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Abstract 

While studies on poverty abound in the Philippines, there is a dearth of research on 

dynamic poverty because of the data required for such a research. As argued and 

illustrated by previous studies, dynamic poverty research contains better information on 

the processes that lead vulnerable households to enter (re-enter) poverty and the 

processes that lead poor people to exit the state of poverty. In the light of recent 

developments in the availability of a newer and longer time-series longitudinal set of 

panel data through a combination of the Annual Poverty Indicator Survey (APIS) and the 

Family Income and Expenditure Survey (FIES), this research proposal aims to conduct a 

dynamic poverty research in the Philippines that will use two sets of panel data – one 

from 1997 to 2000 and the other from 2003 to 2008. Poverty dynamics such as exit and 

entry (re-entry) rates to poverty will be computed and analyzed. Factors that contribute 

to the persistence of poverty as well as those that allow the poor to escape the poverty 

trap will be identified econometrically. Critical variables that may affect poverty 

incidence and persistence include income deficiency, unemployment and 

underemployment, lack of education and skills, location in disaster prone areas, location 

in areas with armed conflict, high dependency burden, lack of income-generating 

household members, lack of availability of public and private safety nets (such as 

overseas workers remittances), quality of governance as well as sudden shocks such as 

illnesses and calamities in the province or region of the vulnerable groups.   Using the 

results of the poverty dynamics research, the study will try to come up with mechanisms 

that will help policy makers identify and target vulnerable groups as well as formulate 

policies to deal with chronic poverty and policies to deal with vulnerable households.  

Poverty dynamics analysis will not only be done on the national level but also on the 

basic sectors such as the peasant sector, indigenous peoples, female-headed households 

and selected provinces or regions such as disaster (typhoon) prone areas and war-torn 

areas. The vulnerabilities and risks may differ for the different basic sectors and regions 

of the country. 
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1. Introduction 

 

In mid-2000, the Philippines seemed on track to reaching the Millennium Development 

Goal (MDG) of reducing poverty incidence in 2015 by half of what it was in 1990. The 

poverty incidence of the population, using the Philippine-defined poverty threshold, was 

at 45.3 percent in 1991 and at 30 percent in 2003.  But despite adequate growth in 2003 

to 2006, the 2006 Family Income and Expenditure Survey (FIES) showed a surprising 

increase in the national poverty rate of the population from 30 percent in 2003 to almost 

33 percent in 2006. Furthermore, another disturbing fact is that in 1997 – on the eve of 

the Asian crisis -- the national poverty rate of the population was between 31.8 percent 

to 33 percent (depending on which version of the government‟s report and calculations 

are used) and in 2006 it was at 32.9 percent. It seems that the Philippines lost a decade in 

its battle to reduce poverty. The food and oil price shock in 2008 and the unravelling of 

the severe global financial and economic crisis from late 2008 till the present will almost 

certainly increase the national poverty rate of the country in the most recent period. This 

is aggravated by the fact that in late 2009, the country experienced drastic floods and 

typhoons that ravaged the main island of Luzon. In 2010 the entire country is suffering a 

severe drought caused by the El Niño phenomenon. It has led not only to severe crop 

losses but also a shortage of water and a serious power crisis in large parts of the 

country. This puts into question whether the country can achieve its MDG of reducing 

poverty substantially by 2015.   

 

The severe shocks vulnerable families are exposed to and the chronically poor are facing 

require a more in-depth study of longitudinal data and the coping mechanisms of the 

poor and vulnerable. Using past longitudinal data can give insights to the current shocks 

that may aggravate poverty. 1998 was both a year of the Asian crisis and a severe El 

Niño drought.  Past years also provide shocks that can provide insights to the effects and 

coping mechanisms of the poor and vulnerable, such as 2006, which was a year of 

massive floods and typhoons. A poverty dynamics research that includes these years 

may provide invaluable insights and lessons on how policy makers can identify, target 

and help vulnerable groups escape poverty and how to facilitate the chronically poor to 

get out of the poverty trap. 

   

2. Core Research Objectives 

This research 

(i) will document the salient facts of poverty in the Philippines by 

characterizing the nature and trends of poverty in the country within a 

dynamic setting. This includes providing a picture of entry to and exit from 

poverty by employing panel data in 1997 to 2000 and another set from 2003 

to 2008. 

 

(ii) will analyze the chronic and transient poverty measures in the country using 

the above information and will further analyze the determinants of both 

components as well.  
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(iii) The impact of the conditional cash transfer to the chronic and transient 

components will be simulated in the hope of ascertaining the impact of such 

government program to reduce the poverty rate of the country. 

 

(iv) will come up with measures of vulnerability and will use these measures to 

determine the vulnerabilities of various sectors with a particular focus on 

some of the sectors of the Philippine government‟s Linking Arms Against 

Poverty (the main anti-poverty strategy and program domestically known as 

the KALAHI) such as the farmers, indigenous peoples, women (female 

headed households), households headed by informal workers, and the urban 

poor.
1
  

 

(v) will apply these measures to analyze vulnerability in key regions and 

provinces of the country as well. 

 

(vi) will compare the results of the econometric analysis employing poverty 

dynamics methods with the results of the Small Areas Estimates done by the 

National Statistics Coordination Board in 2003 and 2006. The poorest 

municipalities identified in the Small Areas Estimates will, as much as 

possible, be used in the part of the study looking at the poorest and most 

depressed regions or provinces in the country. 

 

(vii) will provide policy directions for targeting chronically poor and vulnerable 

groups and in tackling poverty alleviation and eradication  

 

 

3.  Scientific Contribution of the Research 

The study of poverty dynamics has been at the forefront of research in recent years. This 

is due to the increasing awareness among researchers that poverty studies done using 

cross-section data can be strengthened with a more dynamic approach towards the 

formulation of policies for poverty alleviation and eradication. Since static poverty 

studies identify the poor only at a given point in time, these fail to provide information 

on spells and length of poverty experienced by economic units which may help in 

formulating more long-run and permanent solutions to poverty reduction. For example, 

if poverty is experienced by groups with systematic characteristics on a persistent basis, 

then poverty alleviation can be directed towards concrete long-term structural objectives 

such as the provision of infrastructure towards human capital accumulation and 

economic opportunities to those who are at risk of persistent poverty and to those who 

are actually experiencing it.  Clearly, policies to combat poverty would be different if it 

is a one-time event that affects economic units without any systematic relation to their 

demographic, economic and social attributes. The current important trend of studying 

                                                 
1
 The 14 basic sectors identified by KALAHI are: 1) Farmer-peasant; 2) Artisanal fisherfolk; 3) 

Workers in the formal sector and migrant workers; 4) Workers in the informal sector; 5) 

Indigenous peoples and cultural communities; 6) Women; 7) Differently-abled persons; 8) Senior 

citizens; 9) Victims of calamities and disasters; 10) Youth and students; 11) children; 12) Urban 

poor; 13) Cooperatives; and 14) Non-government organization. 
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vulnerable groups requires knowledge of how people go from non-poor status to poverty 

and vice-versa. Such dynamic analysis will have to incorporate dynamic factors and 

risks, including shocks such as natural disasters, civil strife or wars, illnesses, and 

sudden loss of job.  

