
Social Outlook for 
Asia and the Pacific 
Poorly Protected

Social O
utlook for A

sia and the Pacific: Poorly Protected



The Economic and Social Commission for Asia and the Pacific (ESCAP) serves as the United Nations’ regional 
hub promoting cooperation among countries to achieve inclusive and sustainable development. The largest 
regional intergovernmental platform with 53 Member States and 9 associate members, ESCAP has emerged 
as a strong regional think-tank offering countries sound analytical products that shed insight into the 
evolving economic, social and environmental dynamics of the region. The Commission’s strategic focus is to 
deliver on the 2030 Agenda for Sustainable Development, which is reinforced and deepened by promoting 
regional cooperation and integration to advance responses to shared vulnerabilities, connectivity, financial 
cooperation and market integration. ESCAP’s research and analysis coupled with its policy advisory services, 
capacity building and technical assistance to governments aims to support countries’ sustainable and inclusive 
development ambitions.

The shaded areas of the map indicate ESCAP members and associate members.*

*The designations employed and the presentation of material on this map do not imply the expression of any 
opinion whatsoever on the part of the Secretariat of the United Nations concerning the legal status of any country, 
territory, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries.



Social Outlook for 
Asia and the Pacific 
Poorly Protected

United Nations publication
Sales No. E.19.II.F.2
Copyright © United Nations 2018
All rights reserved
Printed in Bangkok
ISBN: 978-92-1-120781-1
e-ISBN: 978-92-1-047467-2
ST/ESCAP/2844
Reprinted August 2019

Cover: Shutterstock.com/Expensive
Introduction: Shutterstock.com/TOM_photographer
Chapter 1: Shutterstock.com/Don Mammoser
Chapter 2: ESCAP Photo/Kailash Mittal
Chapter 3: Shutterstock.com/Oleskaus
Chapter 4: Shutterstock.com/Mcky Stocker and Shutterstock.com/ catastrophe_OL
Chapter 5: Shutterstock.com/tcareob72
Chapter 6: Shutterstock.com/Evgeny Atamanenko

This publication may be reproduced in whole or in part for educational or non-profit purposes without special 
permission from the copyright holder, provided that the source is acknowledged. The ESCAP Publications 
Office would appreciate receiving a copy of any publication that uses this publication as a source.

No use may be made of this publication for resale or any other commercial purpose whatsoever without prior 
permission. Applications for such permission, with a statement of the purpose and extent of reproduction, 
should be addressed to the Secretary of the Publications Board, United Nations, New York. 



Foreword

The United Nations Economic and Social Commission for Asia and 
the Pacific (ESCAP) has one overwhelming priority: supporting 
its member States achieve the goals of the 2030 Agenda for 

Sustainable Development. At the heart of this agenda is a commitment 
to eradicate poverty in all its dimensions. This ambition has shaped this 
report, which celebrates our region’s successes but shines the spotlight 
on remaining challenges. 

Today, 1.2  billion people in the Asia-Pacific region live in poverty of which 400 million in extreme poverty, 
mostly in South Asia. Many lack access to services as essential as clean water, electricity, education, health care 
and bank accounts. This deprivation of opportunity is entrenching poverty, perpetuating it over generations. 
It is particularly acute in rural areas where work can be dangerous and low paid, health care unavailable or 
unaffordable and sanitation services lacking. Social protection remains the preserve of a minority, leaving 
60 per cent of our population exposed to sickness, disability, unemployment or old age. 

Put simply, we need to invest more in our people if we are to achieve the 2030 Agenda for Sustainable 
Development. Ours is a region which spends below the global average on social protection, health care 
and education. Yet our research points to a simple correlation on which we must act. Countries which have 
spent a higher share of their budget on people’s development achieve the greatest poverty reduction. ESCAP 
quantifies additional investments needed at some $281 billion a year to close the gap as a share of GDP in these 
sectors. Increasing spending across these areas could lift 328 million people out of poverty and 52 million out 
of extreme poverty. 

Social protection has the greatest poverty reduction potential, and would particularly benefit the most 
vulnerable. Cambodia, Bhutan, Mongolia, Thailand and Viet Nam have led from the front with this approach 
and have expertise to share. Our report’s analysis concludes judiciously targeted investment in social 
protection could eliminate extreme poverty in Bangladesh, India, Nepal and the Philippines by 2030. At a time 
when inequalities between and within countries are widening, increased investment in the social sector could 
therefore make a major contribution to getting the region back on track to achieving the 2030 Agenda. That is 
an opportunity, which I hope, this report will help us seize. 

Armida Salsiah Alisjahbana

Under-Secretary-General of the United Nations
and Executive Secretary of ESCAP
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Explanatory Notes

ESCAP groupings of countries
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Macao, China; Mongolia; and the Republic of Korea	
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South-East Asia (SEA): Brunei Darussalam; Cambodia; Indonesia; Lao People’s Democratic Republic; Malaysia; 
Myanmar; Philippines; Singapore; Thailand; Timor‑Leste; Viet Nam	

South and South-West Asia (SSWA): Afghanistan; Bangladesh; Bhutan; India; Iran (Islamic Republic of ); 
Maldives; Nepal; Pakistan; Sri Lanka; Turkey	

Country abbreviations
ARM Armenia LKA Sri Lanka

AZE Azerbaijan MDV Maldives

BGD Bangladesh MMR Myanmar

BTN Bhutan MNG Mongolia

CHN China MYS Malaysia

FJI Fiji NPL Nepal

FSM Micronesia (Federated States of ) PAK Pakistan

GEO Georgia PHL Philippines

IDN Indonesia PNG Papua New Guinea

IND India SLB Solomon Islands

IRN Iran (Islamic Republic of ) THA Thailand

KAZ Kazakhstan TJK Tajikistan

KGZ Kyrgyzstan TUR Turkey

LAO Lao People’s Democratic Republic VNM Viet Nam
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Acronyms
BAU	 business as usual

BIC	 Bayesian Information Criterion

Bottom 40	 Bottom 40 per cent of households in wealth distribution

CGE	 computable general equilibrium

CMP	 Child Money Programme

DHS	 Demographic and Health Surveys

GDP	 gross domestic product

ILO	 International Labour Organization

LCA	 latent class analysis

LPG	 liquid petroleum gas

MEF	 Ministry of Economy and Finance

MDG	 Millennium Development Goals

MICS	 Multiple Indicator Cluster Surveys

NCD	 non-communicable diseases

NSPC	 National Social Protection Council

NSPPF	 National Social Protection Policy Framework

OECD	 Organisation for Economic Co-operation and Development

PISA	 Programme for International Student Assessment

pp	 percentage point(s)

PPP	 purchasing power parity	

SDGs	 Sustainable Development Goals

Top 10	 Top 10 per cent of households in wealth distribution

Top 60	 Top 60 per cent of households in wealth distribution

UNDP	 United Nations Development Programme

UNESCO	 United Nations Educational, Scientific and Cultural Organization

WDI	 World Development Indicators

WHO	 World Health Organization
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Executive Summary
Recognizing the centrality of addressing poverty 
in all its manifestations, Sustainable Development 
Goal (SDG) 1 of the 2030 Agenda for Sustainable 
Development sets out to end poverty in all its forms 
everywhere. Its Target 1.2 aims to reduce, at least by 
half, the proportion of men, women and children 
of all ages living in poverty in all its dimensions by 
2030. Target 1.3 of the same goal calls for nationally 
appropriate social protection systems and measures 
for all, including floors, and substantial coverage of 
the poor and the vulnerable.

