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Context

+ Poverty in the developing world remains a rural
phenomenon

Search for drivers of rural poverty reduction,
especially in view of new challenges (climate
change, water scarcity, global supply chains)

Recent past: agricultural growth driven by
technological change — key driver of rural
poverty reduction

Increasingly crucial role of non-agricultural
Income growth in rural poverty reduction



Landscape heterogeneity In
poverty reduction

+ Agri growth vs non-agri growth in
poverty reduction: a misleading
dichotomy

+ Diversity in geography & initial
conditions (landscape heterogeneity)

+ Co-existence of agri growth and non-

agri growth as efficient pathways out of
poverty



Conditioning factors, agricultural growth,
and rural welfare outcomes
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Conditioning Factors — Policies, Infrastructure, and Institutions

Pricing & trade policies Infrastructure Education
Institutions/ Land policies
Governance Credit policies Technology Health




Stylized observations on poverty
reduction in Philippine provinces (1)

» For the large majority of provinces, poverty has
been accompanied by higher growth rates in non-ag.
iIncome than in ag. Income.

FIES 1991-2006

(# of Aag income> A non- | Aag income< A non-
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Stylized observations on poverty

reduction in Philippine provinces (2)

» Reduction in the rural poor (and non-poor) dependent of

agriculture

» Substantial increases in the non-poor (both rural and urban)

FIES 1991-2003

who are dependent on non-agricultural incomes
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# For the large majority of provinces, non-ag. income growth

has been the main engine for poverty reduction.

+ But relative response of poverty to sectoral growth varies

significantly across provinces.




Philippine provinces by “landscape’
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Geophysical endowment & poverty In

Philippine provinces

100.0

90.0
80.0
X
[
g 700
c o
@ 600 PY o ® °
o ° o
.a .
Q 500 ® ® R Y
o .
= 400 3 % 0 & gos® ® o
- ® o o ® o
g 300 ® e o o ° o
3 .o o ® © o0 ® o o
Q- 0 o0 @ 00
° o
10.0 @ o % ® o © ®
° o o
o
0.0
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0

Potential for Irrigation development, %

100.0



Poverty incidence, %
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What policy levers can sharpen the response of
poverty reduction to sectoral growth?

Initial conditions affecting the sectoral growth elasticity of
poverty reduction

(Provincial panel data, 1991-2006; fixed effects model)
Dependent variable = In(Provincial poverty;,)

Variable Coeff Std Err
Ln(non-ag Y per capita) -1.670™" 0.358
Ln(agri Y per hectare) -0.230" 0.083
Time trend (year) -0.010™" 0.003
Ln (non-ag income) interacted w/ initial conditions of 1991
OFW share -0.501""" 0.116
Malnutrition 6.309™" 2.122
Road density -0.372"" 0.134
Income inequality 1.877" 0.846

Ln (ag income) interacted w/ initial conditions of 1991

Irrigation potential -0.674™ 0.312

Rice yield -0.289™ 0.075
constant 27.745™" 6.324

Number of obs. 402

R-squared 0.550

F-test (all coefficients zero) 39.116

Note: Other provincial fixed effects that are not statistically significant are not
shown. These variables include local political characteristics, urban-rural
disparity, and schooling of household head.

Source: Fuwa, Balisacan, and Bresciani (2009)

Non-agri growth elasticity
of poverty reduction is
influenced by initial levels
of

— Income inequality

— Human capital

— Infrastructure development
Agri growth elasticity is
higher in areas where

— Agricultural productivity
potential , based on geo-
physical endowment, is high

— Low level of urbanization



Concluding remarks

+ No “one size fits all” pathway out of rural poverty

+ Increasingly, non-agricultural income growth has
been the main engine for poverty reduction.

+ Agricultural development remains to have high
potential as driver of poverty reduction in:

— Areas with high agricultural productivity potentials
(based on geo-physical endowments)

— Relatively ‘more rural’ (remote, less commercialized)
areas

— Increasingly, non-agricultural income growth has been
the main engine for poverty reduction.
+ Future research directions:

— Refining characterization of landscape to capture upland-
lowland interactions

— Integrating vulnerability-to-climate-change indicators



Vulnerability to CC, agricultural growth &
rural welfare outcomes
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Conditioning Factors — Policies, Infrastructure, and Institutions

Pricing & trade policies Infrastructure Education
Institutions/ Land policies
Governance Credit policies Technology Health




Thank you!
Salamat!



