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Annex 1: Ten lines of enquiry for country analysis
The report underscores that the priorities and phasing of policies to 
enhance pro-poor growth will differ across countries.1 As with growth 
strategies, the binding constraints that need to be addressed to enhance 
the ability of poor people to participate in growth will vary depending 
on country conditions. So, successful pro-poor growth strategies will 
need to be built around a thorough analysis of what limits the participa-
tion of poor households in the growth process in specific countries. In 
carrying out this analysis, it is desirable to use a 7-10 year time frame to 
get a sense of medium-term trends and the overall distributional pattern 
of growth during a business cycle. Ten specific lines of enquiry for such 
an analysis are highlighted below, as well as some suggestions on the 
elements of such studies. 

1.	T here is a need for better analysis of the sources of growth, par-
ticularly in low income countries and remote regions in middle 
income countries. Assessing the macroeconomic framework (infla-
tion, output variability, sectoral growth, investment, foreign direct 
investment, trade flows), the sources of past and future growth 
as well as binding constraints should be the main focus. As part 
of this analysis it is important to understand the constraints sur-
rounding agricultural development, particularly in low income 
countries, as well as the constraints for the development of non-
agricultural activities in rural areas and small towns. 

2.	Country-focused growth and especially poverty analytical work 
should unpack the relationships among growth, income and non-
income poverty measures and distributional change by analyzing 
changes in welfare across the income distribution and how it var-
ies for households with different characteristics. 

3.	How does the country score on the key initial conditions identi-
fied as affecting the participation of poor households in growth 
for other developing countries at similar income levels and 
other countries in the region (fertility, population density, level 
of inequality, frequency of climatic instability, role of agricul-
ture)? Use this information to start setting priority areas for the 
study. 

4.	What are the sources of income for the poor and, if they are in-
volved in agriculture, what type of activities are they engaged 
in and how do they differ for nonpoor households? What share 
of income is from agriculture, informal employment and formal 
employment? If possible use income data for households for these 
estimates, because occupation is often misleading since poor 
households tend to have multiple sources of income.
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5.	Country analytical work should understand the access of poor 
households to productive assets in different regions/sectors (land, 
roads, electricity, primary and secondary education)? Do they 
have access to infrastructure (roads, electricity, irrigation), and 
how does access vary across households in the income distribu-
tion and by region? This information will help in gaining a better 
understanding of the extent to which the poor households are 
equipped to take advantage of growth opportunities. 

6.	To what extent do poor households participate in factor and prod-
uct markets, and how is their access affected by regulatory and 
institutional policies? What is the policy framework for product 
markets (input, agricultural, manufacturing), and how does it af-
fect the ability of poor households to increase their agricultural 
and nonagricultural earnings? How do market transactions costs 
vary across regions, particularly in rural areas? As for market par-
ticipation, this would require modifying many household survey 
questions, which do not always track participation in agricultural 
product markets? To what extent do poor households participate in 
different factor markets, if possible differentiated by region (land, 
formal and informal labor, financial), and how is this participa-
tion affected by the market’s institutional framework? Again, this 
would require modifying many household survey questionnaires, 
which often do not track market participation. 

7.	W hat is the quality of the investment climate, and does it vary 
across regions, for firms of different sizes, or depend on the capac-
ity of local governments? This would involve expanding many 
investment climate surveys to include small-scale entrepreneurs 
and informal firms in rural areas and secondary cities. 

8.	What are the household characteristics associated with sectoral 
and geographic mobility, and who is engaging in upward mobil-
ity? Answering these questions fully would require expanding 
the collection of panel data to follow specific households over 
time. 

9.	W hat is the distribution of spending across sectors (education, 
health, infrastructure, agriculture, safety nets), what is the benefit 
incidence of these expenditures (do they benefit the top or bottom 
quintile) and where is the money spent (in urban or rural areas, in 
the wealthiest or poorest regions)? 

10.	O nce the binding policy constraints for pro-poor growth are 
identified, an assessment of the political economy of the proposed 
policy actions and the extent to which there are important groups 
opposing or supporting these reforms should be carried out to 
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help build coalitions to implement the identified policies and 
institutions.

Note
1. Two technical notes on tools for analyzing the distributional pattern of 
growth that may be of interest include Fiestas and Cord 2004 and McKay 
2005.

Annex 2: Interpreting growth elasticities of poverty—a dif-
ficult task
The total growth elasticity of poverty is commonly used in the develop-
ment literature to capture variations in the sensitivity of poverty reduc-
tion to growth. It is generally interpreted as the percentage change in 
poverty for a 1 percent increase in the growth rate. In theory, higher 
growth elasticities suggest a pattern of growth that is more effective in 
reducing poverty due to falling inequality and low levels of initial in-
equality. Despite being a relatively straightforward concept to measure 
the sensitivity of poverty to growth, the usefulness of the growth elastic-
ity of poverty is limited by the fact that it is very difficult to interpret. 
Why? Because in addition to reflecting changes in inequality and the 
initial level of inequality, it also reflects the initial level of GDP per 
capita, the growth rate and data issues: 

•	 First, the growth elasticity of poverty is a gross elasticity that com-
bines two partial elasticities: the partial growth elasticity (how 
poverty changes with growth keeping inequality constant), and 
the partial inequality elasticity of poverty (how poverty changes 
with inequality when one keeps growth constant). As a result, 
the growth elasticity of poverty reflects not only the sensitivity 
of poverty to growth but also the initial level of development and 
inequality. Holding all else constant, countries with a higher level 
of development or with a lower level of inequality have higher 
elasticities (Lopez 2004b and Bourguignon 2003).

•	 Second, the growth elasticity is also influenced by the rate of 
growth itself. In countries with the same level of development and 
income inequality, an equal rise in inequality in both countries 
will yield a higher growth elasticity in the country with a higher 
growth rate, and vice versa if inequality falls (Lopez and Cord 
2005).

•	T hird, the growth elasticity of poverty measures the change in 
headcount poverty with a 1 percent change in growth. If a high 
fraction of the population near the poverty line is pushed over 
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the line with a small amount of growth, the growth elasticity of 
poverty will be high.

•	 Fourth, the analysis of the relationship between growth and pov-
erty reduction is complicated by a variety of data issues, which 
more broadly affect the analysis of poverty trends over time. 
-	 In Romania GDP per capita growth stagnated, but mean con-

sumption levels revealed by the household survey data showed 
a sharp decline, which led to a dramatic increase in poverty 
levels and an unusual positive growth elasticity of poverty. 

-	E l Salvador and Burkina Faso highlight another common 
problem in comparing poverty levels across time and growth-
poverty relationships. Both countries had high levels of ini-
tial inequality (Gini scores of 0.51 and 0.47 respectively) and 
inequality remained more or less constant in both countries 
during their respective survey periods. But the GEP was 
the second highest in El Salvador and the lowest in Burkina 
Faso—because of differential price inflation, which affected 
the goods disproportionately consumed by the poor differently 
from the average consumption basket used to calculate infla-
tion. In Burkina Faso the 1997/98 drought increased cereal 
prices enormously, and because cereals are consumed by the 
poor disproportionately more than the average, poverty rose. 
In El Salvador the reverse occurred, as prices of goods con-
sumed by the poor increased proportionately more than aver-
age consumption. This caused a strong drop in poverty levels 
in El Salvador and more moderate reduction in Burkina Faso 
(Grimm and Gunther 2004 and Marques 2004).
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