This publication argues that to reduce poverty 
in Asia and the Pacific, countries need to step up 
their investment in people, in particular on social 
protection, education and health care. To be effective, 
existing social development policies need to reach 
the furthest behind. This requires policymakers to 
identify the country-specific population groups 
that are disproportionally poor and deprived as 
well as the specific barriers that hinder their escape 
from poverty. 

MESSAGE 1

Despite the region’s progress, 
poverty remains a key 
challenge 

Between 1990 and 2015, socioeconomic 
achievements moved more than 80 per cent of the 
region’s extreme poor out of poverty. China and 
India drove this trend, with China also significantly 
reducing the proportion of its population living in 
extreme poverty. In most Asia-Pacific countries, the 
poor are also marginally better off, as measured by 
improvements of the poverty gaps. For example, in 
Myanmar, the gap decreased from 76 to 11 per cent 
of the $3.20 poverty line, whereas in Bhutan, it fell 
from 49 to 0.5 per cent. 

Despite these tremendous improvements, 1.2 billion 
people in the Asia-Pacific region still live on less 
than $3.20 a day. Out of 1.2  billion, 400 million are 
estimated to live in extreme poverty, below the 
threshold of $1.90 a day. Of these, almost two thirds 
live in South Asia, particularly in India. However, 
smaller countries, such as Papua New Guinea, the 
Solomon Islands and Timor‑Leste continue to have 
the highest poverty rates and the highest poverty 
gaps. Throughout the region, poverty is also much 
higher in rural than in urban areas.

MESSAGE 2

Lacking access to basic services 
undermines human development 

Limited access to fundamental needs, such as 
basic drinking water, basic sanitation, electricity, 
clean cooking fuels, a bank account and education 
undermine human development. This non-monetary 
form of poverty cuts across generations by impeding 
their equal participation in society, their ability to 
feed a family and to live a long, healthy and happy 
life with dignity.

One and a half billion people, most of whom live in 
the region’s rural areas, lack improved sanitation and 
less than four in ten have access to affordable health 
care. About one billion people also work in hazardous 
and low-paid jobs with insecure employment 
contracts and little, if any, social protection, with 
women holding the greater proportion of such jobs. 
In Afghanistan, Cambodia, Lao People’s Democratic 
Republic and Myanmar, more than eight out of ten 
households are deprived of several of these basic 
opportunities. 

MESSAGE 3

Underinvestment in people impedes 
poverty reduction

No country analysed in this report meets the world 
averages of social spending on social protection, 
education and health care. Most countries in the 
Asia-Pacific region spend, on average, less than one-
third of the global average of 11.2  per  cent of GDP 
on social protection. Expenditures on education 
and health care are closer to, but still below, the 
global averages. Overall, the region needs additional 
investments of $281  billion per  year to match the 
global spending levels as a share of GDP on these 
three sectors. More than two thirds of this additional 
spending would need to be directed to social 
protection programmes alone.

The implication of this significant underinvestment 
in social protection is that 60  per  cent of the 
region’s people are unprotected against risks such 
as sickness, disability and unemployment, or during 
pregnancy or old age. Social protection coverage 
has the greatest potential to reduce poverty and 
is one of the core ways the region can see an end 
to poverty. 
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MESSAGE 4

A lower level of economic 
development is not a reason 
for low social investments

Countries that have driven poverty reduction trends, 
even at the $3.20 a day rate, have also invested 
more in education, health and social protection. 
Oppositely, countries that spend the least often 
have higher levels of poverty. Levels of investment 
in the social sector varies significantly between 
countries with similar income levels. However, social 
investments can drive development and poverty 
reduction and countries should not wait to become 
rich before stepping up this investment.

Governments with higher political commitment to 
social investments not only spend a higher share of 
their budget on their people’s development, but tend 
to spend more effectively with better outcomes as 
a result. Examples of low- and lower-middle income 
countries that have been successful first movers in 
this regard include Cambodia, Bhutan, Mongolia, 
Thailand and Viet Nam. 

RECOMMENDATION 1

Accelerate poverty reduction 
by boosting investment in people

To accelerate progress towards ending poverty, 
governments need to boost the amount of public 
spending on social protection, education and 
health care. The evidence for increasing the level 
of investment in people in the Asia-Pacific region is 
overwhelming: around 328 million people would be 
lifted out of moderate poverty and 52 million people 
out of extreme poverty with more countries fully 
eradicating poverty by 2030. Countries would also 
see an increase in their GDP growth together with 
reduced income inequalities. 

RECOMMENDATION 2

Reap maximum benefits by focusing 
on social protection investment

The majority of countries in the region need to step 
up investments in inclusive social protection to meet 
the global average. The report estimates that such 
increased investments could be a game changer 
for poverty reduction by lifting at least 233 million 
people out of poverty in the Asia-Pacific region. 
Through increased social protection investments, 
extreme poverty would also be fully eliminated by 
2030 in Bangladesh, India, Nepal and the Philippines, 
countries that would otherwise miss this target. 
To leave no one behind, social protection must be 
inclusive and adequate. 

RECOMMENDATION 3

Ensure that social protection 
investment reaches those 
left behind

Countries, such as Mongolia, with the highest success 
rates of reducing poverty through social protection, 
have designed and implemented inclusive and 
universal programmes. On the contrary, the region’s 
best performing poverty-targeted programmes 
record exclusion rates of more than 40 per cent. In 
these countries, benefits are also often very low, with 
limited impact for those lucky enough to receive the 
benefits. Countries that rely on poverty-targeting, 
with the well-intended aim of directing limited 
resources to those furthest behind, should therefore 
consider more inclusive approaches towards 
reaching the poor. 
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Over the past decades, the Asia-Pacific region has 
made considerable strides in social development, 
driven by economic growth, which generated 
new jobs, increased incomes and improved 
access to basic services and other opportunities. 
In several countries, more than 80  per  cent of the 
extreme poor were lifted out of poverty. 

