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• Longstanding interest on the actual impact of economic 

growth on poverty reduction since mid '70s.

• “Although the output of the world economy has 

expanded at an unprecedented rate in the past quarter 

century, the benefits of growth have only reached the 

world’s poor to a very limited degree”. 

Ahluwalia, Carter and Chenery (1979, p.299) 

• So far, the relationship between economic growth and 

poverty has been empirically studied under the 

conception of income poverty. 
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• Two approaches (Foster and Szekely, 2008):

1. Poverty Measures Approach

Dependent variable: change in some internationally 

comparable measure of income poverty ($1/day Headcount 

Ratio or some other FGT or Watts Measure).

Fields (1989), Squire (1993), Ravallion (1995, 1997, 2001), 

Ravallion and Datt (2002), Bhalla (2002), Ravallion and 

Chen (1997, 2003, 2007), Adams (2004), and Kraay (2006). 
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2. Income Standards Approach

Dependent variable: a function that summarises the 

income distribution into a single “representative” level of 

income, focusing on the bottom of the distribution. 

Roemer and Gugerty (1997), Gallup et al. (2000) and Dollar 

and Kraay (2000, 2006), who use the average income of 

the bottom quintile.
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Introduction

• Key Independent Variable: economic growth.

– Growth in real GDP per capita –National 

Accounts–

– Growth in the survey mean income or consumption 

–Household Surveys.

• Econometrics: unbalanced panel of country-

year observations. 



Introduction

• Also studies using state or province level data 

(Ravallion and Datt, 2002 for India; Ravallion

and Chen, 2003, 2004 and 2007 for China). 

• Elasticity of poverty (or of the low income 

standard) to economic growth is obtained.

• In what proportion can poverty be reduced 

(or low incomes increased) by a 1% average 

annual growth rate?



Introduction

• Fundamental idea: pro-poor growth.

• But… different meanings. 

– Elasticity of low incomes to growth is at or above 

unity (Roemer and Gugerty, 1997; Gallup et al., 

2000; and Dollar and Kraay, 2000, 2006). 

– Elasticity of poverty to growth positive



Introduction
• Datt and Ravallion (1992): decompose total change in 

poverty into a growth and a redistribution component.

• Growth is pro-poor whenever it has reduced poverty more 

than what it would have reduced it under distribution-neutral 

growth. 

• Kakwani and Pernia (2000)  and Bhalla (2002) 

similar decomp. + a pro-poor index. 

• Ravallion and Chen (2003): growth-incidence 

curve. 



Previous Empirical Findings

• Using mean income of the bottom quintile: 

generally found an elasticity of unity. Roemer and 

Gugerty (1997), Gallup et al. (2000) and Dollar and Kraay (2000, 

2006). 

• Foster and Székely (2008) using the EDE find 

that as greater weight is given to lower incomes 

the elasticities drop dramatically becoming 

insignificantly different from zero. 



Previous Empirical Findings

• Using a poverty measure: a wide range of 

elasticities: from -1.5 to -3 for studies that 

comprise several developing countries and use 

the extreme poverty headcount ratio. 

• Lower estimates have also been found for 

varying poverty lines and specific areas (Eastern 

European countries, Ravallion and Chen, 1997; 

certain Indian states, Ravallion and Datt, 2002). 



Previous Empirical Findings

• Inequality - factor usually pointed as mediating 

the impact of growth on poverty. 

• Cross-country evidence + evidence for India 

and China: higher initial ineq - lower 

elasticity of poverty to average incomes 

(Ravallion, 1997; Timmer, 1997; World Bank, 

2000; Ravallion and Datt, 2002; Ravallion and 

Chen, 2007). 



Previous Empirical Findings

• Other variables have also been considered. 

Evidence has been diverse. 

• In any case, the available evidence of the link 

between poverty and growth is limited to the 

case of income poverty. 



Motivation

• However it is increasingly acknowledged that 

poverty is intrinsically multidimensional…

– Participatory studies

– Conceptual Frameworks

– MDGs - SDGs

– Developement of MD poverty measures



Motivation

“broadly, pro-poor growth can be defined as one 

[such] that no person in society is deprived of the 

minimum basic capabilities” 

Kakwani and Pernia, 2000, p.3.

