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having exhibited most dramatic progress in translating economic growth to poverty 
reduction.9 Both countries moved from the lower half of the list in the 1990s to top positions 
in the list in the 2000–2006 period. In the case of Thailand, deliberate efforts to prioritize 
social development starting in the late 1990s, as embodied in its five-year development 
plans, appear to have paid off well. The same situation in the 1990s had prompted Malaysia 
to devote a relatively larger portion of public expenditures to education and health in the 
2000–2007 period (as seen in the analyses below, and as evident in Table 10 further below). 
This and other deliberate efforts to strengthen social safety nets in Malaysia have clearly 
yielded positive results contributing to the above outcome.10 

Table 6: PEG Rankings in 1990–1996 and 2000–2006 

Country 
PEG 

(Income) 
1990–1996 

PEG (HPI) 
2000–2006 Country 

Bangladesh -1.475 -1.464 Malaysia 
Republic of Korea -1.343 -1.231 Singapore 
Indonesia -1.326 -1.190 Thailand 
Nepal -0.946 -1.181 Viet Nam 
Philippines -0.930 -1.021 Nepal 
Malaysia -0.693 -0.901 Mongolia 
Thailand -0.285 -0.791 PRC 
India -0.117 -0.583 Cambodia 
Pakistan 0.225 -0.547 Pakistan 
PRC 0.312 -0.489 Philippines 
    -0.373 Bangladesh 
    -0.322 India 
    -0.292 Myanmar 
    -0.284 Indonesia 
    -0.130 Sri Lanka 

4. WHAT DRIVES THE LINKAGE? 
At least three general factors are widely believed to explain differences in the poverty 
reduction response to economic growth across countries, namely: 

• Sectoral effects (composition of output and of output growth; sectoral growth rates) 

• Public investments (e.g., in health and education, housing, agriculture) 

• Quality of governance 
In the discussions below, the effects of these factors are first examined individually, using 
graphical (scatterplot) and pairwise simple regression analysis. A multiple regression 
analysis is further undertaken to examine possible interactions among the explanatory 
variables in determining the magnitudes of the PEG. 

                                                 
9 Note that this is probably true of Viet Nam as well; unfortunately, the data was not available to permit calculation 

of the PEG for Viet Nam in the 1990s. 
10 Unfortunately, complete data (especially on poverty indicators) were not available for both Singapore and Viet 

Nam in the 1990s, preventing comparisons between the two decades for these countries. 


