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4.4 Multiple Regression Analysis 

Multiple regression equations were estimated to consider the joint effects of sectoral 
contributions to growth, public expenditures, and quality of governance. Table 14 gives the 
best regression results obtained from different combinations of the three variables. Best 
results were obtained with contribution of agriculture to GDP growth, overall (average) 
governance index, and public expenditures in education and health as explanatory variables, 
i.e., 

PEG = F(AgrCont, Gov, EH) 

where AgrCont is the contribution of agriculture to GDP growth, Gov is the overall (average) 
governance index, and EH is public expenditures in education and health. With an adjusted 
R2 of 0.80, the joint effect of agriculture-driven growth, good governance, and social 
expenditures by the government appear to well explain the variation in PEG across Asian 
countries. Contrary to the puzzling results obtained under pairwise correlation analysis, 
agriculture’s role this time emerges as a significant determinant of the poverty elasticity of 
growth, in the expected direction. However, its impact on the PEG is still considerably 
weaker than those of governance and public expenditures on education and heath, with 
governance having the strongest effect. 

Table 14: Multiple Regression Results 

Reg Estimated 
Value Std Error t-value R-

Squared 
Adj R-

Squared
            
Intercept 0.432 0.244 1.769 0.87 0.80 
Agri Growth Contrib -0.041 0.013 -3.049     
Governance -0.520 0.177 -2.938     
Educ & Health Exp -0.201 0.042 -4.782     
            
Intercept 0.542 0.303 1.791 0.87 0.76 
Agri Growth Contrib -0.027 0.015 -1.801     
Governance -0.305 0.214 -1.427     
Educ, Health & Hsng Exp -0.210 0.050 -4.171     
            
Intercept -0.047 0.404 -0.117 0.64 0.42 
Mfg Growth Contrib -0.001 0.013 -0.046     
Governance -0.100 0.209 -0.476     
Educ & Health Exp -0.178 0.071 -2.498     
            
Intercept -0.936 0.747 -1.254 0.72 0.56 
Services Growth Contrib 0.016 0.013 1.260     
Governance -0.241 0.199 -1.215     
Educ & Health Exp -0.183 0.061 -2.996     

These results affirm the importance of sectoral contributions to growth (particularly that of 
agriculture), public expenditures in education and health, and quality of governance in 
determining the rate of poverty reduction that accompanies economic growth. That is, 
inclusive growth in Asia has been enhanced when agriculture has a greater contribution to 