“… a proper evaluation would track a wide array 

of attainments and capabilities to determine how 

they are altered during the growth process” 

Foster and Székely, 2008, p. 1143-1144



Evidence so far

• Bourguignon et al. (2008, p. 4) found no 

correlation between growth and non-income 

MDGs 

• Alkire et al. (2015) found very low 

correlations between extreme income poverty 

reduction and improvements in several non-

income MDGs 

• Dreze and Sen (2013): paradoxical case of 

India.



This Paper

• This paper intends to contribute to the field 

with new empirical evidence on economic 

growth and poverty reduction 

• We use the MPI as the measure of 

multidimensional poverty.



Data & Econometric 

Model



• Secondary type and macro-level

• Focal Explained Variable: MPI

• We use all the available MPI estimates up to date, 

reported by OPHI. Includes: 

• The several estimation rounds performed between 2010 

and 2015 (period over which MPI estimates were updated 

for all countries for which new datasets were available)

• A few additional estimations performed for a specific study 

of MPI changes over time (Tables 6.1 and 7 of “MPI 

Resources” on OPHI’s web, with estimates from Alkire

and Robes, 2015; Alkire, Roche and Vaz, 2014).

Data



• Total of 109 countries with MPI estimates for 

at least one point between 2000 and 2014. 

– 55 countries have MPI estimates for two points in 

time

– 22 countries have MPI estimates for 3 points in 

time.

• Thus, all in all, we work with 208 country-year 

observations. 

Data



• Of the 109 countries:

– 24 are in Europe and Central Asia (ECA) 

– 10 are Arab States (AS), 

– 19 are in Latin America and the Caribbean (LAC)

– 10 in East Asia and the Pacific (EAP)

– 8 in South Asia (SA)

– 38 are in Sub-Saharan Africa (SSA). 

Data



• Comparability issues of the MPI data

– Different surveys used: DHS, MICS, WHS, plus 

specific country surveys for Argentina, Brazil, China, 

Mexico, Morocco and South Africa 

– For some country-year observations some of the 

MPI indicators are missing. Of the 208 country-year 

observations:

• 59 lack at least one indicator

• 44 lack more than one 

Data



Data

• Comparability issues are not exclusive of MPI.

• Comparability issues in studies of growth and 

income poverty include

– the estimate of the PPP exchange rate

– Consumption vs. income information

– differing survey design

– variation in the relative importance of consumption of 

nonmarket goods 

See for example, Ravallion (1995), and Ravallion and 

Chen, 1997).



Data

• Explanatory Variables

• Main explanatory variable: economic growth rate.

• Building on previous literature, we also consider :

– Trade (as a % of the GDP)

– Inequality

– Value added by agriculture, industry, services

– Governance – Control of Corruption 

• Sources: World Development Indicators and the 

Worldwide Governance Indicators Database



Econometric Model

• The number of MPI estimates over time for 

each country greatly limits the possibilities to use 

panel data models. 

• Our model is a linear regression, estimated by 

Ordinary Least Squares (OLS). 

• We try alternative specifications.



Econometric Model
• Baseline:

• Pi : the mean of the observed MPI values 

between 2000 and 2014. For comparability when 

using other poverty measures we express the MPI in % 

points. Note that, given data availability, for 22 

countries the mean is taken over three observed values, 

for 55 over two, and for the other 32 it simply refers to 

one observation.

• Xji : mean value for each i country –taken 

between 1980 and 2014– of each j explanatory 

variable. 



Econometric Model
Advantages of using mean values:

• Is more informative than a single value for 

understanding the link between growth –a long-term 

process– and multidimensional poverty. 

• It smooths potentially extreme values.

• It can alleviate data problems that might influence one 

particular estimate, such as unavailability of a particular 

indicator. 



Econometric Model

• ‘Robustness test’: we estimate the same regressions 

using the Headcount Ratio of Multidimensional 

Poverty as the dependent variable Pi

• Comparative purposes: we estimate the same 

regression using:

– the mean income poverty gap at $1.25 a day (PPP) -

comparable to the MPI

– the mean income headcount ratio at $1.25 a day (PPP) 

- comparable to the headcount ratio of 

multidimensional poverty. 



