labor productivity

the benefits of W
agglomeration & o Agiculture
specialization .

1986 1988 1990 1992 1994 199 1998 2000 2002 2004 2006 2008



Investment must rise, but
iInvestment climate has to improve!
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Low savings rate
compared to the
rest of East and
Southeast Asia.

But investment
rates are even
lower, especially in
recent years.

Highly unfavorable
Investment
climate!



What does it take to sharpen the response of
poverty to growth? (2)

Focus on
+ Expanding ACCESS of the poor to productive assets




