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An ñinconvenient truthò about the 
Philippine society (1)

Poverty & hunger are

Widespread

Increasing in recent years

Threatening to rip the social 
fabric



An ñinconvenient truthò about the 
Philippine society (2)

3 shocks in a row in the past three years

Food (rice) crisis: second half of 2007 to first half of 
2008, but prices have not come down to pre-shock 
levels.

Global financial/economic crisis: second half of 2008 
to first half of 2009, but still a fragile recovery

Typhoons (Ondoy, Pepeng, & Santi): second half of 
2009

Have these shocks changed the fundamental 
characterƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǇƻǾŜǊǘȅ ǇǊƻōƭŜƳΚ

Not much.
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ñSharpenersò of response to poverty 
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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
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Persistent poverty

üPoverty increased in 

recent years despite 

economic growth.

üThe global financial & 

economic crisis has 

not substantially 

altered the character 

of poverty.

üAt current 

expectations of 

medium -term  

economic growth, and 

assuming òbusiness as 

usual,ó it is highly 

likely that MDG on 

poverty will be missed . Note: Authorõs estimates based on official poverty lines for 2006. 

GDP growth rates beyond 2009 reflect  long -term growth potential 

based on 1992 -2007  performance.

MDG

Projected
Actual



Persistent poverty

Poverty reduction has been quite fast 

in East Asia, but not so in the 

Philippines.



Households experiencing hunger
July 1998 ïDecember 2009

Source: Social Weather Stations

Average 1998-2009: 13.1%



Channels & policy levers

Poverty

Reduction

ñexpansion 

of the pieò

(Growth 

Channel)

ñdivision of the pieò

(Equity Channel)

Determining Factors

ÅHealth

ÅEducation

ÅInfrastructure

ÅLand distribution

ÅDemographic factors

ÅInstitutions

ÅGeography

ÅInitial Conditions

Income Growth 

Reverse 

Causality



Health & 
income (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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Source: World Development Indicators, 2008. 

Note: Data exclude African countries



Health & 
income (2)

Cross -country data: 
At low levels of 
income, child 
mortality rate falls 
sharply as income 
increases.

Source: World Development Indicators, 2008
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Sustained economic growth is fundamental 
to poverty reduction. (1)

Source: Dollar and Kraay(2002)

Response of the income of the poor to overall 

income growth

Cross-country 
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)
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Growth has picked up, but the pace is still 
ǎƭƻǿŜǊ ǘƘŀƴ ǘƘƻǎŜ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ neighbors.

Source: World Development Indicators, World Bank 



Beyond economic growth

Source: Dollar and Kraay(2002)

Response of the income of the poor to overall 

income growth Cross -country 
data : Other 
factors matter, 
including

ˈAccess to health, 
education, & 
productive 
assets

ˈSocial protection

ˈInstitutions



Weak response of poverty to growth in the 
Philippines

Country Estimate Source

A. Percent change in poverty incidence arising from 1% change in mean income

Philippines(1988-1997) -1.6 Balisacan and Fuwa (2004)

Philippines(1988-2003) -1.3 Balisacan(2007)

EastAsia(1990-2006) -2.1 WorldBank(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

Note: Provinces were grouped consistently to their 2000 regional classification. Estimates use spatially 
consistent cost-of-basic-needs poverty lines (see Balisacan2006).



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

Focus on

Creating productive 
employment 
opportunities

VInfrastructure to 
promote connectivity, 
especially between 
leading/urbanizing & 
lagging/rural areas

VMarket-friendly 
institutions to exploit 
the benefits of 
agglomeration & 
specialization



Investment must rise, but 
investment climate has to improve!

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!

Source: Medalla(2009)

Source: ADB (2007)



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

Focus on

Expanding ACCESS of the poor to productive assets