Despite these advancements, 400 million people 
are estimated to live below the extreme poverty 
line of $1.90 a day and another 800 million people 
are trapped on incomes above $1.90, but below 
the moderate poverty level of $3.20 a day. An 
even larger number of people are deprived of 
basic services and opportunities. Less than 4 out 
of 10 people in the region have access to health 
care, and out-of-pocket expenditures for health 
care are among the highest in the world. One and 
a half  billion people in the region lack access to 
improved sanitation. The largest numbers of poor 
and deprived populations live in rural areas. 

Large and often increasing inequalities also exist 
in educational attainment, ownership of a bank 
account and access to clean fuels. For example, 
despite high enrolments, in one third of the countries 
in the Asia-Pacific region, attendance rates in 
secondary education for the poorest quintile remain 
below 30 per cent, with four countries at 10 per cent 
or below. Meanwhile, attendance rates for children 
from the upper quintile in these countries can be as 
high as 80 per cent. These gaps cement poverty and 
deprivation throughout Asia and the Pacific.

This report argues that this large number of poor, 
deprived and vulnerable people is the manifestation 
of the exclusion of vulnerable groups from reaping 
the benefits generated by economic growth 
and of insufficient investment in people. It  also 
posits that countries do not have to become 
rich before committing to building their human 
capital by investing more in people. Investments in 
education, health care and social protection have 
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had a measurable impact on poverty reduction, 
irrespective of the economic development of the 
country that introduces them. That impact can be 
significantly magnified by increased and smarter 
investments. 

Currently, most countries in the Asia-Pacific region 
spend well below the global averages on social 
protection, education and health care. In fact, 
developing countries in the region spend on average 
about 3.7  per  cent of GDP on social protection, 
compared to the world average of 11.2 per cent. This 
underinvestment is the reason why 60  per  cent of 
the population in the region has no protection if 
they fall ill, have a disability, become unemployed, 
pregnant or old.

Social development has taken centre stage in the 
global debate surrounding the adoption of the 
2030 Agenda for Sustainable Development. As core 
components of sustainable development, several 
of the Sustainable Development Goals (SDGs) 
encapsulate tangible social development objectives. 
For example, SDG 1 aims to end poverty in all its 
forms, SDG 2 targets the end of hunger, SDG 3 ensures 
healthy lives, SDG 4 emphasizes quality education, 
and SDG 5 promotes gender equality. SDG 6 aims to 
provide clean water and improved sanitation and 
SDG 7 ensures the accessibility of sustainable and 
modern energy to all. SDG 8 requires the creation 
of decent work opportunities, and SDG 10 aims to 
reduce inequality. 

Through the Regional Roadmap for Implementing 
the 2030 Agenda for Sustainable Development in 
Asia and the Pacific, the region has also identified 
social development as priority thematic area. The 
Roadmap has called specifically for analytical studies 
and policy advocacy to address inequalities, reduce 
poverty and enhance social protection. This report is 
a response to this call for further analysis of the key 
issues surrounding poverty. 

To assist policymakers in identifying population 
groups that have not yet benefited from economic 
growth and poverty reduction efforts in the region, 
the report conducts a cross-country analysis of 
poverty in the Asia-Pacific region, both from the 
monetary and non-monetary (defined here as 
deprivation) perspectives. The report suggests 
ways to further bolster public spending in social 
development in order to successfully implement 
the 2030 Agenda for Sustainable Development, in 
particular, the achievement of SDG 1.

The recommendations proposed hinge on different 
methodologies: the use of cross-country individual 
and households’ data, computable general 
equilibrium (CGE) modelling to estimate the impact 
of increased investments in the social sector for 
achieving SDG 1 and the identification of the profiles 
of poor and vulnerable groups of people through 
latent class analysis (LCA).

The report is structured as follows: 
chapter  1 analyses trends in income poverty 
across and within countries in Asia and the Pacific; 
chapter 2 expands into the non-monetary aspects 
of poverty and examines deprivation in the region; 
chapter  3 discusses the inadequacy of public 
spending — on health care, education and social 
protection; chapter 4 estimates the reduction in 
poverty that could come from reaching the global 
levels of social spending; chapter 5 analyses how 
to best invest to reach the poorest segments of the 
population, by identifying the specific profiles of 
the poor; and chapter 6 concludes the report with 
a set of recommendations for policymakers to work 
toward ending poverty in the Asia-Pacific region.

xii
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Chapter 1

Poverty remains 
a challenge

1



Eradicating extreme poverty is at the centre 
of all international development efforts. Since 
2000, the United Nations has embedded the goal of 
eradicating extreme hunger and poverty in the first of 
the Millennium Development Goals (MDG). Likewise, 
ending poverty in all its forms and dimensions is the 
first of the Sustainable Development Goals (SDG) 
and an integral part of the entire 2030 Agenda for 
Sustainable Development.

The 2030 Agenda, envisages a future in which all 
people, not just the wealthy, can enjoy prosperous 
and fulfilling lives. This commitment to leave no-one 
behind has underpinned a shift in the way poverty-
reduction strategies are presented. For instance, 
SDG 1 aims to develop social protection systems and 
measures for all, including floors, and by 2030 aims 
to achieve substantial coverage of the poor and the 
vulnerable. 

The poverty-eradication discourse has also placed 
special emphasis on minimum living standards as 
recognized in article 25 of the Universal Declaration 
of Human Rights adopted by the United Nations 
General Assembly, in 1948. The article states that 
everyone has the right to a standard of living 
adequate for the health and well-being of himself 
and of his family, including food, clothing, housing, 
medical care and necessary social services. 

Hence, in the 2030 Agenda, the goal of income 
poverty eradication is framed jointly with other 
poverty-related targets, associated with the social, 
economic and environmental dimensions of 
development.1 SDG 3 on health, SDG 4 on education, 
SDG 6 on water and sanitation and SDG 10 on 
reducing inequality within and among countries all 
contribute towards poverty eradication. 

The set of indicators established to measure these 
goals also reflect both monetary and non-monetary 
considerations. Monetary poverty is measured in 
both absolute terms (Indicator 1.2.1: “The proportion 
of the population living below the national poverty 
line, by sex and age”) and relative terms (Indicator 
10.2.1: “The proportion of people living below 
50  per  cent of median income, by age, sex and 
persons with disabilities”). The poverty indicators 
also incorporate non‐income poverty measures 

1	 D. Le Branc, “Towards integration at last? The sustainable development goals as a network of targets.” Department of Economic and Social Affair (DESA) 
Working Paper, No. 141 (ST/ESA/2015/141) (2015).

2	 J. Haughton, and S. R. Khandker, Handbook on Poverty and Inequality (Washington, World Bank Publications, 2009), chapter 4.

3	 C. R., Laderchi, R. Saith, and F. Stewart, “Does it matter that we do not agree on the definition of poverty? A comparison of four approaches”, Oxford 
Development Studies, vol. 31, No. 3, 2003, pp. 243–274.

