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I.  Growth, Poverty, and Equity 

Concept & Definitions 
 

Measurement 
 

Patterns in Economic Development and Causes 
 

Strategies: Scope for inclusive and sustainable 
growth 

 



II.  Unemployment 



Poverty and Inequality 
• Record in the Asia-Pacific: 

freeing 350 million people 
from extreme poverty 
between 1990-04 

• MDG: halving the 
proportion of people in 
extreme poverty 

 
 



But the current crisis 
could roll back some 60 
million people back to 
poverty in 2009. 



Disparities in poverty reduction 
outcomes exist. (China’s is most 
dynamic) 
 
 



Asia has still 600 million people 
living below $1.25 per day, today. 

 



Spate of natural disasters make 
the poor very vulnerable. 
(climate change) 
 



Rising unemployment is another 
concern 
 

– Lag effect of the crisis 
– Some 24.8 million people could lose their jobs 
– Most vulnerable to crisis are 

• Poor  
• Women workers in manufacturing 
• Children and elderly 
• Low-skilled migrants 

– Have intergenerational consequences 
 



Growth     

Inequality Poverty 

Nexus 



Inequality. 

Distribution of income among households within a nation.  
 
Distribution of? Income. Consumption. Wealth. 

International inequality. 



Measurement of Inequality 

• Frequency Distribution 
– Income brackets vs families/individuals 
– Consumption brackets vs families/individuals 
– Log normal distribution 
 

• Size Distribution 
– Share of total income per quintile of HH 
– Share of total income per poorest 20% to richest 20% 





Lorenz Curve 

Cumulative percent of consumption/income vs 
cumulative percent of recipients 

 



Gini coefficient 
 

– a single number to describe distribution of 
income 

– ratio of the income share received by the top 
20% of HH to share received by the bottom 
20% 



Growth and Inequality 

• Kuznets: inverted U pattern 
– Inequality worsens better 

before it gets better in the 
process of growth 



Growth and Inequality 
• Lewis: surplus labor model 

– Distribution of income that favors high-income 
groups contributes to growth because profit earners 
save to obtain funds for expanding their enterprise. 
Savings  Investments  Growth 



Other determinants of Inequality 

Inequality = f{Income, ??} 

Resource endowments (mining, rice farming) 

‘Persistence of the past;’ historical and 
political, latifundia and land reform  

Policy decisions: taxes and 
government spending 



Why do we care about 
Inequality? 

When inequality is high, 
there could be foregone 
investments (education, 
irrigation, collateral) 

Political economic reasons: 
vested interests try to maintain 
status quo (protectionism to 
promote monopolies, etc.) 

Moral issue 



Clinical approach 
Mixed results 

No clear evidence of inverted 
U 

There can be persistence of inequality within nations 

Thus, there is greater scope for policy action 



POVERTY 
Not the same as inequality 

Usual notion: poverty lines as 
benchmark for poor and unpoor 

But Poverty is multidimentional 
More than mere material 
deprivation 
Access to basic health and 
education (intergenerational issues) 
Vulnerability to adverse shocks 



Measurement 

Absolute poverty: use of poverty lines as 
benchmark, the dividing line between 
poor and unpoor 

Poverty line: minimal consumption basket 
Based on mometary value 
Nutritional intake 
A social construct: choice of individual 

Many types: rural/urban; region specific 



Use of Indicators 

Characteristic of poverty line: maintain 
constant poverty line over time: imply the 
ability to purchase the minimum basket of 
goods 

For policy makers: ability to monitor how a 
country or region is able to life people out of 
absolute poverty 

Nations choose the poverty line 



Measures of 
ABSOLUTE POVERTY 

$1 a day: a popular global absolute 
poverty threshold 

Convert $1 to local currency 

Individuals consuming below this 
poverty line are considered absolutely 
poor 



 

EXTENT OF POVERTY 

Report the number of people below the PL 

Headcount index: ration of number of 
people below PL over total population 

Poverty gap: how many people fall 
below the poverty line and how far 
they are from that line (measure of 
severity) 
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Issues on Measurements 

Arbitrariness of $1 or $ 2 a 
day, too low? 

$1 has little to do with 
country specific poverty 
lines 

Africa case 



Dimensions of 



Who are 
the poor?

-Degrees of ‘poorness’? 
 



Who is 

URBAN RURAL 



Are poorer than ? 