 

While research on poverty dynamics has been carried out in developed countries (see for 

example, Devicienti (2002), Jarvis (1997), Favis and Jenkins (1995), Jenkins, Schluter 

and Wagner (2003) and Finnie and Sweetman (2003)), such research on developing 

economies still has to flourish mainly because of the data requirement for such an 

undertaking (see for example, Lohano (2009) for Pakistan and Widyanti, Suryahadi, 

Sumarto and Yumna (2009) for Indonesia). While studies on poverty in the Philippines 

abound (see for example , Intal (1994), Albert and Collado (2004), Balisacan (2003a, 

2003b) and Balisacan and Pernia (2002)), these researches are done using cross-section 

data and as such only identify the poor at a given point in time. There is neither insight 

on the length of poverty spells nor information on the characteristics of economics units 

experiencing these spells.  Although the persistence of poverty in the Philippines has 

already been discussed by Balisacan (2007), the study has used time-series data and is 

concerned on the aggregate picture of poverty. 

 

The only paper that has used panel data in the Philippines in analyzing chronic poverty 

and movement into and out of poverty is Reyes (2003). Reyes studies entry into and exit 

from poverty during the period of the Asian Financial Crisis (1997, 1998 and 1999). 

Using logit analysis, she identified three contributing factors to entry into and exit from 

poverty: educational attainment of the household head, family size and percentage share 

of agriculture in total household income. 

 

There is a need to analyze chronic and transient poverty over a longer period of time and 

update it to recent years, now that we have a longer panel data from the Annual Poverty 

Indicator Survey (APIS) and the Family and Income Expenditure Survey (FIES). New 

methods of estimating chronic and transient poverty can be made with the new literature 

that has come out in recent years. This study will also try to capture other important 

factors not included by Reyes (2003) that will help policy makers in the anti-poverty 

fight, as described in the previous section. It will also disaggregate the poverty dynamics 

study to incorporate basic sectors such as the farming, urban poor, female-headed 

households, disaster prone and war devastated areas.   

 

As mentioned previously, the paper will also do the poverty dynamics research on some 

of the key basic sectors identified by the government. It will also do the poverty 

dynamics analysis on different regions or provinces of the country such as those 

vulnerable to floods and typhoons, war-torn areas, very rural vs. very urban areas.  This 

will give insights on the different types of risks and vulnerabilities facing different 

sectors and regions, and the causes of persistent and chronic poverty in these sectors and 

regions.  The differences in the type of vulnerabilities and risks faced by different sectors 

and regions should enrich the literature of poverty dynamics as well as policy tools and 

programs to undertake poverty reduction in different sectors and regions.   
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This proposed paper will also be among the very few papers that will try to objectively 

characterize and identify the vulnerable households and the chronic poor.  More difficult 

would be the identification of the vulnerable households which is described in the next 

sections. This identification and measures of vulnerability will employ both the poverty 

exit and entry analysis in the poverty dynamics analysis as well as the vulnerability 

measures described in section 5. 

 

4. Policy Relevance 

Poverty is a persistent social problem so it is not surprising that its literature abound. 

However, studies on dynamic poverty are limited in developing countries primarily 

because panel data are difficult to come by. The proliferation of poverty studies (mostly 

in developed economies) within the dynamic setting can be attributed to the increasing 

awareness of researchers of its advantages in terms of providing policy directions. As 

mentioned, policies crafted to address persistent poverty on particular groups sharing 

similar attributes are different from policies carried out to tackle one-time poverty 

happening to a random member of the population. 

 

The Philippines, being a laggard in poverty reduction compared to its East Asian Tiger 

neighbors (China, Korea, Taiwan, Singapore, Malaysia and Thailand) will benefit from 

the findings of studies within a dynamic setting since these studies allow the formulation 

and implementation of programs and policies that more permanently tackle the reduction 

of poverty in a country where poverty rate is estimated to affect at least one-third of 

households. 

 

The project team had consulted with the Philippine main planning agency – the National 

Economic Development Authority (NEDA), both the Social Development Staff (SDS) 

and the National Policy and Planning Staff (NPPS), and the staffs very graciously 

pinpointed areas where the study can be expanded and to be of more use to the policy 

makers. 

 

Based on these consultations and using the methodology described in the next section, 

the research will help policy makers – both in the government and in civil society – 

identify and target two important groups: the chronic poor and the vulnerable families.   

At the same time, the research will have disaggregated studies on basic sectors such as 

the peasantry, urban poor, female-headed households, indigenous peoples, and 

households headed by informal workers as well as in different regions or provinces of 

the country since factors may differ dependent on the sectors and areas being studied. 

 

First, the research will study the poverty trends in terms of exit and entry and in terms of 

its chronic and transient components. This is very important for purposes of crafting the 

right mix of anti-poverty programs. If transient poverty is the more important 

component, then social protection and social insurance as well as social safety net 

programs should gain dominance. The conditional cash transfer program
2
 being 

                                                 
2
 called the Pantawid Pamilyang Pilipino (PPP) program, which target poor households based on 

poor provinces where the poorest municipalities are identified using the small area estimation 

method. The final target households are selected using a proxy means testing based on the 
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undertaken by the Philippine government and partly financed by the World Bank is 

currently being expanded and evaluated.  This paper will provide strong contributions in 

assessing and improving the conditional cash transfer program and other social 

protection programs of the government. This is in terms of preventing vulnerable 

families into entering poverty, providing assistance to enable the transiently poor (and 

vulnerable) households to get out of poverty and to empower the chronic poor to 

permanently exit poverty.  

 

The study will be done, not only for the national setting but for some of the 14 basic 

sectors identified by the government‟s main anti-poverty strategy of KALAHI
3
 such as 

the farmers, indigenous peoples, women (female-headed households), households 

headed by informal workers and the urban poor. The critical variables that contribute to 

the risks facing vulnerable households -- and the variables that determine chronic 

poverty and the possibility of escaping it -- may be different depending on the sector. 

Related to this, the research will also try to study key regions and provinces with enough 

samples. Again, the identification of and factors contributing to vulnerability will be 

different in different regions and provinces (e.g. disaster prone areas, war-torn areas, 

highly industrialized vs. very rural areas). 

 

Critical variables that may affect poverty incidence and persistence include income 

deficiency, unemployment and underemployment, lack of education and skills, location 

in disaster prone areas, location in areas with armed conflict, high dependency burden, 

lack of income-generating household members, and sudden shocks such as illnesses, job 

loss, price increase and calamities as well as the quality of governance in the province or 

region of the vulnerable groups. The capacity to cope form another set of variables, such 

as access to credit from relatives, remittances of household members, social protection 

(or the lack of it) provided by the government or NGOs, etc. Gender considerations, such 

as the differences in male and female-headed households will also be undertaken.  

 

Consultations with policy makers
4
 also suggest studying whether self-employment and 

the prevalence of unpaid family workers among low-income families contribute to 

additional risks and vulnerabilities to the households. The policy makers consulted also 

recommend another major innovation in this study, which is to include a proxy for the 

quality of governance in the local area of the household.  The proxy for the quality of 

governance which the project team and the policy makers agree may be workable is the 

improvement in the human development index (HDI) of the province of the sample 

household for the sample period. HDI and its improvement are regularly calculated by 

the Philippine Human Development Report of the United Nations Development 

Programme (UNDP) and the Human Development Network (HDN) awards the province 

that improves its HDI most during a particular year. Another set of governance 

                                                                                                                                                        
household assets, on the attributes of the household head and on the household‟s access to various 

facilities. Conditions such as sending children to school and regular visits to health care clinics 

need to be satisfied in order to continue participation to the program. 
3
  These sectors are of interest to the SDS-NEDA as indicated in the lead proponent‟s meeting with 

them. 
4
  See appendices (other documents submitted) for other details. 
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indicators suggested by the National Economic Development Authority is the good 

governance indices for each province set up by the National Statistics Coordination 

Board. The indices are available for at least the years 2003 and 2005, which are around 

the years of our intended research. Another set of indicators suggested would be the 

expenditures per capita on health, education and other social services for each province 

or region. An indicator of „dynasty‟ established by Balisacan and Fuwa (2004) – 

proportion of Philippine provincial officials related by blood or affinity – is also 

suggested to be experimented with as a measure of possible corruption and abuse of 

power.  