List of Variables

Dependent Variables

Mean MPI (2000-2014) MPI

Mean Multidimensional Headcount

Ratio(2000-2014)

HM

Mean Income Poverty Gap 

($PPP1.25/day) (2000-2014)

PG

Mean Income Headcount Ratio 

($PPP1.25/day) (2000-2014)

HI



List of Variables

Independent Variables

Mean Growth Rate (1980-2014)

Mean Gini Coefficient (1980-2014)

Mean Trade (as % of  GDP) (1980-2014)

Mean Imports (as% of  GDP) (1980-2014)

Mean Exports (as% of  GDP) (1980-2014)

Mean Value Added of  Industry (as % of  GDP) (1980-2014)

Mean Value Added of  Services (as % of  GDP) (1980-2014)

Mean Value Added of  Manuf. (as % of  GDP) (1980-2014)

Mean Control of  Corruption (1980-2014)



Results



Cross-country OLS

Dep. Var.: (mean) MPI

1 2 3 4 5 6 7 8 9

GR -2.59 -2.79 -2.22 -2.39 -1.79 -1.22 -1.99 -2.05 -1.78

Gini 0.06

Trad. -0.18 -0.17 -0.13

X -0.55 -0.35

M 0.16

Ind. -0.86 -0.85

Ss. -0.82 -0.79

Mnf. -1.20

CC -9.86 -8.87 -1.11

R2 0.08 0.11 0.21 0.28 0.53 0.40 0.29 0.34 0.53

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



Economic Growth (EG) Alone

• Without including any other explanatory 

variable, an increase in one percentage point of 

the mean growth rate (btw. 1980-2014) is 

associated with a decrease of 2.6 percent points 

in the mean MPI value. 



Cross-country OLS

Dep. Var.: (mean) MPI

1 2 3 4 5 6 7 8 9

GR -2.59 -2.79 -2.22 -2.39 -1.79 -1.22 -1.99 -2.05 -1.78

Gini 0.06

Trad. -0.18 -0.17 -0.13

X -0.55 -0.35

M 0.16

Ind. -0.86 -0.85

Ss. -0.82 -0.79

Mnf. -1.20

CC -9.86 -8.87 -1.11

R2 0.08 0.11 0.21 0.28 0.53 0.40 0.29 0.34 0.53

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



EG alongside Income Inequality

• We find no significant impact of Income Gini

on multidimensional poverty. 

• This does not mean that inequality is not 

associated with multidimensional poverty. 

– measurement error in inequality

– opposing effects at the country-level being cancelled 

out (such that poverty and/or ineq does not change)

– There seems to be a non-linear regression



Simple Scatter plot with Local Polynomial
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Cross-country OLS

Dep. Var.: (mean) MPI

1 2 3 4 5 6 7 8 9

GR -2.59 -2.79 -2.22 -2.39 -1.79 -1.22 -1.99 -2.05 -1.78

Gini 0.06

Trad. -0.18 -0.17 -0.13

X -0.55 -0.35

M 0.16

Ind. -0.86 -0.85

Ss. -0.82 -0.79

Mnf. -1.20

CC -9.86 -8.87 -1.11

R2 0.08 0.11 0.21 0.28 0.53 0.40 0.29 0.34 0.53

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



EG alongside Trade

• More trade – less poverty. Growth does not loose 

significance. But coefficient is slightly reduced. 

• Discriminating: X are significant. M are not.

• This differs from previous evidence which found no 

significant impact. (Dollar and Kraay, 2002; Foster and 

Székely, 2008; Kraay, 2006; Ravallion and Chen, 2007), 

at least not directly. 

• Our evidence suggests that an export-led growth strategy 

is particularly favourable to a pro-poor economic 

growth.