(Indicator 6.2.1: “The proportion of the population 
using safely managed sanitation services, including 
a hand‐washing facility with soap and water”), as 
well as multidimensional poverty (Indicator 1.2.2 
“The proportion of men, women and children of all 
ages living in poverty in all its dimensions according 
to national definitions”). These interlinkages require 
policies that embrace an increasing number of 
socioeconomic areas to reach the furthest behind. 

Overall, poverty definitions can be linked back to 
three main approaches used by academics and 
practitioners, namely (1) the monetary approach; (2) 
the capability approach; and (3) the social exclusion 
approach. The monetary approach, mainly used 
in this chapter, identifies poverty as a shortfall 
either in income or consumption expenditure from 
a set benchmark. The next chapter will focus on the 
non-monetary approach, which emerges from the 
capability and the social exclusion approach. 

1.1	 Defining poverty
Measures of monetary poverty rely on indicators 
of welfare, such as income, consumption, wealth, 
food energy intake and other proxies for assessing 
whether a household can afford enough basic food 
and non-food items to meet minimum requirements. 

The most common measures of poverty rely on 
income and consumption data. While income 
measures refer to the ongoing flow of economic 
resources that a household receives, such as wages, 
salaries, money earned through self-employment, 
private pensions, investments, and social transfers, 
consumption measures account for the goods and 
services that individuals purchase to fulfil their needs 
and wants.2 The analysis conducted throughout this 
report relies on statistics that consider both income 
and consumption-based measures. 

Defining a poverty line assumes a clear measurable 
difference between the poor and the non-poor.3 
A relative poverty is defined in relation to the overall 
income distribution of a country and is often set at 
30 or 50 per cent of the country’s mean or median 
income. Sometimes, the threshold is also fixed at 
below 60 per cent of the median income. 

2
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Absolute poverty lines are commonly used by 
governments of low- and middle-income countries. 
These thresholds are based on the cost of purchasing 
a basket of commodities and services that meet 
basic needs. Those who live below the poverty line 
are poor because they do not have the means to 
meet their essential food, clothing and shelter needs. 
Absolute poverty lines have a significant advantage 
over relative ones as they allow for consistent 
comparisons of poverty over time. 

Poverty measures can also be defined at the national 
or international level. National poverty lines vary 
greatly across the Asia and Pacific region both in 
terms of their value in purchasing power parity (PPP) 
and their level relative to gross domestic product 
(GDP) per  capita (Figure 1.1). The average national 
poverty line among the 22 countries for which data 
are available was $3.51 PPP per  day, in 2011, at an 
average of 19.6 per cent of GDP per capita. China had 
the lowest national poverty line at $1.78 PPP per day, 
equivalent to just 6.3  per  cent of GDP per  capita, 
and the Russian Federation had the highest national 
poverty line at $8.30 PPP per  day, equivalent to 
12.5 per cent of GDP per capita.

At the global level, poverty is measured through 
international poverty lines, which are periodically 
set by the World Bank. However, it has been 

4	 United Nations Economic Commission for Europe, Guide on Poverty Measurement (Geneva, 2017), p. 5.

5	 M. Ravallion, S. Chen, and P. Sangraula, “Dollar a day revisited”, World Bank Economic Review, vol. 23, No. 2 (2009), pp. 163–184.

challenging to define a unique threshold that 
could be adequate for cross-country comparisons 
that include lower, middle and higher income 
nations. For instance, in 1990, the World Bank set the 
international poverty line at $1.00 a day, based on 
the six lowest national poverty lines from a sample 
of 33 countries. 

The choice of this threshold raised two concerns. 
First, it failed to take into account other basic needs 
apart from food and essential non-food spending, 
such as housing, clothing, and heating. Second, the 
low amount was not relevant to many countries, 
which contributed to the slow take-up of the 
Millennium Development Goals (MDG) agenda in 
many countries.4 Therefore, the extreme poverty 
line was updated to $1.25 a day in 2008 and then 
to $1.90 a day in 2015, based on a simple average 
of the national poverty lines from the 15 poorest 
countries out of a sample of 74 countries.5 More 
recently, the World Bank has also agreed on setting 
higher thresholds at $3.20 and $5.50 a day in middle 
income countries. 

The poverty line as well as other poverty measures 
derived from it represents a convenient way for 
conducting different types of within and cross-
country analyses (Annex 1.1). 

FIGURE 1.1	 National poverty lines as percentage of GDP per capita (2011, PPP)

Source: D. M., Jolliffe and E. B., Prydz, “Estimating international poverty lines from comparable national thresholds”, The World Bank Policy Research Working Paper, No. 
7606, (March 2016). 
Note: y = Harmonized international poverty line / (GDP per capita 2011 USD PPP/ 365) x 100.
x = Harmonized poverty lines in 2011 USD PPP.
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1.2	 Trends in poverty
A century ago, around 80  per  cent of the global 
population was considered extremely poor. Despite 
tremendous population growth, remarkable progress 
has been made in raising the living standards of the 
poorest, both in percentage and in absolute terms 
(Figure 1.2). 

The reduction of poverty has accelerated over the 
past 30 years. According to estimates of the World 
Bank, almost 1.1  billion people have been lifted out 
of extreme poverty, globally, since 1990.6 The most 
sizeable improvements in eradicating poverty were 
seen in Asia and the Pacific, where the number of 
extremely poor people decreased from more than 
1 billion to 400 million people.7 

While economic growth has been vital for reducing 
poverty, it has not been enough. Growth reduces 
poverty only when the poor are included in the growth 
process. In most Asia-Pacific countries, the gains of 
economic growth have not been distributed equally, 
resulting in 1.2  billion people still living on incomes 
below $3.20 a day, with limited opportunity to fulfil 
their potential. 

6	 World Bank Group, “Poverty and shared prosperity 2016: Taking on inequality” The World Bank (Washington D.C., 2016). 

7	 ESCAP, Asian Development Bank, United Nations Development Programme, “Eradicating poverty and promoting prosperity in a changing Asia-Pacific” 
(Thailand, 2017).

8	 Due to changes in the methodology applied for China 2013 household survey, on which poverty data for that year are based, the comparability with previous 
years is subject to caution. For further information, please see, World Bank Group, “Poverty and shared prosperity 2016: Taking on inequality” The World Bank, 
(Washington D.C., 2016).

Among the 400 million people still living in extreme 
poverty in the region, 8 out of 10 are found in South 
Asia (Figure 1.3), where over 250 million people live 
in extreme poverty and almost 900 million live in 
moderate poverty, most of whom are in India. While 
India’s GDP per capita doubled from 1990 to 2013, this 
growth was also associated with rising inequality.

