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Growth Still Is Good for the Poor
Do some macroeconomic policies
and institutions support shared
prosperity directly—and not just by
supporting overall growth?

T

he share of the population in
absolute poverty has fallen
sharply in the developing world
over the past three decades, from 52
percent in 1980 to 21 percent in 2010.
Much of this reduction has been due
to rapid growth in large and initially
poor developing countries such as
China and India. These past successes
are making the World Bank’s austere
threshold for absolute poverty of $1.25
a day less relevant for many developing countries. This has led the World
Bank to put a new institutional emphasis on tracking shared prosperity,
defined in terms of the growth rate of
the incomes of the poorest 40 percent
of households, and to publicly commit
to the twin goals of ending extreme
poverty and fostering shared prosperity in the developing world.
This new emphasis on shared prosperity naturally raises two key questions. First, to what extent does shared
prosperity differ from simple prosperity,
which could be defined as overall income growth? Second, are there macroeconomic policies and institutions
that can directly support shared prosperity other than through their effects
on overall growth?
Dollar, Kleineberg, and Kraay address these two questions in a recent
paper, elaborating on earlier work by
Dollar and Kraay in “Growth Is Good
for the Poor” (Journal of Economic Growth
7 [2002]: 195–225). The authors find a
strong equiproportionate relationship
between overall growth and average
income growth in the poorest quintiles.
The reason is that changes in the income share of the poorest quintiles—
the difference between prosperity and
shared prosperity—are on average
small and uncorrelated with aggregate
growth.
The findings are based on analysis
of data covering 118 countries over
the past four decades. The authors
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cies in driving the remaining variation.
will on average also raise the incomes
If, for example, there are some policy
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in pursuit of the goal of promoting
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