 

Overall, the proposed research study will be able to assist government in the following 

tasks of its anti-poverty strategy of KALAHI, which the government describes as: 

 

• Focused. KALAHI targets the poorest and most vulnerable barangays and sectors in 

communities. Specific criteria are established to ensure that poverty reduction efforts 

provide maximum impact and benefit those who need them the most. 

• Accelerated. KALAHI immediately addresses the communities‟ need and fasttracks 

processes by cutting channels and serving target groups directly.  

• Convergent. KALAHI converges the poverty reduction efforts of the government 

bureaucracy at all levels, as well as those of the private sector, the civil society, and most 

especially, the basic sectors to address the economic, political and socio-cultural 

dimensions of poverty concurrently. 

• Expanded. KALAHI recognises the need for multi-themed and integrated approaches in 

addressing the multi-dimensional nature of poverty by attending to human development 

concerns, asset reform, livelihood and employment.” (KALAHI, 2006). 

 

The integrated, multi-themed and convergent approach is consistent with the proposed 

study‟s attempt to come up with a wide list of factors contributing to vulnerability and 

chronic poverty, and the proposed study‟s attempt to measure vulnerability and chronic 

poverty covering national, key regional/ provincial and basic sectors of the country. 

 

5.  Methodology 
 

5.1 Welfare Measure and Poverty Line 

The paper will adopt the official poverty statistics computed by the National Statistical 

Coordination Board (NSCB) of the Philippine government. Briefly, the poverty 

threshold statistics at the household level are computed in the following manner. The 

Food and Nutrition Research Institute (FNRI) constructs representative food menus 

taking into account the minimum nutritional requirement
5
 per person for urban and rural 

areas of each region. The food threshold is constructed by costing these food menus 

using the corresponding urban and rural provincial prices. The non-food household 

expenditure is estimated to be the ratio of the food threshold and the sum of the +/- 10 

percentile of the food threshold plus the total basic expenditure.  The food and non-food 

threshold make up the poverty threshold or poverty line. Regional poverty threshold 

                                                 
5
 2000 calories of energy and 50 grams of protein per person per day and 80 percent sufficiency in 

daily intake of other nutrients and vitamins. 
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lines are determined for the 13 regions in the Philippines due to differences in nominal 

and real prices.  

 

5.2 Relevant Literature on Poverty Dynamics   

The literature on chronic and transient poverty encompasses healthy debates on 

methodologies (see for example Duncan and Rodgers (1991)  and Lillard and Willis 

(1978) for model-based approach; Bane and Ellwood (1986), Favis and Jenkins (1995), 

Jarvis (1997), Stevens (1999), Devicienti (2002), Jenkins, Schluter and Wagner (2003) 

and Finnie and Sweetman (2003) for spells approach; and Rodgers and Rodgers (1998), 

Haddad and Ahmed (2002), Jalan and Ravallion (2000), McCulloch and Baulch (2000) 

and Duclos,  Araar and Giles (2010) for components approach).   

 

5.2.1 Spells Approach  

A simple method to identify the poor P and non-poor N for each year is based on 

whether the household income has fallen below the designated welfare indicator. 

Chronic poor is then defined to be those economic units who are always poor and 

transient poor to be those who move in and out of poverty.   

 

The spells approach, also known as the hazard rate approach, involves the construction 

of transition matrix to track down the movement of economic units into and out of 

poverty and effectively derives the “distribution of time spent poor” (Devicienti, 2002).  

The multiple spells approach has taken the center stage in the hazard rate approach. This 

is in response to the criticism against the single spells approach (see for example Bane 

and Ellwood (1986)) for focusing only on consecutive years in which the total household 

income is less than the poverty line. This is argued to grossly underestimate persistent 

poverty. Devicienti (2002) aptly illustrated the point.
6
 Briefly, given an 8-wave income 

sequence like ( NPPNNNPP )   has been observed, where P  denotes in-poverty at year i  

and N denotes out-of-poverty. Using )(de  and )(dr  to denote the exit and re-entry rates 

at duration d  and excluding the first left-censored nonpoverty spell, the probability of 

this income sequence can be found as the product of the probability of the constituent 

spells: e(1)].-[1 r(3) r(2)]-[(1 r(1)]-[1 e(2) e(1)]-[1)( PPNNNPPP To compute the 

probability of observing 4 out of 7 years in poverty, the probabilities of all possible 

sequences that generate a total of four years in poverty are computed and summed up. 

For the single approach, the event giving rise to 4 years in poverty is NPPPPNx  where 

NPx , and has probability e(4) e(3)]-[1 e(2)]-[1 e(1)]-[1 . )(de  is calculated by 

dividing the number of households ending a spell after d years in poverty by the total 

number with low income for at least d waves. )(dr  is calculated analogously. 

 

Following Jarvis (1997), households that exit poverty is defined to be those with per 

capita income below the poverty threshold at time t  and per capita income with at least 

10% higher than the poverty threshold at time 1t . Households that enter poverty are 

defined to have per capita income above the poverty threshold at time t and a per capita 

income lower than 10% of the poverty threshold at time 1t . This is done to ensure 

legitimate transitions since there can be many households clustered around the poverty 

                                                 
6
 The succeeding exposition is lifted from Devicienti (2002). 
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threshold that may lead to the transitions which are not economically or socially 

significant (Antolin, Dang and Oxley, 1999).  

 

5.2.2 Components Approach  

The components approach measures chronic and transient poverty in relation to the 

intertemporal mean of per capita welfare indicator, the most recent literature of which 

includes Duclos, Araar and Giles (2010) and Jalan and Ravallion (2000 and 1998).
7
 To 

see how this approach works
8
, some preliminaries are in order. Let the poverty gap be 

 )1( ijij yg  where ijy is the income of individual i at time j  and is normalized by the 

poverty line in time j , then ),,,( 21 ngggg   and ),,,( 21 itiii gggg   are the 

corresponding poverty gaps. Based on the FGT additively decomposable poverty indices 

(Foster, Greer and Thorbecke, 1984), the aggregate poverty gap is 


 


n

i

t

j

ijgntgP
1 1

1)()(


  and the individual poverty gap is  



t

j

iji gtgP
1

1)( 
 . The 

headcount index, average poverty gap and the squared poverty gap result when 

2,1,0 , respectively.  

 

Jalan and Ravallion (1998) (JR hereafter) use the )(gP  to construct the measures for 

chronic and transient poverty. Let 



t

j

iji yty
1

1ˆ  be the individual i ‟s estimated 

permanent income for t  periods. Individual i ‟s chronic poverty is then 






 
t

j

i ytyP
1

1 )ˆ1()( 
 and aggregate chronic poverty is 





 
n

i

iynyP
1

1 )ˆ1()( 
 . The 

aggregate transient poverty is just the difference between the aggregate and chronic 

poverty: )()()( yPgPyPT

  . Transient poverty is therefore the variability in 

consumption relative to the mean welfare indicator overtime. Chronic poverty is the 

poverty that persists in mean consumption overtime. This method does not identify 

transient poverty as simply crossing the poverty line (Jalan and Ravallion, 1998) such as 

what is done in spells approach. It is therefore possible to find a transient component to 

the living standards of economic units that are poor at all times. Using this approach, JR 

(2000) and Haddad and Ahmed (2002) have found that transient and chronic poverty are 

explained by different sets of factors.  