1.3	 Where are the poor?
While most countries in the Asia-Pacific region have 
experienced a marked fall in the share of extremely and 
moderately poor individuals between 1990 and 2013, 
some nations have contributed more than others in the 
reduction of poverty, particularly populous countries 
such as China, India, and Indonesia (Figure 1.4).

Most countries in the region have reduced extreme 
poverty to below the average global poverty level of 
10.7 per cent (Figure 1.5). For instance, China’s level of 
extreme poverty dropped from 67 per cent in 1990 to 
only 1.9 per cent in 2013.8 However, Papua New Guinea, 
Solomon Islands and Timor‑Leste still report extreme 
poverty rates of above 20  per  cent. Likewise, the 
headcount ratio of Bangladesh and of the Lao People’s 
Democratic Republic stands above the global average. 

FIGURE 1.2	 Historical development of extreme poverty, globally

Source: Our World in Data; Poverty estimates of 1980 and later are taken from the World Bank’s PovcalNet: the on-line tool for poverty monitoring developed 
by the Development Research Group of the World Bank. Available at: http://iresearch.worldbank.org/PovcalNet/home.aspx (accessed on 1 April 2018). 
Note: All earlier data is taken from F. Bourguignon and C. Morrisson, “Inequality Among World Citizens: 1820–1992”, American Economic Review, vol. 92, No. 4 
(September 2002).
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The percentage of people living in moderate poverty 
has decreased at a slower pace, notwithstanding 
progress in Bhutan, China, the Islamic Republic of 
Iran, Kazakhstan, Malaysia, Mongolia, and Thailand. 
In ten countries in the region over 40  per  cent of 
the population still lives below $3.20 a day. Such 
is the case for Bangladesh, India, Indonesia, the 
Lao People’s Democratic Republic, Nepal, Pakistan, 
Papua New Guinea, Solomon Islands, Timor‑Leste 
and Uzbekistan. 

9	 United Nations Development Programme (UNDP), “MDGS: Where are we?”, Millennium Development Goal, vol. III, Issue IX (Friday, 10–17 September, 2010).

10	 United Nations Development Programme (UNDP), “Millennium Development Goals full report 2014: Achievements and challenges in the progress of 
reaching millennium development goals of Vietnam”, (Hanoi), 17 December 2013.

How the fruits of economic growth were invested 
and shared has clearly played a critical role in 
determining how effective a country has been in 
lifting people out of poverty. Despite having similar 
economic growth rates, Bhutan and Viet Nam were 
more successful in reducing poverty than India and 
the Lao People’s Democratic Republic, in part due to 
higher social spending. Both Bhutan and Viet  Nam 
made considerable long-term investments along 
with major reform initiatives in health care, education, 
social protection and in access to water and 
sanitation.9, 10 Bhutan spends more than 7  per  cent 

FIGURE 1.3	 Share of Asia-Pacific population living on less than $1.90 
and $3.20 per day, 2000–2013

Source: ESCAP, Statistical Yearbook for Asia and the Pacific, 2015 (United Nations publication, Sales No. E16.II.F.1). 
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of GDP on education alone and Viet  Nam spends 
close to 6 per cent, a level almost 2.5 times that of 
the Lao People’s Democratic Republic and twice the 
level in India. Both countries also spend three to four 
times more on public health care as compared with 
India and the Lao People’s Democratic Republic.11 

Poverty remains mostly a rural phenomenon in 
Asia and the Pacific. Even though poverty fell faster 
in rural areas, the absolute number of poor is still 
much higher in rural areas than in the cities. This is 
particularly the case for China and India, which are 
the region’s drivers of poverty reduction. For every 
urban poor person in India and China, there are 

11	 See Annex Table 3.1.

12	 Balisacan, A. M., Pernia, E. M., & Asra, A. (2003). “Revisiting growth and poverty reduction in Indonesia: what do subnational data show?”. 
Bulletin of Indonesian Economic Studies, vol. 39, No. 3, pp. 329–351.

four rural poor people. Indonesia is an exception, 
where poverty is equally split between urban and 
rural areas, as it has invested particularly in rural 
education, infrastructure and improvements in 
access to technology. 12

1.4	 How poor are the poor? 
Despite living on an extremely low income, poor 
people are not equally poor. The analysis of poverty 
should therefore also consider the poverty gap 
index. This measure captures not only the number 
of individuals living below the poverty line, but also 

FIGURE 1.5	 Poverty reduction between 1990 and 2013 (at $1.90 and $3.20) 
for selected countries in the Asia‑Pacific region

Source: World Bank PovcalNet: the on-line tool for poverty measurement, available at: http://iresearch.worldbank.org/PovcalNet/home.aspx (accessed on 
1 April 2018).
Note: Data was used for the years of 1990 and 2013–2016, for all countries in the Asia-Pacific region for which data was available.
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how far from the poverty line they are (Figure  1.6). 
The poverty gap indices for different countries can 
also be interpreted as the amount of money required 
by a poor household to reach the poverty line. That 
amount is presented as a fraction of the poverty 
line that people are lacking, on average, to escape 
poverty. 

Most countries have managed to significantly reduce 
the poverty gaps in the past three decades, lifting 
the average poor person closer to the poverty line. 
In the case of Myanmar, for example, the average 
shortfall dropped from 76 to 11 per cent of the $3.20 
a day poverty line. In Bhutan, it fell from 49 per cent 
(corresponding to $1.60 per day) to just 0.5 per cent 
(or $3.18 per day).

Papua New Guinea, Solomon Islands and Timor‑Leste 
have the highest gaps. In general, the depth of 
poverty remains high throughout the Pacific where 
the share of people considered extremely poor is 
also very high. The average poor person in many 
of the Pacific countries is still more than 15 per cent 
below the international poverty line. 

Overall, those with better opportunities, either 
because of geographical advantage or higher 
human capital accumulation, have usually been 
the first to escape poverty. On the other hand, 
rural communities, but also women and vulnerable 

population groups such as religious or ethnic 
minorities, persons with disabilities, migrants, 
youth and older persons have often been unable 
to fully reap the benefits of growth. This unequal 
distribution of the benefits of growth undermines 
the principle of universality that encompasses the 
2030 Agenda. 

1.5	 Inequality hinders 
poverty reduction
The extent to which economic growth can reduce 
poverty for all depends on how the benefits are 
shared. If the income gains of the poor are smaller 
than those of the rest of the population, then growth 
reinforces marginalization of those left behind and 
raises between-group inequality. 