Cross-country OLS

Dep. Var.: (mean) MPI

1 2 3 4 5 6 7 8 9

GR -2.59 -2.79 -2.22 -2.39 -1.79 -1.22 -1.99 -2.05 -1.78

Gini 0.06

Trad. -0.18 -0.17 -0.13

X -0.55 -0.35

M 0.16

Ind. -0.86 -0.85

Ss. -0.82 -0.79

Mnf. -1.20

CC -9.86 -8.87 -1.11

R2 0.08 0.11 0.21 0.28 0.53 0.40 0.29 0.34 0.53

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



EG alongside GDP’s 

Sectorial Composition

• % Industry and % Services- also poverty reducing. Growth 

remains significant.

• The coefficient of the value added by manufacturing is 1.5 

times that of industry. This sub-sector may have a stronger 

association with poverty than industry as a whole. 



Sectorial Composition

Previous Evidence

• Agreement: Kraay (2006) finds that countries with a 

higher relative productivity in agriculture are more likely 

to experience poverty-increasing changes in relative 

incomes. 

• Disagreement: Studies on India and China by Ravallion

and Datt (1996, 2002) and Ravallion and Chen (2007).

• But methods differ. Evidence from India and China was 

obtained with studies that cover long periods (40 years).



Sectorial Composition

• Suggestion… increase the participation of 

industry yet sustaining agricultural growth can 

maximize the potential of growth to reduce 

poverty. 

• In line with recent strategy of an agro-

industrial oriented growth. Becoming a 

promising path for development (IICA, 2004; 

Mucavele, 2009; Guanziroli, 2007; 2012) 



Governance

• Control of Corruption Indicator (Kaufmann, 

Araar and Mastruzzi, 2010). 

• Reflects perceptions of the extent to which 

public power is exercised for private gain, 

including both petty and grand forms of 

corruption, as well as the "capture" of the state 

by elites and private interests. 

• Ranges from -2.5 (weak control) to 2.5 (strong 

control). 



Cross-country OLS

Dep. Var.: (mean) MPI

1 2 3 4 5 6 7 8 9

GR -2.59 -2.79 -2.22 -2.39 -1.79 -1.22 -1.99 -2.05 -1.78

Gini 0.06

Trad. -0.18 -0.17 -0.13

X -0.55 -0.35

M 0.16

Ind. -0.86 -0.85

Ss. -0.82 -0.79

Mnf. -1.20

CC -9.86 -8.87 -1.11

R2 0.08 0.11 0.21 0.28 0.53 0.40 0.29 0.34 0.53

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



Governance

• Better control of corruption – less poverty.

• Growth coefficient is slightly reduced.

• Trade coefficient is reduced in a somehow 

bigger amount. 

• Yet, when we include Growth + GDP Sectorial 

Composition + CC, CC is no longer significant.

• Correlation betw. control of corruption and % 

Services is 0.58.



Incidence vs. Adjusted Incidence

• Key difference between HM and the MPI is the 

intensity. 

• Comparing regressions with these two different 

measures:

• Sign and significance of the estimated coefficients 

are almost exactly the same as with MPI. 

• Estimated coefficients of all variables are between 

1.5 and 2 times higher over HM than over MPI.



Cross-country OLS

Dep. Var.: (mean) HM

1 2 3 4 5 6 7 8 9

GR -4.61 -4.79 -4.02 -4.32 -3.23 -2.46 -3.67 -3.75 -3.25

Gini 0.09

Trad. -0.28 -0.28 -0.22

X -1.00 -0.62

M 0.34

Ind. -1.56 -1.57

Ss. -1.29 -1.31

Mnf. -1.78

CC -14.5 -12.5 -0.85

R2 0.09 0.11 0.20 0.30 0.54 0.36 0.27 0.33 0.54

N 109 109 109 109 105 105 109 109 105

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



Multidimensional vs. Income Poverty

Is the growth impact different over the MD than over 

income poverty?

1. Income Inequality is significantly and positively 

associated with income poverty. 

2. Trade as a whole does not seem to have an impact, 

but its individual components are, in the same way as 

with MD poverty.