 

Duclos, Araar and Giles (2010) (DAG hereafter), due to the problems
9
 with JR approach, 

have improved the latter by developing a new set of poverty measures that eliminates the 

                                                 
7
 The team would like to thank one of the evaluators for pointing out this strand of research on 

persistent poverty. 
8
  The following exposition borrows heavily from Duclos, Araar and Giles (2010). 

9
 Higher  indicates that higher weights are assigned to the poor but )(yPT

 , )(gP  and 

)(yP  decrease with  . There is also a difficulty in interpreting of the poverty measures 

when 0  or 1  stemming from the fact that the measures are not metric-free.  
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inconsistencies of co-movement of   and the poverty measures and are corrected when 

the samples are observed during a relatively small timeframe. 

 

 DAG approach utilizes the equally-distributed equivalent (EDE) poverty gap, )(g , 

the poverty gap if assigned equally to all individuals in all periods would give the same 

poverty measure as g above.  Using this, )()( gPg 


   and 


/1)()( gPg  . Let 




/1

1

1 )()( 



j

iji gtg  be the EDE poverty gap for individual i . The cost of transient 

poverty for individual i , interpreted as the amount the  individual i  would pay to 

eliminate variability in his poverty status, is )()()( 1 iii ggg     where the last 

term is the poverty gap. The aggregate transient cost is given by  



n

i

i

T gng
1

1 )()(   , 

which is interpreted as the cost of inequality within individuals.  

 

To construct the measure for chronic poverty, let  
  /1

1

1 ))(()( 



n

i

ign  be the 

distribution of individual welfare in the presence of both chronic and transient poverty. 

The cost of inequality in EDE poverty gaps will be )()()( 1   C  and is 

interpreted as the cost of inequality between individuals. The chronic poverty is then 

given by )()()( 1

*

 Cgg  . The total poverty can now be written as the sum of 

the chronic and transient poverty: )()()( * ggg T

  .  

 

Based on the discussions above, the components approach is the more suitable method 

for analyzing the chronic and transient poverty using the Philippine data since the spells 

approach typically requires long periods of time (Bane and Ellwood, 1986). The panel 

data that can be constructed for the Philippines are available only for two sets of panel 

data. The first set comprises four years while the second set comprises four or five years. 

However, results using both approaches on various subsamples defined by demographic, 

socioeconomic and geographic factors will be presented at the national level, and at the 

basic sectors and key regional levels.  

 

5.2.3 Analyzing the Determinants of Chronic and Transient Poverty   

This section attempts to analyze the determinants of poverty components. In particular, 

the chronic and transient component at the household level will be computed using the 

DAG approach. Following Jalan and Ravallion (200) to address the many zeros 

representing the nonpoor, the quantile regression will be used.
10

 Briefly, the quantile 

regression model is formulated as iiii

j

i xxyQuantxy    )|(,  where y is 

either the DAG transient or chronic component and ix  is a vector of socioeconomic 

variables such as the age and education of the household head, household assets, 

                                                 
10

 As opposed to the tobit approach since this lead to estimators that that are biased in the presence 

of non-normal and non-independent distribution of errors. 
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household composition, geographical dummies to represent conflict-ridden regions and 

access to credit and insurance.   is the error term associated with a particular quantile 

and  iii xxyQuant  )|(  denotes the  th conditional quantile of y . By using 

different values of  , quantile regression allows the analysis of the relationship of y  

and ix  along the different points of the distribution.  

 

One issue raised against the use of the DAG approach (or its predecessors for that 

matter) is that the transient poverty is computed as the residual and as a consequence it 

contains all the measurement error that may bedevil the concept and measurement of 

consumption (Dercon, 2006). Suppose   2211 iiii ssxc  where 

ic consumption, ix  is as defined above and 1is  and 2is are indicators of shocks. Following 

Dercon (2006), transient poverty is directly proxied by shock indicators such as job loss, 

poor health, reduced income and natural disasters. A simulation exercise would then be a 

comparison of )|( ii xcE  vis-à-vis ),|( 1iii sxcE , ),|( 2iii sxcE  and ),,|( 21 iiii ssxcE .  

 

5.2.4 Analyzing Exit from and Entry to Poverty 

Complimentary to the preceding section, this section will attempt to analyze the exit 

from and entry to poverty. Briefly, assume that iS be a qualitative variable to denote the 

state of the household in relation to its poverty components such that 

 

 

poornotif

transientlowchronichighif

transienthighchroniclowif

midwayifS i

3

,2

,1

0









 

 

To facilitate the construction of the dependent variable, the DAG household‟s chronic 

and transient measures will be used. The distribution of both measures will be classified 

into 5 quantiles. “High chronic” will be defined as the households with chronic 

component (divided by its total poverty) classified to be in the 4
th

 and 5
th

 quantiles, 

“midway” to be in the 3
rd

 quantile while “low chronic” to be in the 2
nd

 and 1
st
 quantiles. 

Analogous definition applies to the transient component.  

 

To analyze the dynamics of poverty, we will restrict the samples to those who are non-

poor at the first survey wave available (year 1997 for the 1997-2000 and year 2003 for 

the 2003-2007 dataset). Chronic and transient component will be computed using the 

data on 1998, 1999 and 2000 for the first period and 2004, 2007 and 2008 for the second 

period. They will then be assigned a categorical value based on the definition above. 

Multinomial logit will be used as an empirical strategy. The probability of being in one 
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of the states relative to the reference category, 0j , will then be computed as 
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 where 3J .  

 

5.2.5 Measuring Vulnerability
11

 

 

Chronic and transient poverty concepts can be easily used in the important issue of 

vulnerability of households or families to poverty. This issue is a natural offshoot arising 

from the transient component of poverty although the literature has argued that poverty 

and vulnerability are two distinct concepts (see for example, Duclos (2002)). 

Measurement of poverty involves the identification of poor people in relation to an 

acceptable welfare indicator while measurement of vulnerability involves the 

identification of risks that expose economic units to the threats of becoming poor. 

Poverty concerns one‟s current socio-economic status while vulnerability focuses on 

changes in socio-economic status (Glewwe and Hall, 1998).   

 

While changes in socio-economic status such as job loss, lower wages and death of a 

household member can be focused on as sources of vulnerability, the lack of coping 

mechanisms such as insurance and access to credits may prevent one from being poor. 

The job loss of a household member does not necessarily put the household into poverty 

in relation to its ability to meet their consumption if credit is available. It is clear that 

vulnerability hinges on the identification of the transitory poor, on the identification of 

triggers that may cause the non-poor to cross the other side of the poverty threshold and 

the availability of safety nets that may prevent the non-poor from becoming poor. 

Vulnerable economic units consist, therefore, of segments coming from both the poor 

and non-poor. The former becomes part of the chronic poor while the latter becomes part 

of the transient poor. 

 

From a policy standpoint, understanding both the chronic-transient poverty and poverty-

vulnerability paradigm is crucial in crafting the right mix of short- and long-term anti-

poverty programs. For example, the lack of preventive measures stemming from the lack 

of strategy to correctly identify the causes of vulnerability may lead to chronic poverty. 

The effectiveness of government programs relies on a more correct targeting strategy to 

avoid leakages.  This section outlines some of the approaches to tackle these paradigms 

in the literature. 