Theoretically, a reduction in poverty levels 
can either be achieved through: “distribution-
neutral” economic growth, where the average 
income increases in proportion to the rest of the 
population; a reduction in inequality, when there is 
a transfer of income from richer to poorer people; 
or a combination of the two, where growth benefits 
everyone and redistributive policies additionally 
raise the income of the poorest, hence a double 
effect on poverty. Principles of such inclusiveness 
and redistribution are behind SDG Target 10.1, which 

FIGURE 1.6	 Poverty gap indices in Asia and the Pacific, 1990 and 2013

Source: World Bank PovcalNet: the on-line tool for poverty measurement, available at: http://iresearch.worldbank.org/PovcalNet/home.aspx (accessed on 
1 April 2018).
Note: For clarity, the chart shows only countries with the Poverty Gap index of more than 10 per cent in 1990.
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calls on countries to “progressively achieve and 
sustain income growth of the bottom 40  per  cent 
of the population at a rate higher than the 
national average”. 

In many countries, however, the mean income 
of the bottom 40  per  cent is significantly lower 
than that for the overall population (Figure 1.7). In 
these countries, for the bottom 40 to see progress, 
their income growth must be substantially higher 
than the average. The reason is that a 10  per  cent 
increase on an income of $2.00, is far lower than 
a 5  per  cent increase on an income of $10.00. 
Hence, despite the growth rate being twice as high, 
absolute income gaps could continue widening for 
many years.

In Figure 1.7, the group on the left, consisting of 
Armenia, Bangladesh, Bhutan, Sri  Lanka, Tajikistan 
and Turkey, is off track in achieving Target 10.1, as the 
bottom 40 per cent of the population had a lower 
growth rate compared to the overall population. 
In these countries, the income gap will not only 
continue to widen, but it will do so at a faster pace. 
The remaining countries are on track, because the 
mean income of the bottom 40  per  cent of the 
population has been increasing faster than that 
of the total population. However, the story of the 
absolute income gap is different in these remaining 
countries. 

The absolute income gaps of the bottom 40 from 
the average would also not fall. A simple projection 
based on recent income levels and income growth 
trends reveals that, in the middle group of countries, 
the absolute income gap is going to increase. 
Since the growth rate of the poorest 40  per  cent 
is not sufficiently high, it could take generations 
for an average individual of the bottom 40 to see 
a reduction in the absolute income gap from the 
average of the population. Assuming that the growth 
rates remain constant, incomes of the bottom 40 
would start to converge after 40 years in Thailand 
and the Philippines and would take more than 150 
years in Indonesia and Pakistan. Hence, relying 
solely on economic growth will not be enough. 

It is only the group on the right, consisting of Fiji, 
India, the Islamic Republic of Iran, Kyrgyzstan, 
Mongolia, the Russian Federation and Viet  Nam 
that experience convergence both in absolute and 
relative income gaps. The reason is that in these 
countries the income growth rate for the total 
population was negative, while it was positive for 
the poorest 40 per cent. 

However, many of the countries projected to achieve 
some convergence in the absolute income levels 
are also starting from higher gaps. In the Russian 
Federation, for example, the top 10 earn seven times 
as much as the bottom 40 and more than three 
times as much as the average. (Figure 1.7). 

FIGURE 1.7	 Average income per day in $ for different groups (latest year)

Source: ESCAP calculations based on World Bank PovcalNet figures: the on-line tool for poverty measurement, available at: http://iresearch.worldbank.org/
PovcalNet/home.aspx (accessed on 1 April 2018).
Note: Numbers indicate percentage point (pp) difference between growth rate of income for the total population and growth rate of income for the bottom 
40 per cent. For instance, in the case of Thailand, the value of 1.32 means that the growth rate of the bottom 40 per cent is 1.32 pp higher than for the total 
population, hence convergence or catching up. 
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1.6	 Ending poverty 
through redistribution 
Based on the values of poverty gaps, it is possible to 
calculate the levels of transfers needed to eradicate 
poverty. In other words, what is the amount needed 
to close the gaps and lift everyone out of extreme 
poverty ($1.90/day) as well as moderate poverty 
($3.20/day). Assuming it would be possible to 
identify and target all the extremely poor, a total 
of $43  billion per  year would be required to bring 
everyone in the Asia-Pacific region up to the $1.90 
a day.13 This corresponds to 0.10  per  cent of the 
region’s aggregate GDP, or less than half of Bill Gate’s 
net worth. 

Bringing everyone up to $3.20 a day would require 
$419  billion, still only 0.94  per  cent of the region’s 
total GDP, which, as a comparison, is $260  billion 
less than the military budget of the United States 
of America.14 The cost of closing the poverty gap 
at the country level, in terms of percentage of GDP, 
is highest in Timor‑Leste, with 2.8 per cent and 
17.3  per  cent needed to bring its population up to 

13	 International dollars are a helpful theoretical construct for cross-country comparisons, but they remain a hypothetical currency. The cost in market value 
dollars would be different. 

14	 Congressional Budget Office, The Federal Budget in 2017. Available at: https://www.cbo.gov/system/files?file=115th-congress-2017-2018/
graphic/53624-fy17federalbudget.pdf (accessed on 1 April 2018).

$1.90 and $3.20, respectively (Figure 1.8). In terms of 
absolute values, India would need $27  billion and 
$248  billion per year to bring everyone up to the 
extreme and moderate poverty levels, respectively, 
followed by Bangladesh ($3.5 billion and $31 billion) 
and Indonesia ($2.5 billion and $33 billion). 

Of course, this is a purely theoretical exercise because 
it assumes that all poor people under the poverty 
line can be identified and perfect transfers can be 
made, without inefficiencies and administrative 
costs. Nonetheless, it shows that ending poverty is 
within the region’s financial reach. 

While transfers are essential, ending poverty will 
require more than covering the distance to the 
poverty line. Poverty also consists of non-monetary 
aspects; those capabilities that enable people to be 
productive and live with dignity. Without decent 
work or access to health care and education, but 
also to basic household services, including clean 
water, sanitation and clean fuels, the poor remain 
vulnerable, exposed to risks and disease, with 
inadequate disposable incomes and savings. 

FIGURE 1.8	 The cost of closing poverty gaps in the Asia-Pacific region, 
as percentage of GDP 

Source: ESCAP calculations based on World Bank PovcalNet figures: the on-line tool for poverty measurement, available at: http://iresearch.worldbank.org/
PovcalNet/home.aspx (accessed on 1 April 2018) and the World Bank Indicators database, 2013.
Note: The GDP measure used for calculation is 2013 GDP, PPP (constant).
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Lack of access to basic 
services undermines 
human development
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While the monetary approach highlights the 
relevance of income and consumption to 
measuring poverty, the capability and social 
exclusion approaches stress the importance of 
other dimensions that characterize non-monetary 
poverty. 

Non-monetary poverty, here referred to as 
deprivation, represents the lack of access to basic 
services and opportunities that have a direct 
impact on the well-being of an individual or family. 
Addressing deprivation is recognized as instrumental 
to ending poverty. SDG Target 1.4 explicitly mentions 
the importance of “ensuring that all men and women, 
in particular the poor and the vulnerable, have equal 
rights to economic resources, as well as access to 
basic services, ownership and control over land 
and other forms of property, inheritance, natural 
resources, appropriate new technology and financial 
services, including microfinance.” This chapter focuses 
on deprivation of these services and opportunities. 