Coefficients are slightly higher for MD poverty measures 

than for the income poverty, yet the implied elasticity 

values tend to be the other way around



Cross-country OLS

Dep. Var.: (mean) PG

1 2 3 4 5 6 7 8 9

GR -2.02 -1.57 -1.88 -1.86 -1.26 -1.25 -1.61 -1.49 -1.33

Gini 0.28

Trad. -0.045 -0.043 -0.037

X -0.33 -0.17

M 0.195

Ind. -0.41 -0.42

Ss. -0.44 -0.48

Mnf. -0.53

CC -4.81 -4.64 -1.42

R2 0.13 0.18 0.15 0.26 0.40 0.25 0.19 0.24 0.40

N 95 95 95 95 91 91 95 95 91

Bold: Sig at 1%

Italic: Sig. at 5%

Rest: Non-Sig.



Cross-country OLS

Dep. Var.: (mean) HI

1 2 3 4 5 6 7 8 9

GR -4.3 -3.51 -3.82 -3.78 -2.48 -2.42 -3.14 -2.90 -2.55

Gini 0.496

Trad. -0.145 -0.138 -0.124

X -0.76 -0.44

M 0.365

Ind. -1.09 -1.09

Ss. -1.15 -1.19

Mnf. -1.33

CC -12.4 -12.2 -1.62

R2 0.13 0.16 0.17 0.27 0.50 0.29 0.22 0.28 0.50

N 95 95 95 95 91 91 95 95 91

Bold: Sig at 1%

Italic: Sig. at 5%

Underline: Sig. 10%



Elasticity of Poverty to Growth

Given our linear model, elasticity is given by:

By definition, this ranges from very high (tending to 

infinite) to very low (tending to zero), in absolute values.

We use the estimated coefficient of the 1st specification. 

Thus elasticity values are an “upper bound”.



Elasticity of Poverty to Growth

• Average elasticity estimate within the 3rd quintile of each 

poverty indicator. 

• The 3rd quintile includes the mean and median 

values, except for the case of the income poverty gap 

(includes the median but not the mean). 

• We also present the average estimated elasticity 

considering the countries in the 2nd, 3rd and 4th quintile 

of the distribution of the corresponding poverty 

indicator. 



Elasticity of Poverty to Growth

Average

elasticiticy of  

“X”measure to

growth

3rd Quintile 2nd-4th Quintile

MPI -0.62 -1.28

PG -0.90 -2.82

HM -0.73 -1.11

HI -0.53 -1.31



Elasticity of Poverty to Growth

• The association of economic growth with 

poverty seems to be –at most– quite moderate. 

• A 1% increase in the average economic growth 

rate is associated –on average– to a 0.62% 

reduction in the MPI among the countries of the 

third quintile of the MPI distribution. 

• Poverty reduction does not move paripasu with 

economic growth but only to a lesser extent. 



Elasticity of Poverty to Growth

• Some evidence of elasticity to growth being 

higher for MD poverty incidence than for 

poverty adjusted incidence. Difficulty of 

economic growth to reduce poverty among the 

poorest poor. 

• Growth seems more strongly associated with 

income poverty reduction than with 

multidimensional poverty reduction.



Alternative Models



• Cross-country OLS taking each estimate of the MPI 

for each country and year as a different observation 

(208 obs). 

• Explanatory variables: the mean value of each of 

them over the five years previous to the MPI 

observation. 

• Results are essentially the same as the ones 

described above in terms of sign and significance of 

each variable. The estimated coefficients are 

smaller. 



• We constructed a small panel of 76 countries with 

two observations over time and estimated a first 

difference model. 

• We found no variable to be significant.

• We understand this is due to the small sample size 

we were able to build as well as to the small 

variability over time of the MPI observations. 



Concluding Remarks



• Growth does contributes to reduce 

multidimensional poverty, but to a limited 

extent. Elasticity 0.62%.

• Less MD Poverty :

– Countries that export more

– Countries with higher share of industry (esp. 

manufacturing) and higher share of services

– Countries with higher control of corruption, but this 

highly correlated with the share of services. 



• Elasticities suggest it may be easier for economic 

growth to:

• reduce multidimensional poverty incidence than 

incidence adjusted by poverty intensity

• reduce income poverty than multidimensional 

poverty



• Data constraints - a first exploration. 

• As the MPI continues to be estimated forward

and backwards further studies will be possible. 

• Future… to explore the specific growth 

pathways and patterns that are favourable to 

multidimensional poverty reduction.



Thank you!