 

There are three approaches to measure vulnerability: vulnerability as expected poverty 

(VEP), vulnerability as low expected utility (VEU) and vulnerability as uninsured 

exposure to risk (VER).  While VEP and VEU construct a measure of vulnerability of 

economic units, VER assesses the extent of deviation from the expected welfare (see for 

example, Hoddinott and Quisumbing, 2008).  

                                                 
11

 This section is added to incorporate the unanimous suggestion of NEDA, Social Watch and 

MABS during all the consultation meetings. 
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To empirically measure both VEP and VEU, the starting point has to be a regression of 

the form itititiit Xyc   21  where c and y  are consumption and income, 

respectively and itX is a vector of characteristics of the household and its members. 

Estimating this equation by OLS can lead to potential bias since the unobservable 

attributes that lead to the variations in income may be the same unobservable 

characteristics that induce the variations in consumption. In the literature, one way to get 

around this problem is to use the instrumental variable (IV) method where the estimation 

is a two-stage process: the first stage being ititiit eXBIVBay  21  and  the second 

stage being itititiit Xyc   21
ˆ  where IV is an instrument that induces variation 

in income and that affects consumption only through the changes in income. One 

plausible instrument that is available is the rainfall data, the use of which can be found in 

Paxson (1992), Miguel (2005), Maccini and Yang (2006). Yang and Choi (2007) have 

recently used the rainfall data as instruments to study whether remittances act as 

insurance in the Philippines. 

 

VEP 

To come up with the VEP measure, Chaudhuri, Jalan and Suryahadi (2002) define 

welfare in terms of consumption so that  )()( 1 zcPcV i

t

i   . This means that )(cV i is 

the probability that the i th household‟s consumption level will be below the poverty line 

at 1t . To incorporate the various dimensions of poverty, this is rewritten as 
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2008). The aggregate vulnerability is then 
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where N  is the total household.   

 

To construct the VEP, a variation of the procedure outlined in Chauhuduri, Jalan and 

Suryahadi (2002) is improved on by Gaiha and Imai (2008) for the panel data by 

assuming a relatively stable economy so that future consumption stems only from the 

uncertainty concerning the idiosyncratic shocks, i , the variance of which is given by 

iX
i

  2
. The expected household‟s log consumption and its variance are computed as 

iii XXcE ̂]|[ln   and iii XXcV ̂]|[ln  . Assuming normal distribution of i , the 

estimated probability of the household to be poor at a future data will 

be
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)|ln(ln . The yln will take the form of the first 

stage above while the variance will be itXbIVb
i 21

2  . This can be estimated by a 
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three-step FGLS (see for example, Gaiha and Imai (2008) and Chauhuduri, Jalan and 

Suryahadi (2002)).  

 

VEU 

A criticism of the VEP approach to measuring vulnerability is its treatment of household 

attitudes towards risk in the sense that risk-averse households may be classified as 

vulnerable in the face of a shock.  Since these households would prefer to consume with 

certainty, they would choose a consumption stream that will be classified as vulnerable 

according to the VEP definition (Ligon and Schechter, 2003). In addition, the empirical 

strategy requires a large sample in terms of periods and exposure to shocks (Gaiha and 

Imai, 2008). To get around this problem, Ligon and Schechter (2003) use the utilitarian 

approach and define household vulnerability as )()()( iiii cEUzUcV   where z is the 

poverty line and iU  is the utility function. Assuming that households have common 

utility function )()( cUcU i   and setting )()( zVcV ii  , the VEU will be     

riskticidiosyncracEUxEcEU

riskaggregatexEcEUEcU

povertyEcUzUVEU
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To compute for VEU, we follow Ligon and Schechter (2003) by assuming a utility 

function of the form, 
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This will be computed given the IV estimates above. Once the VEP measure is 

computed, the vulnerability of various socioeconomic groups can now be ascertained. 

 

5.2.6 Attrition Bias in the Use of Panel Data 

Since the research will utilize panel data, a necessary preliminary data mining will be to 

check for attrition bias. A common issue to the use of any longitudinal data is that the 

sample collected becomes smaller on succeeding resurvey, which can happen in a 

number of ways (for example the original sample refused or became unable to 

participate or can no longer be tracked down). This problem, widely recognized in the 

field, becomes serious when non-participants have systematic characteristics that are 

related to the outcome being investigated. In the context of the proposed research, if poor 

households are more likely to drop out of the succeeding surveys, then estimates based 
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on the remaining samples are likely to be biased. Using these estimates as basis for 

policy recommendations is likely to raise objections from an empirical standpoint.  

  

Formally, consider two equations for an economic unit i , iii xy 1111     and 

iii xy 2222   where x  is a vector of explanatory variables and t is a vector of 

parameters. Assuming 0)( tiE   and 1221 )(  iiE , then for the population data 

1111 )|( iii xxyE   and for the available data 

)|()0,|( 2111211 iiiiiii zExyxyE    where 
2

2



 ii
i

x
z  . If 

0)|( 21  iii zE  , then the problem of sample selection occurs.  Attrition bias is just 

a case of selection where the sample is limited not by the researcher, rather by the non-

participation of survey respondents.  

 

One approach to test for attrition bias is to run a probit regression on “stayers” (=1 if 

participated in the succeeding wave and =0 if not) using the independent variables 

extracted from the first wave, which include the characteristics of the household head, 

household assets, geographical location dummies (rural/urban, poor/non-poor provinces 

based on official poverty statistics, conflict-ridden regions). These should not be 

statistically significant to rule out attrition bias. A complementary and simple way to test 

for attrition bias is to use a t-test to compare the means of socioeconomic indicators 

pertaining to those who responded to all waves and to those who responded only to the 

first wave. There should be no significant difference between these two groups in the 

absence of attrition bias.  

 

When attrition bias is present, we will follow the approach outlined in Wooldridge 

(1995) using panel data to correct for the bias. Briefly, let ititiit xy   1 . Assume 

a selection equation ititiit axh    where ),( iti a  is jointly distributed with 

0)( itaE  and binary indicator, )0(1  itit hs . Wooldridge specifies 

i

T

i

iiti cx  



1

0  to allow i to be correlated with ix  so that itiit acv  . Taking 

expectations, ),|(),,|( iiititiiiiit sxvExsxyE   and under the assumption of 

independent ( ii x, ), the conditional expectation to be estimated will be 

)(),|()1,|(  iiititititiit xxvxvEsxvE  . 
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i
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x

x
x


  is the Inverse 

Mills‟ Ratio (IMR) and )( , ix is the probability density function and )( ,ix  is the 

cumulative density function. The empirical strategy when the selection indicator is 

observed is therefore to run a probit regression and compute for the IMR for each period 

using the data for non-attritors ( 1its ). The outcome equation is then estimated using 
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5.3 Policy Analyses of This Proposal 

 

As discussed in the next section, the proposed project intends to analyze two sets of 

panel data: the first encompassing 1997 to 2000, and the second encompassing 2003 to 

2007 (or 2008, if the survey results will be available on time). 

 

Based on 5.2, the following analyses will be done:  

 

Descriptive Analyses 

 

1. Transition matrices using the spells approach will be provided at the national level 

and regional levels.  Special attention will be given to regions with high incidences of 

poverty as well as those that are disaster-prone, war-torn and those with significant 

number of indigenous peoples.  Transition matrices will also be undertaken to 

describe basic sectors – agricultural households, the urban poor, and female-headed 

households. 

 

2. The components approach will also be used to come up with measures of chronic and 

transient components of poverty.  These measures will again be done on the national 

and regions of the country and the key basic sectors and regions described in #1 above 

 

3. The VEU measure of vulnerability will be used to come up with a descriptive picture 

of vulnerability in the national, regional and basic sectors described above. 