2.1	 Why deprivation matters 
Millions of people across the Asia-Pacific region live 
in chronic deprivation of resources and opportunities 
necessary for the attainment of adequate standards 
of living. However, the most common deprivation as 
well as the extent of deprivation varies considerably 
across countries and call for different policy responses. 

Inspired by the Alkire and Foster method of defining 
multidimensional poverty measures, this section 
introduces seven distinct dimensions of deprivation 
that belong to three main domains: economic (decent 
work and financial services), social (health, education 
and adequate nutrition) and environmental (clean 
water and basic sanitation, reliable and affordable 
energy).15 

2.1.1	 Access to decent work

Lacking access to decent work reinforces economic 
deprivation and leaves many people with low 
disposable income. The importance of this dimension 
of deprivation is recognized in SDG 8 that focuses 
on the achievement of inclusive and sustainable 
economic growth, full and productive employment 

15	 S. Alkire and J. Foster, “Counting and multidimensional poverty measurement”, Journal of Public Economics, vol. 95, No. 7. (2011).

16	 ESCAP, ESCAP Statistical Database, 2018. Available at: http://data.unescap.org/escap_stat/#data/ (accessed on 28 September 2018).

17	 International Labour Organization (ILO), “The informal economy and decent work: A policy resource guide”, (Geneva, 2013). 
Available at: http://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_policy/documents/publication/wcms_212689.pdf.

and decent work for all. In particular, Targets 8.3, 8.5, 
8.6 and 8.8 focus on decent jobs for all, including 
persons with disabilities, youth and migrant workers, 
regardless of their gender. 

Persistent exclusion of certain groups from decent jobs 
undermines social justice and contributes to rising 
inequality. Young people face discrimination and 
exclusion, with consistently higher unemployment 
rates than their working-age counterparts of over 
25  years of age.16 Women also have lower labour 
force participation rates and are overrepresented in 
both vulnerable and low paid jobs. This outcome is 
the result of widespread discouragement or cultural 
and institutional barriers to the labour market, which 
prevent young women from participating in either 
education or employment. 

Informality, mirrored in vulnerable employment, 
is mainly characterized by the absence of work 
benefits, such as legal and social protection. While 
not all workers in the informal economy are poor, 
there is a frequent overlap; trapped in hazardous, 
low-paid jobs without any protection or security, 
workers have few opportunities to escape poverty.17

2.1.2	 Access to financial services 

Financial inclusion is inextricably linked to the 
attainment of the SDGs. In particular, SDG Target 8.3 
calls for the growth of micro-, small- and medium-
sized enterprises through the access to financial 
services, and Target 8.10 stresses the strengthening 
of the capacity of domestic financial institutions 
to encourage and expand access to banking, 
insurance and financial services for all. Increased 
access to financial services helps individuals attain 
higher standards of living and countries to achieve 
inclusive growth. 

People included in the financial system can save, 
borrow and invest. Financial inclusion also prevents 
people from falling back into poverty, by cushioning 
the blow of unexpected events and by facilitating 
the habit of financial planning through saving 
products and insurance. Access to financial services 
helps farmers, but also small family enterprises, to 
hedge against financial risk and it facilitates their 
entrepreneurship efforts by reducing administrative 
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and disbursement costs. Furthermore, access to 
financial services empowers women by vesting 
in them greater control over their finances and 
improving their bargaining position within and 
outside their households, thereby reducing gender 
inequality.

Finally, financial inclusion can facilitate investment 
in education and health, ultimately enhancing the 
quality of life. In this regard, access to financial 
services fosters the habit of saving and the uptake of 
medical insurance — both of which equip individuals 
with the resources to afford medical expenses, to 
sustain themselves during periods when they are 
unable to work, and tide them over from health 
shocks. Women, in particular, benefit from health 
insurance products due to common health risks 
stemming from pregnancy and childbirth, including 
greater susceptibility to infection. Financial inclusion 
also fosters educational attainment, empowering 
individuals to plan for and invest in educational 
opportunities. 

2.1.3	 Access to health care 

Access to affordable, quality health care is an 
important dimension in the study of deprivation, as 
it is key to ensuring both healthy lives and poverty 
eradication. SDG 3 calls for countries to promote 
wellbeing for all at all ages. More specifically, in 
Target 3.8, governments commit to universal health 
coverage, including financial risk protection, access 
to quality essential health-care services and access 
to safe, effective, quality and affordable essential 
medicines and vaccines for all. 

Moreover, deprivation of health-care services is closely 
linked to household wealth and income distribution. 
The World Bank and World Health Organization 
(WHO) estimate that the scale of impoverishments of 
households due to out-of-pocket spending on health 
in some low income countries account for up to four 
percentage points of the total poverty headcount.18 
The Asia-Pacific region has some of the highest 
out-of-pocket expenditures for health care in the 
world. These expenditures prevent individuals from 

18	 A. Wagstaff, and others, “Progress on impoverishing health spending in 122 countries: a retrospective observational study”, The Lancet Global Health, vol. 6, 
No. 2, (2018). Available at: http://www.thelancet.com/journals/langlo/article/PIIS2214-109X(17)30486-2/fulltext.

19	 D.E Bloom and others, “Fertility, female labour force participation and the demographic dividend”, Journal of Economic Growth, vol. 14, No. 2 (2009), pp. 
79–101.

20	 C. Goldin and L. F Katz, “The power of the pill: oral contraceptives and women’s career and marriage decisions”, Journal of Political Economy, vol. 110, No. 4 
(January 2018).

21	 ESCAP, “Inequality of Opportunity in Asia and the Pacific: Education”, Social Development Policy Papers, #2018-01 (United Nations publication, 
ST/ESCAP/2817) (Bangkok, 2018).

escaping poverty and also put those living just above 
the poverty line, at great risk of falling into poverty in 
the case of illness. 

Among health-care services, providing access to 
reproductive care for all women equalizes women’s 
opportunities for long-term health and productivity 
benefits. Informed decision-making of the number, 
timing and spacing of children also improves both 
the health and earnings outcomes for both mothers 
and their children. Each birth has been estimated to 
reduce a reproductive woman’s lifetime labour supply 
by approximately two years.19 Improvements in 
reproductive health services are also associated with 
reduced fertility rates among poorer women, which, 
in turn, increases their chances of survival. Finally, 
expanding the availability of oral contraception 
is linked with the increased number of women 
pursuing higher education and professional careers, 
both of which carry positive, long-term impacts on 
a household’s finances.20

2.1.4	 Access to education

Being able to access education often results in 
a better job with higher incomes and a chance to 
break patterns of poverty and vulnerability. Equal 
opportunities for education are central to the 
development agenda: SDG 4 commits to inclusive, 
equitable and life-long quality learning opportunities 
for all. However, while Asia and the Pacific have made 
considerable achievements in primary education, 
with primary school net enrolment rates above 
90 per cent in almost every country, gross enrolment 
rates for secondary education vary widely, being as 
low as 45 per cent in Cambodia and Pakistan.

