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Motivation

* Poverty reduction remains central challenge in
developing countries (including Zambia);

e Poverty Reduction can be achieved via:
— Static Redistribution (one-off effect);
— Distribution-neutral growth;
— Growth that favors the poor (,pro-poor growth’)

 Dynamic Linkages: Central role of inequality:
— Lower inequality directly reduces poverty;

— Lower inequality increases poverty effect of
distribution-neutral growth (Bourguignon);

— Lower inequality appears to promote higher growth:

* Linked to asset inequalities and market failures: high
Inequality reduces ability of poor to invest in physical and
human assets;

 Link to political and social instability. 5
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Decomposition of change in distribution and poverty into growth and distributional effects
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Source: Bourguignon (2003).
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Poverty /Growth semi-elasticity as a function of mean income and income inequality

(assumption: zero growth of mean income)

Poverty line as a proportion of mean income
Gini 0.10 0.20 0.30 0.40 0.50 0.60 0.70 0.80 0.90 1.00
0.20 0.000  0.000 0.007 0066 0239 0512 0798 1009 1106 1.096
0.25 0.000 (G003 0044 0.173 0374 0586 0.754 0.854 0885 0.863
0.30 0.000 0.020 0.112 0271 0.444 0.587  (.681 0.725 0.730 (0.705
0.35 0.003  0.057  0.185 0.337 0466  0.555 0605 0.621  0.614  0.590
0.40 0.013  0.107  0.245 0.370 0459 0511 0.535 0.537 0.524 0.502
0.45 0.033 0.158 0.286 0.379 0436 0464 0472 0466 0.451  0.432
0.50 0.064 0.201 0307 0372 0405 0418 0416 0406 0.391 0.373
0.55 0.100 0.233 0.313 0.354 0.371  0.032 0.366 0.354 0.340 0.324
0.60 0.137  0.252 0307  0.330 0.335 0.331 0321 0308  0.295 (0.281
0.65 0.168 0.258 0.293 0.302  0.299 0.291 0.280 0.267 0.255 0.243
0.70 0.192 0.255 0.271  0.271  0.263 0.253 0.241 0.230 0.219 0.208
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Inequality and Well-Being

Inequality reduces average well-being (declining

marginal well-being):

— Sen Index: S=vy (1-G);

— E.g. Zambia 1996-2010: Growth in PCY: 32%, Growth in Sen
Index: 21%;

Inequality reduces life satisfaction and happiness;

Inequality in non-income dimensions of well-being matter
(esp. health, education, access to public resources and
services);

Not only between but also within households (e.qg.
gender);

Need to monitor inequality in income and non-income
dimensions.
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Definition of Pro-Poor Growth
Weak absolute definition:
— Growth that reduces poverty;

Relative definition:

— Growth that is proportionately larger for poor than non-
poor (higher growth rates of poor than average, implies
falling relative inequality);

Strong absolute definition:

— Growth that is absolutely larger for poor than non-poor
(higher absolute income increases of poor than
average, implying falling absolute inequality).

Growth incidence curves a way to illustrate
distributional pattern of growth; g



Figure 2.3 Selected examples of growth incidence curves

growth rate

—Romania 96-02
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Bolivia: Relative and Absolute Income GIC
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Figure 2.5 Urban and rural growth incidence curves for Zambia
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Rate of Pro-Poor Growth

« Chen-Ravallion (2003): Average of percentile growth
rates up until poverty line in first period,;
— If PPG rate > 0, PPG weak absolute definition
— If PPG rate > Income growth rate, PPG relative definition;

« Kakwani and Son (2008): Growth rate multiplied with
PPG index (actual growth elasticity of poverty divided by
hypothetical growth elasticity if inequality had remained
unchanged, if PPG index>1 PPG in relative definition);

13
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Median spline
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GIC: Zambia - 1996-2010
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Sub-periods

1096-1998  1008-2004  2004-2006 2006-2010  2006-2010
(extended)  (narrow)

Growth rate in mean -1.37 -6.00 -12.30 -3.08 -9.40
Growth rate at median -1.25 -15.60 12,68 14 -13.45
Mean percentile growth rate 4,36 1242 1193 0.26 1157
Rate of pro-poor growth -5.06 -16.24 -11.96 331 1343
Corresponding percentile [68] 167] (58] [59] [59]
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Problems and Issues

 High demands on data quality and comparability (esp. at
edges of distribution); example from Zambia 2006-2010
(the case of ,other vegetables®);

* Possible inconsistency with trends in poverty if changes
In poverty line are different from changes in overall
prices:

— Poverty line uses prices of the ,poor’
— GIC uses CPI

— If the two prices do not move together, the analyses will generate
different conclusions; example of Zambia.

— Can be seen in ,triple* decomposition of poverty changes;

 Should see GIC and poverty changes as two
complementary view of distributional changes. 17
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Triple Decomposition of Poverty (Headcount) Changes in Zambia, 1996-2006

1996-1998 1998-2004 2004-2006 1996-2006
Poverty rate inyear 1 0.681 (.068 0.564 0.681
Poverty rate in year 2 (.068 0.564 0.593 0.593
Change in poverty -0.013 -0.083 0.008 -0.088
Growth Component 0.007 0.025 0.052 0.081
Redistribution Component 0.003 0.027 0.003 0.035
Poverty Line Component -0.023 -0.136 -0.047 -0.204
Residual 0.000 0.000 0.000 0.000