 

Analyses on Determinants and Factors Contributing to Poverty 

 

4. Quintile regressions on the chronic and transient components, as described in 5.2.3. 

Critical variables that are leading explanatory variables include total household 

income, employment and underemployment (informal worker) status, education and 

skills, location in rural or areas (or type of municipality), location in disaster prone 

areas, location in areas with armed conflict,  dependency burden, lack of income-

generating household members, availability of public and private safety nets (such as 

overseas workers remittances), quality of governance as well as sudden shocks such 

as illnesses and calamities in the province or region. 

 

5. Similarly multinomial regressions will be done to explain factors on entry into and 

exit from poverty as described in 5.2.4.  The set of determinants and factors will again 

be drawn from the list described in #4 above. 
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6. Again, measures of vulnerability employing the VEU method will also reveal the 

factors affecting vulnerability in the national level, the regional levels and the basic 

sectors. 

 

Simulation Exercises  

 

Based on the above results and estimations, simulation exercises will be done comparing 

no interventions versus interventions in the following scenarios: 

 

a) typhoon and floods affecting households in particular regions 

b) sudden illnesses affect vulnerable households 

c) sudden loss of jobs affect vulnerable households 

d) sudden increase in violence and strife affect conflict-ridden areas 

 

Interventions can include provision of social insurance and free social services (e.g. 

health services for illnesses, rehabilitation of disaster and war victims). Other 

interventions can be subsidies such as temporary unemployment insurance, fertilizer and 

other agricultural input subsidies, or conditional cash transfers.   

 

A special simulation exercise will be provided as well to assess the impact of the 

Pantawid Pamilyang Pilipino (PPP) program. This is a conditional cash transfer (CCT) 

program, which involves a transfer of P300 per month to the target group based on a 

three-stage targeting where 36 poorest municipalities are chosen, then the poorest 

municipalities are identified and through the proxy means test the target households with 

children aged 6-14 are selected. The target households remain eligible to participate in 

the program provided that the children attend school 85% of the time and they get 

regular preventive check-ups and vaccines. The CCT can be simulated to important basic 

groups such as indigenous peoples, female-headed households and families of 

unemployed workers or families of workers in the informal sector.  

 

The simulation exercises aim to assess the effectiveness of interventions. Policy makers 

can use estimates of these benefits to do more detailed cost-benefit analyses of particular 

social insurance schemes and social safety nets. 

 

Comparison of Results With the Small Areas Estimates on the Philippines 

 

The results of this poverty dynamics research will be compared with other poverty 

studies on the Philippines. Specifically, the results of the Small Areas Estimates done by 

the National Statistics Coordination Board in 2003 and 2006 will be utilized. The 

poorest municipalities identified in the Small Areas Estimates will, as much as possible, 

be used in the part of this study looking at the poorest and most depressed regions or 

provinces in the country.  
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6. Data Requirements and Sources 

6.1 Main Data Source 

The datasets to be used will be the Annual Poverty Indicator Survey (APIS) conducted 

by the National Statistical Office (NSO) in the Philippines. One set of data comprise of 

the merged 1997 Family and Income Expenditure Survey (FIES) and 1998-1999 APIS 

and possible FIES of 2000.  This is the period of the Asian crisis and a severe El Niño 

drought. Another set comprises of panel data constructed from the 2003 FIES and the 

2004 and 2007 (and possibly 2008) APIS and possible 2006 FIES. Consultation with 

NSO indicates that these two sets of panel data cannot be merged to form a larger dataset 

since the sampling units differ. This means that the panel data available for the current 

research are from the periods 1997-199 and 2003-2008.  Possible merging with the 

Labor Force Survey (LFS) may also be undertaken. 

 

APIS is a nationwide survey designed to provide access and impact indicators that can 

be used as inputs to the development of an integrated poverty indicator and monitoring 

system. The APIS covers all 82 provinces of the country including all cities and 

municipalities in Metro Manila. FIES is also a nationwide survey every three years by 

the NSO as rider to the LFS and collects detailed expenditure and income data.  

 

Collected APIS data include household characteristics such as housing, water and 

sanitation, credit information, family sustenance activities, net share of crops, fruits and 

vegetables produced or livestock and poultry raised by other households, entrepreneurial 

activities, sources of income, expenditures and savings. Collected household member 

characteristics include health status, schooling status, economic characteristics, family 

planning and maternal health. In 2004, a module concerning welfare change is included 

as well where the respondents are asked to identify the reasons for the change in welfare. 

Positive shocks cited include good harvest, better health, more earnings/remittances and 

new job with higher salary while negative shocks include job loss, natural calamity, and 

increase in food prices, reduced income and loss of government assistance. Collected 

FIES data include the household head‟s characteristics (gender, age, marital status, 

occupation and industry) and detailed expenditures and sources of income receipts. 

 

There is a master sample that is based on the results of the Census of Population and 

Housing. This master sample is the basis of all the NSO-based household surveys including 

the APIS and FIES. The master sample is composed of primary sampling units (PSU) 

while the PSU is composed of clusters of households. In the Philippine setting, barangay 

being the smallest administrative entity is the most natural PSU. In cases when the 

barangays have few households, these are grouped together with other barangays within 

the municipality. Region becomes the domain of the survey design. In response to the 

requests of users, a portion of the master sample is retained that the agency will re-

survey for some period. Afterwards these samples will be replaced by another set of 

samples to be tracked again after some period. To construct the panel data, the master 

sample is divided into four replicates. Each of these replicates possess the properties of 

the full master sample such that the national level estimates using one of the four 

replicates will result to the estimates generated by the full sample. The NSO retained 

replicate number four for the survey data that will be used in the project. For the 1997-
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2000 period, the panel data that can be formed roughly translates to 3000 households 

while for the 2003-2007 period, the panel data consists of around 15000 households. 

 

6.2 Supplementary Data 

Other data such as the governance indicators will be taken from the National Statistical 

Coordination Board (NSCB) website while the provincial rainfall data will be from the 

Philippine Atmospheric, Geophysical and Astronomical Services Administration 

(PAGASA). Governance indicators using HDI estimates of UNDP and other governance 

indicators from the government will also be used (see section 4). 

 

7. Consultation and Dissemination Strategy 

7.1 Proposed Research 

To address the comments received regarding the consultation and dissemination strategy, 

the team has immediately initiated a meeting with the country‟s lead economic agency, 

the National Economic and Development Authority (NEDA). The team has zeroed in on 

NEDA‟s Social Development Staff (SDS) and the National Policy and Planning Staff 

(NPPS). These mentors are chosen since the former is in charge of poverty and social 

affairs while the latter is in charge of economic affairs and economic forecasting. As 

such, the suggestions mentioned in the meeting and in the succeeding e-mail 

correspondence have greatly contributed to the final form of the proposal. The SDS-

NEDA is particularly interested with the project since it is the main government staff 

that is in charge of the social sector, monitors and ensures that the MDG goals are 

achieved. The SDS and NPPS of NEDA have already raised several directions the 

project can branch into in the future. The team is also establishing communications with 

the Department of Social Welfare (DSWD) since this is the department that implements 

the country‟s conditional cash transfer (the PPP) discussed above.  

 

Meetings with non-governmental organizations have been done as well. In particular, 

consultation with the Social Watch (SW) and the Microfinance and the Microenterprise 

Access to Banking Services (MABS), which provides services on microcredit, finance 

and banking services to low-income households and has strong links to the rural banks.  