Access to 
property rights, 
ownership of land 

 
Girls tend to receive 
less education than 
boys 

 
Women tend to 
receive lower wages 

 
Sex-selective 
abortion favors male 
births 

 
Empirical results: not 
very conclusive 



How to 
reduce 

Poverty 



1.Market-oriented growth? 
• Trickle-down effect: does it work? 
• Macroeconomic stability 
• Open markets and foreign investments 

• Comparative advantage: labor-intensive sectors 

2.Direct health and education supply 
to the poor 
• Investing in the poor, will increase capacity 

3.Social Safety Nets 
 

 
 

 



Reaction to 
Market-oriented 
Growth 
Approach  
(UNDP) 



Jobless growth? 
Ruthless?  

•Only the rich benefit 
from the growth 

Voiceless?  
•Not democratic? 

Rootless?  
•People’s cultural 
identity are watered 
down. 

Futureless? 
•Resources are 
squandered by 
present generation 



growth 

UN ESCAP 

growth 



Empirical 
Issues 



 Is growth always good for 
the poor? 

 Is growth enough to lift 
people out of poverty? 
MDG: cutting in half by 2015 

the numbers living below “$1 
a day” 

What is pro-poor growth? 
- Pro-growth vs pro-poor? 
-Issue is ‘inclusiveness’: growth 
that carries increased 
opportunities for the poor to 
participate in that growth 
 



Market-oriented 

Strategies 



 Poverty, Growth and 
Market Forces 
 Macroeconomic 

stability 
 Trade and investment 

openness 
 Market forces create 

new opportunities that 
benefit some and hurt 
others.  

 Challenge: how to help 
the poor get the most 
out of new market 
opportunities 
(Inclusiveness) 



services 
for the poor 



Targeting education and health service 
delivery to the poor, implications on productivity 



Investing in the 
rural areas and 
agriculture 
(rural infrastructure, 
farm-to-market 
roads, 
communications, 
irrigation, water) 



Transfers 
• When there are chronic 

poverty 
• Food pricing or 

distribution programs 
– To avoid leakages 
– To be cost-effective 

• Social safety nets: for 
temporary poverty 

• Employment 
guarantee schemes 
– Self targeting: wage 

policy 



International 

• Rich/Poor Nation divides 
• Disparities in the population and consumption 
• Measure of international inequality 
• The China effect in measurement of world 

inequality.  
 



Global crises 
and Poverty 

- Slower growth in the rich 
countries: implications on the poor 
- Externalities: influenza, disease 



Switching to 
unemployment 
issues  
in the Asia-Pacific… 



Trends: employment growth in the Asia-Pacific 
subregions, 1991-95 and 2006 
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Trend: Employment in 
Agricultural Sector, 1991-07 
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Trend: Employment in 
Industrial Sector, 1991-07 
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Trend: Employment in 
Services Sector, 1991-07 
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Total Unemployment by 
Subregion, 1991-07 
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Global recession impacts 
negatively on the growth of the 

countries in the Asia Pacific 
 



Transmission 
Channels 

Trade: labor-intensive 
manufactures 

Fall in FDI: Less 
Factories 

Fall in remittance 



Labor 
Demand 

Downward 
pressure on 

wages 
 For 2001-2007 

wages in AP only 
increased by 1.7%  

Cutbacks 
on working 

hours 



Job 
losses 

Reverse 
Migration 

Shift to 
informal 

employment 





Impact on those that    
    just emerged from  
     crossing the  
      poverty line 
 
Workers on the 
      lower end of the  
             income  
               spectrum 
 







YOUTH 
(less experienced 

workers) 
 

– In Asia youth is 3x 
likely to be 
unemployed vs 
more mature people 

– Estimated 51 million 
jobs needed in Asia 
to absorb entry of 
youth to labor force 

 



WOMEN 
– Many of the export oriented labor intensive 

industries employ women 
– For 2009 women unemployment expected to rise 

to 5.7% whilst the figure for men is 4.9%.  
  

 



MIGRANTS 



Impact of Crisis on 
Unemployment in the Region (ILO) 

On unemployment rates 
– 2008: U will increase by 4.4 M, 4.8% rate 
– 2009: U will increase by 9 – 26.3 M, 5 – 5.9% 

 
On vulnerability 

– 2008: 1.09 B workers (60.7% of total) are 
vulnerable 

– 2009: increase in numbers by 64 M, or 6% 
growth 



                        In developing countries,   
                       concept of unemployment 
less useful as large proportion of the 
workforce are engaged in subsistence 
farming and informal-sector activities. 
For these activities, the issue is more 
underemployment.   
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