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Causes of Poverty

�� Rapid population growthRapid population growth

�� Limited access to education and Limited access to education and 
healthhealth

Persistent employment at low wagesPersistent employment at low wages�� Persistent employment at low wagesPersistent employment at low wages



Rapid population growth

� Annual population growth rate is 2.36%

� Total fertility rate is 3 births per woman

� Dependency ratio is 64%� Dependency ratio is 64%

All statistics are high by standards of 
middle-income countries in East and 
Southeast Asia



Rapid population growth

� Family size and 
poverty incidence 
are positively 
correlated

No. of 
children

Poverty 
incidenc
e (%)

2 9.8

5 31.1

8 54.9



Rapid population growth

� Family size and mean spending per child 
on education and health are negatively 
correlated

� Children grow up with meager Children grow up with meager 
endowments of human capital

� Low human capital means low-wage job 
opportunities



Limited access to 
education and health

� Economic and non-economic factors are at 
work

� Non-economic: biological factors and 
genetics matter; people differ in innate genetics matter; people differ in innate 
abilities

� Economic: absent loan markets for 
education and limited health insurance 
means self-financing in the main

� Self-financing contributes to transmission 
of poverty across generation



Persistent employment 
at low wages

� Labor supply: the poor bring limited 
human capital to the labor market.

� Labor demand: industrial transformation 
shows services overtaking industry as shows services overtaking industry as 
agriculture wanes.

� Labor-market outcomes: poor have high 
turnover rates, long unemployment spells, 
and occupy low-skill, low-wage jobs. 
Aggregate labor’s income share is low and 
stagnant.



Persistent employment 
at low wages

� A perfect economic storm for the poor
�low-skill, low-wage jobs

�prohibitive land values

�limited and segmented housing market�limited and segmented housing market

� Unwanted social outcomes
�Squatting on idle lands

�Living in hazardous and unhealthy sites

�Damaging the environment 



Persistent employment 
at low wages

� Self-employed have limited access to 
financing

�limited opportunities for firm growth

�revenues at subsistence level�revenues at subsistence level

� Contractual overseas employment is for 
the skilled

��filtering through skill testsfiltering through skill tests

��high fixed cost of overseas employmenthigh fixed cost of overseas employment



Overcoming Poverty

� Re-institute an active population 
management program
�National government must lead

�Continue partnership with local 
governments  and civil societygovernments  and civil society

� Scale up investments in quality 
education and health care
�Early education for the poor.

�Gear higher education support to R&D and 
other aspects of technological progress



Overcoming Poverty

� Enhance labor demand by 
improving investment setting
�good governance at the national and local 
government levelsgovernment levels

� ensure contractual performance

� broaden and deepen the skilled manpower 
base



Overcoming Poverty
� Focus financial reforms at the 

credit-rationed
�Expand access to microfinance and SME 
credit

�Address absent and limited markets in 
education, health, land, and housingeducation, health, land, and housing

� Strengthen social safety nets
�retain targeted poverty alleviation 
programs that work

�Plug leakages
�Make CARP credible and accelerate its
implementation