We have incorporated the suggestions of these groups in the project proposal as well.
12

 

 

To ensure that the project will benefit from feedbacks from the research community, the 

project results will be presented in various fora in the Philippines such as in the 

conference sponsored by the Philippine Economic Society (PES) usually held on the last 

quarter of the year. This is one avenue in which the research results can be disseminated 

the widest since this conference is attended by stakeholders coming from the academe, 

the research institutes and the government. Project results can also be presented at a 

seminar conducted by the Philippine Institute for Development Studies (PIDS), a 

government research institute, in the conference held by the Southeast Asian Regional 

Center for Graduate Study and Research in Agriculture (SEARCA) and at the seminar 

series of the Ateneo Center for Research and Development (ACERD), the research arm 

of the Ateneo de Manila University (ADMU).  Presentation of the project‟s output in 

these venues - with the government and private policy making bodies and think tanks 

                                                 
12

 See appendices for comment details. 
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attending - will help the proponents not only disseminate the results but to gather 

feedback on other issues and debates on methodologies as well.   

 

International feedback, especially on the methods, will be gotten as well. This will be 

done by the project team‟s efforts to be able to participate in international conferences 

such as the conference sponsored by the Chronic Poverty Research Centre (CPRC), the 

Asian Development Bank Institute (ADBI) conference on poverty reduction strategies in 

Asia and the United Nations University-World Institute Development Economics 

Research (UNU-WIDER).  

  

Project results can be arranged to be published as a policy brief in the PIDS and as an 

ACERD discussion paper. Revised version of the paper will be submitted to an ISI 

journal such as World Development.  

 

 

7.2 Past Research 

Attached in the Appendix is the curriculum vitae of the principal researchers.  For 

Joseph Anthony Lim, below are some of the past researches that were in collaboration 

with policy makers: 

 

a. 1997 -- “Issues Concerning High Drug Prices in the Philippines,” A Paper prepared 

for the Philippine National Drug Policy (PNDP), Department of Health, funded by the 

World Bank. This paper shows that market failures in the pharmaceutical products – 

particularly the shortcomings and slowness of the Bureau of Food and Drugs (BFAD) 

to give clear stamp of quality to generic drugs is one of the main causes of high drug 

prices and that the main strategy of the government of cheap parallel imports of 

medicines will not permanently solve the issue of high drug prices in the Philippines. 

 

b. 1998 -- “An Analysis of the Economic Well-Being of Agrarian Reform Beneficiaries 

in Relation to TSARD-Assisted Programs, Food and Agriculture Office (FAO), ” 

Technical Support to Agrarian Reform and Rural Development (TSARRD). As 

consultant to the Department of Agrarian Reform (DAR), Joseph worked with other 

social scientists to determine the micro and macro impact of agrarian reform to the 

beneficiaries and if it was able to lift the beneficiaries out of poverty.  The results of 

this study was presented to Congress to evaluate the first decade of implementation of 

agrarian reform. A similar study was again done for the DAR in 2008 to convince 

Congress to extend the agrarian reform program which did not achieve its 

accomplishment within the two decades time given to it. 

 

c. 1998 -- “The Social Impact of and Responses to the Current East Asian Economic 

Economic and Financial Crisis: the Philippine Case”, in Social Implications of the 

Asian Financial Crisis, EDAP Joint Policy Studies Number 9, Economic 

Development Management for Asia and the Pacific, UNDP Regional Project and the 

Korea Development Institute (Commissioned by the UNDP and participated upon by 

the Philippine government). 
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d. 1999-2000 -- "The Effects of the East Asian Crisis on the Employment of Women 

and Men: The Philippine Case," World Development, vol, 27, no. 7, pp. 1285-1306, 

July 2000.  In collaboration with the International Working Group on Gender, 

Macroeconomics and International Economics (GEM- IWG) in University of Utah, 

Salt Lake City, Utah, USA, the paper showed that the Asian crisis brought 

unemployment to both men and women, but women became more the  coping 

mechanism by being forced to join the labor force. 

 

e. 2002 -- “Regional Overview Paper for Strengthening International Labor Standards in 

Selected Developing Member Countries: Child Labor Component,” International 

Labour Office – Asian Development Bank RETA Project. The project tried to 

institutionalize key labor standards – eradication of child labor for Lim‟s component 

(the other components were gender and occupational safety) – in the policy 

framework of the Asian Development Bank (ADB), with the International Labour 

Office support. 

 

f.  2003-2004 Papers Written as policy adviser for the Bureau of Development Policy 

of UNDP  Poverty Reduction and MDG Division: 

 

- “Financial Sector of Indonesia” 

- “Corporate Governance and Privatization Processes in Indonesia” 

- “Financial Sector of Vietnam” 

- Paper Written for UNDP Timor Leste Country Office for the 

Strategic Poverty Reduction Framework and Employment and 

Income Generation Programme 

- “Towards a Macroeconomy for the Human Development of Timor 

Leste” 

- (co-authored with Jan Vandemoortele and Kamal Malhotra), “Is 

Millennium Development Goal 8 on Track as a Global Deal for 

Human Development?” Bureau for Development Policy, UNDP 

- Coordinated UNDP Practice or Policy Note on Heavily Indebted 

Poor Countries (HIPC) Initiative. 

-  

g. 2005 -- Co-authored with Fernando Aldaba, Karl Chua, Leonardo Lanzona, 

Rosalinda Ofreneo and Rosario Del Rosario. Employers’ Demand for Child Labor in 

the Pyrotechnics and Fashion Accessories Sector in the Philippines, International 

Labour Organization. A field study commissioned by ILO Geneva and ILO 

Philippines, and published by ILO-IPEC (International Programme on the 

Elimination of Child Labour) Philippines 

 

h. 2007 -- “Towards Financing the Millennium Development Goals: Debt Reduction for 

MDG,” Discussion Paper Series No. 2006-23, Philippine Institute for Development 

Studies (PIDS), December 2006. A paper funded by UNDP Colombo and UNDP 

Philippines to push for debt-to-MDG swaps from the Paris Club for countries like the 

Philippines  
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i. 2007-2008 -- Indonesia: Debt Strategies to Finance the Millennium Development 

Goals, UNDP. (to be published by UNDP Indonesia). A similar study for debt-to-

MDG swaps requested by UNDP Headquarters (NY) and UNDP Indonesia. 

 

j. 2008-2009 -- “Evaluating (Chronic) Poverty in the Philippines,” Chronic Poverty 

Research Centre (CPRC) Working Paper No. 138, Mar. 2009, CPRC on line 

publication: http://www.chronicpoverty.org/p/649/publication-details.php. Requested 

by Tony Addison of CPRC and University of Manchester and Julia Brunt of CPRC, a 

paper was written on chronic poverty in the Philippines and shared with Social Watch 

Philippines 

 

k. 2008-2009 -- Joseph Anthony Lim (2009). “Poverty, Regional Disparities and the 

Macroeconomy” in Aldaba, Fernando (ed.), Sharing Prosperity: An Agenda of Hope.  

the Ateneo de Manila University. The University wanted faculty members to come up 

with a public service project to give recommendations for sharing prosperity in the 

Philippines. 

 

l. 2009-2010 -- Joseph Anthony Lim (2010), “Towards an ASEAN Roadmap to 

Eradicate the Worst Forms of Child Labour by 2016,” ILO Bangkok. ILO Bangkok 

wanted an advocacy paper to convince ASEAN to collectively come up with a time-

bound program to eradicate the worst forms of child labor by 2015.  