19
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GICs In Non-Income Dimensions: NIGICs

e Can extend concept of GIC to non-income
dimensions of well being;

e E.g. Question: How was the expansion of
education distributed among the population?
— Unconditional: Along the education distribution
— Conditional: Among the income distribution
— Absolute expansions possibly more relevant;

 Examples: Education Bolivia and Burkina Faso

20
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Table 1. Non-incame mdicators and related variables (unconditional, Bolivia, 1989 and 1998

1 P 3 4 5 f 1 8 Y 10 Mean 11 Gm

Mean of deciles {uneonditional), 1959

Income .88 4027 5750 7733 10061 13239 17708 246.12 36836 §63.39 21330 3046 0.56
Education
Average education 022 131 226 3N 428 561 T3 43 117y 12 603 6909 043
Average education of respondents 000 000 129 227 3M 4717 64 858 ILS6 1513 531 nd 03]
Average education of respondents (20-30) 013 172 295 410 518 701 E92 1125 1200 1448 669 111 03
Average education of partners 000 135 283 413 53 652 RS 1135 1270 1677 695 nd. 042
Maximum education 048 252 352 48 58 750 978 1199 1387 1698 764 3536 038
Maximum education of respondents 000 0 129 227 1M 472 64 B 1156 1513 540 nd 031
Maxmum education of respondents (20-30) 011 167 290 38 500 664  B6S ILI1 1200 1470 658 13363 040
Maximum education of partners 000 137 285 42 540 675 BEE 1164 1284 1689 709  nd. 042
Individual education oo 028 181 3 4% 562 78 024 206 1610 609  nd 047
Health
Under 5 chuld survival rate (%) W43 6406 738l 464 100 100 10 100 100 00 8§74 260 011
Under 1 child survival rate (%) 41.51 k831 100 100 100 100 10 100 100 100 25 241 007
Average vaccination per child (age = 1) 008 188 349 467 567 646 700 798 BO0 ROD 530 100.00 0.28
Nutnition
Muntmg z-score -417 =301 =211 =211 -170 -133 09 -025 000 088 -1 nd 01
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Table 1 (contmued)
1 2 3 4 3 f ! 8 9 10 Mean 101 Gm
Mean of deciles (wmconditional ), 1998
Income 3637 6330 8926 11922 15589 20315 26964 369.20 55527 124270 31210 M7 054
Education
Average education 087 237 351 478 606 73 70 981 1243 6.4 721 184 035
Average education of respondents 000 136 272 395 516 668 B34 942 1075 1639 648 nd 04l
Average education of respondents (20-30) 099 345 500 645 798 B99 999 099 1371 1639  ¥O5 1676 031
Average edueation of partners 054 223 385 513 751 858 950 1000 423 1704 786 1LY 036
Maxmum education 147 348 487 644 R 901 1000 1071 1576 17.4  B74 1160 031
Maxmum education ol respondents o0 136 271 395 516 668 X34 942 1075 1639 658 nd 04l
Maxmum education of respondents (20-30) 089 300 445 535 708 R40 928 1000 1270 1646 782 1849 032
Maxmum education of partners 054 225 38 519 76 RT3 966 100 1469 1704 796 3156 036
Individual education 015 173 32 463 463 797 901 1000 1263 1691 724 11176 038
Health
Under 5 child survival rate (V) 4603 7036 9070 100 100 10 100 100 100 00 9062 216 008
Under 1 child survival rate (%) 4367 9329 10 100 100 100 10 100 100 00 9363 229 006
Average vacanation per child (age = 1) 009 213 374 492 S8 674 714 BO0  BOD  BOO 548 BBBO 026
Nutntion
slunbing z-score =361 =243 192 =15 -119 0% =030 000 005 111 =106 nd 016
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Table 2. Non-income indicators and related variables (conditional. Bolivia, 1989 and 1998 )

1 2 3 1 5 b T 8 Y 11 Mean 101
Mean of the deciles (conditional), 1989
Income 2188 4027 5750 7733 100.61 13239 17708 24612 36836 86339 21339 3946
Education
Average education i 348 411 447 5M 6.07 6.99 1.94 937 1147 603 37T
Average education of respondents 20 293 325 375 469 541 63 719 B 1068 551 485
Average education of respondents (20-30) 310 462 520 39 b. 7% 8.06 8.32 B84 44 1047 664 317
Average education of partners 3B 403 49 520 640 673 1.65 o8 1004 1226 698 316
Maximum education 441 477 552 581 7.08 1.13 g0 973 1123 1329 764 300
Maximum cducation of respondents 20 29 325 3715 469 5.41 6.34 1.19 870 1068 563 485
Maximum education of respondents (20-30) 319 450 483 572 655 7.2 B4R B16 953 1082 68 330
Maximum education of partners 400 410 302 531 6.52 6.91 7.84 585 1008 1240 711 310
Individual education 303 361 413 467 562 6.19 706 1.96 93 1149 600 379
Health
Under 5 child survival rate (%) 84.54 8694 B6.B3 BS.02  B5R2  R744  BRle KB4l 9106  9YL00 8704 108
Under 1 child survival rate (%) 9146 9103 9l 9274 9234 9385 9345 G435 9339 9243 925 102
Average vaccmation per child (age = 1) 509 4M 507 535 S0 541 AT 62 616 639 530 123
Nutntion
Stunting z-Score B -1 -1 -L7 -1 -157 -127 126 -L18 082 -154 nd
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Some conclusions

Important to study the distributional pattern of
growth,

Pro-poor growth an important concept in this
regard,;

Possible to do with readily available data In
Income and non-income dimensions;

Great care is needed In interpreting the results,
also in comparison with other types of poverty
analysis.
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