 

8. Training and Experience of Team Members 

Dr. Joseph Anthony Lim is 57 years old, has received his M.S. in Operations Research 

at the Massachusetts Institute of Technology, his Ph.D. in Economics from the 

University of Pennsylvania, and did his post-doctoral study at the Economics 

Department of the University of Cambridge.  He taught for more than 20 years in the 

School of Economics of the University of the Philippines and is currently a professor at 

the Ateneo de Manila University. He was a financial and foreign debt adviser for the 

Bureau of Development Policy, Poverty Reduction and MDG Section of the UNDP in 

2002 – 2004.  The previous section shows his experiences with UNDP, the Department 

of Agrarian Reform and Department of Health of the Philippines, ILO, World Bank, 

and the Asian Development Bank. He has strong links and communications with the 

International Working Group on Gender, Macroeconomics and International Economics 

(GEM- IWG), and attended their two-week training and seminar on Engendering 

Macroeconomics and International Economics at the University of Utah in June-July 

2005. He was also, in the period 1998 – 2000, the consultant for the National Economic 

Development Authority (NEDA) National Policy and Planning Staff (NPPS) in their 

annual and quarterly macro forecasting models.  

 

Dr. Connie Bayudan-Dacuycuy is 33 years old, has received her MA Economics degree 

at the University of the Philippines and her Ph.D. in Economics from the Kyoto 

University and is currently an assistant professor at the Ateneo de Manila University. 

She conducts research on the impact of assets on the women‟s role in the household. She 

is currently doing a research on the role of women‟s autonomy to children‟s risky 

behaviour in the Philippines. She has little experience in poverty analysis but is very 

http://www.chronicpoverty.org/p/649/publication-details.php
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proficient in the use of Stata to analyze large datasets such as the ones required by the 

current research. 

 

Ms. Aizelle Jeverly Andrade is 21 years old, has received her B.S. Applied Economics at 

De La Salle University and is currently studying at the same institution for her MA 

degree. She is very interested in poverty and development issues and she has knowledge 

on Stata and has used the community-based monitoring system (CBMS) in her 

undergraduate thesis. 

 

Ms. Angelica Espinosa is 22 years old, has received her B.A. Economics at the Ateneo 

de Manila University. She has no knowledge in Stata but is very interested in poverty 

and economic development. 

 

9. Expected Capacity Building for Researchers and Institutions 

The project is expected to contribute to the accumulation of knowledge, skills and 

experience among the members.  The team members are expected to have benefited from 

their strengths and to have shared significant knowledge to advance their understanding 

of issues on policies and econometric methods. There are also avenues in which 

institutions can benefit from this research.  

 

9.1 Capacity Building within the Team 

Since the team is composed of members with various levels of expertise and 

understanding of development issues, the project being proposed can have significant 

capacity-building and learning avenues within the team especially for Aizelle and 

Angelica. These junior researchers will (i) learn the use of Stata to handle large datasets 

(ii) be familiar with the existing nationally-representative household surveys in the 

country and (iii) be able to use both (i) and (ii) to analyze poverty within the dynamic 

setting. Due to the paucity of panel data in the country, to be able to train these young 

members in managing panel data and analyzing poverty using these data will 

significantly contribute to their capacities as future researchers. In addition, both will 

gain exposure on the poverty literature and will develop their writing skills, which will 

help Aizelle to write her MA thesis and will help Angelica in case she pursues graduate 

studies. The statistical and data know-how will be useful even if Angelica does not 

pursue graduate studies but continue to work in the microfinance and poverty areas.   

 

They will be expected to read the references below (and the references to added during 

the course of the project) and to condense all the information in a cohesive review of 

literature. Since their exposure as team members will count as job experience, the project 

has the potential not only on building capabilities but on building their research track 

record as well. Both will be responsible for the data management including 

communication with the NSO regarding the datasets, processing the data and performing 

the necessary data mining and will be expected to work closely with Connie in doing the 

computations and econometric estimations. They will be expected to contribute on the 

analysis as well. 
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Connie will be responsible for the econometric estimations. While she has little 

experience on the poverty research, she has done research mostly on microeconomics 

(i.e. intrahousehold allocation) and will be able to easily shift to poverty. She is also very 

interested in development issues. 

 

Joseph will supervise the conduct of the research.  Having written several articles on 

social issues such as gender, child labor and poverty, he will be responsible for writing 

bulk of the paper especially the policy recommendation part. Having established 

networks acquired through years in the academe and research, he will also be responsible 

for bringing mentors from the government and the non-government organizations 

onboard the research process especially in the discussion of results and policies. The rest 

of the team will benefit from being introduced to his wide networks and connections.  

 

Joseph will learn, in turn, from the PEP supervisors and from the PEP workshops and 

trainings. All members are very interested in participating to the training, workshops and 

conferences that the PEP will sponsor, however. 

 

9.2 Capacity Building for the Institutions 

Since Joseph and Connie will both be able to deepen their understanding of the 

Philippine poverty because of the relatively new approach (from the point of view of 

previous research in the Philippine poverty) in which the study is going to be conducted, 

both are hoped to gain an expertise in using panel data to analyze poverty at the 

completion of the project. Both can then teach poverty measurement and analysis as an 

elective.  

 

The proponents will be able share their knowledge to the Economics Department of the 

ADMU through the ACERD seminar presentation of the paper. As abilities are acquired, 

teaching can then be extended from poverty measurement to other econometric 

techniques using panel data. The project therefore, has significant contribution not only 

on the individual level and on the Philippine poverty programs but to the ADMU 

Economic Department‟s upgrade of econometric techniques as well.  This project is a 

big step towards the appreciation of the use of panel data to analyze not only poverty but 

other social issues and subsequently towards attaining expertise on modeling techniques 

using panel data as well.  

 

It also has significant implications on various improvements that the NSO can do for its 

future data collection. Continuing contacts and discussions with NSO and NSCB on 

updated econometric works using the poverty dynamics approach may lead to the 

improvement of the survey data gathered in terms of accuracy and effort to increase the 

number of economic units they track overtime. 

 

Since consultations with NEDA and Social Watch Philippines would be going on during 

the duration of the project, the project team will be willing to give seminars and training 

to the staff of these institutions in the methodologies undertaken especially after the 

study when significant results are produced and further extended studies will have to be 

undertaken in future years. 
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Under mutually acceptable terms, the project team is willing to impart the econometric 

technique and models to the staff of interested agencies so that the poverty dynamics 

approach can be institutionalized by government research agencies and research 

institutions. This will lead to a better tracking of the processes affecting poverty in the 

Philippines – especially in the most depressed regions -- in order to regularly refine 

policies and programs at eradicating poverty in the country. 

 

10. Any ethical, social, gender or environmental issues or risks that should be 

noted. 

There are no ethical, gender or environmental issues that should be noted. 

 

11. List of past, current or pending projects in related areas involving team 

members  

Joseph Anthony Lim (2010), “Towards an ASEAN Roadmap to Eradicate Child Labour 

by 2015”. ILO Bangkok. 

 

Joseph Anthony Lim (2009).  “Evaluating (Chronic) Poverty in the Philippines”. The 

Chronic Poverty Research Centre. 

 

Joseph Anthony Lim (2009). “Poverty, Regional Disparities and the Macroeconomy” in 

Aldaba, Fernando (ed.), Sharing Prosperity: An Agenda of Hope.  The Ateneo de Manila 

University. 

 

Joseph Anthony Lim (2000). "The Effects of the East Asian Crisis on the Employment of 

Women and Men: The Philippine Case," World Development, vol, 27, no. 7, pp. 1285-

1306, July 2000. 
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