Access to education shapes the future outcomes of 
individuals from the earliest stages of their life, directly 
impacting their earning potential. Education is also 
a prerequisite for accessing critical knowledge on 
health and nutrition. Ongoing research finds that the 
lack of access to key opportunities, such as adequate 
child nutrition, access to water and sanitation, clean 
fuels and electricity, associates with lower overall 
educational attainment in the household.21 
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Girls, in particular, are at risk of poverty due to 
deprivation of educational opportunities. Traditional 
gender roles often trap women in bearing the brunt of 
household work and caretaker tasks, thereby forcing 
girls to drop out of school. Educating women and girls 
also carries important health ramifications for children 
and contributes to strengthening gender equality by 
reducing unwanted or unplanned pregnancies. 

2.1.5	 Access to adequate nutrition

Deprivation of adequate nutrition breeds 
intergenerational poverty, as children of poorer 
households receive poorer nutrition and are therefore 
more likely to face the consequences of malnutrition 
in the long-term. The close link between nutrition 
and poverty is recognized in SDG Target 2.1, which 
calls for ending hunger and ensuring access by all 
people, in particular the poor and the vulnerable, 
including infants to safe, nutritious and sufficient food 
all year round. Target 2.2 commits to end all forms of 
malnutrition. 

While income poverty has persistently decreased in 
recent decades, global hunger has increased from 
777 million people in 2015 to 815 million people in 2016, 
largely as a result of conflicts and climate shocks.22 
The Asia-Pacific region is currently home to around 
520 million undernourished people.23 In the region, 
poverty is also associated with stunted growth in 14 
out of 19 countries with comparable data.24 

For young children, the impact of even short periods 
of undernutrition carries lifelong consequences for 
development. When children under 2 years of age 
are stunted, the impact lasts a lifetime, with inhibited 
educational outcomes and loss to future productivity 
and income. Insufficient nutrition, even for shorter 
periods, can cause slower cognitive, motor and 
language development among children. As a result, 
children who are malnourished often perform worse 

22	 International Food Policy Research Institute, 2018 Global Food Policy Report, (Washington, DC, International Food Policy Research Institute, 2018). Available 
at https://doi.org/10.2499/9780896292970.

23	 FAO, IFAD, UNICEF, WFP and WHO, The State of Food Security and Nutrition in the World 2017: Building Resilience for Peace and Food Security (Rome, 2017).

24	 ESCAP, “Inequality of Opportunity in Asia and the Pacific: Child Nutrition.”, Social Development Policy Papers, #2018-04 (Bangkok, 2018 forthcoming).

25	 ESCAP, Statistical Yearbook for Asia and the Pacific 2016: SDG Baseline Report (United Nations publication, Sales No. E.17.II.F.1).  
Available at: https://www.unescap.org/sites/default/files/ESCAP_SYB2016_SDG_baseline_report.pdf.

26	 In this chapter, the indicators are defined following the “basic” service definition, as was also reported in the MDGs, rather than the “safely managed” 
services defined in the SDGs. Basic drinking water sources include piped water, boreholes or tube wells, protected dug wells, protected springs, and 
packaged or delivered water. Basic sanitation facilities include flush/pour flush to piped sewer systems, septic tanks or pit latrines; ventilated improved pit 
latrines, composing toilets or pit latrines with slabs. The decision to use the less strict definition of “basic” access allows wider country coverage, given the 
questions asked in the available DHS and MICS surveys. 

27	 ESCAP, “Inequality of Opportunity in Asia and the Pacific: Water and Sanitation”, Social Development Policy Papers #2018-05 (Bangkok, 2018, forthcoming).

28	 UNICEF and WHO, “Progress on Drinking Water, Sanitation and Hygiene: 2017 Update and SDG Baselines”, Geneva (2017).

29	 UNICEF Press Release, “Children dying daily because of unsafe water supplies and poor sanitation and hygiene, UNICEF says” (New York, 22 March 2013). 
Available from: https://www.unicef.org/media/media_68359.html (accessed on 11 May 2018). 

in school and may eventually, drop out of school all 
together. Deprivation of adequate nutrition therefore 
cements advantage or disadvantage among children, 
creating intergenerational cycles of poverty. 

2.1.6	 Access to clean water 
and basic sanitation

In the Asia-Pacific region, there are some 260 million 
people without basic access to clean water and over 
1.5 billion people lacking access to basic sanitation.25 
Through SDG 6, governments have pledged to “ensure 
availability and sustainable management of water 
and sanitation for all”. 26 

Deprivation of access can result in poor health and 
can force individuals out of the workforce, increase 
household healthcare expenditure, and push 
a family into poverty. For instance, deprivation of 
basic sanitation facilities is correlated with extreme 
poverty and countries with higher shares of the 
population living in extreme poverty also have higher 
percentages of people practicing open defecation. 27 

The lack of access to clean water and basic sanitation 
disproportionally impacts children and women.28 
Water-related diseases and those derived from poor 
sanitation are among the main causes of mortality 
in children under 5 years of age, with globally 
more than 1,800 children dying every day due to 
diarrhoea or other preventable illnesses related to 
contaminated water, lack of sanitation, or inadequate 
hygiene.29 Access to water and sanitation is also a key 
factor for healthy early childhood development with 
positive long-term outcomes. Moreover, as women 
often bear the brunt of a household’s domestic work, 
time-consuming water collection restricts them from 
engaging in income-generating work or educational 
activities. Water collection responsibilities also place 
women at higher risk of suffering health injuries and 
sexual violence. 
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2.1.7	 Access to reliable and affordable 
energy

Reliable and affordable energy services are also 
fundamental to everyday life. SDG 7.1 commits the 
global community to ensuring access to affordable, 
reliable, sustainable and modern energy for all, with 
the two related SDG indicators 7.1.1. and 7.1.2 covering 
access to electricity and primary reliance on clean 
fuels.30 Almost half of all people in the Asia-Pacific 
region still rely on traditional and inefficient fuels for 
cooking and heating, while one in ten still lack access 
to electricity.31 Most of these belong to the bottom 
40 per cent of the population, who globally consume 
only 10 per cent of all energy.32 

Access to clean energy benefits all household 
members by extending studying hours, cooling and 
heating homes, pumping water, as well as preserving 
food and medicine. It also enables individuals 
to engage in home-based, income-generating 
activities and use modern technology. Subsequently, 
poor families with limited access to clean energy are 
more likely to remain poor. Universal access to clean 
energy therefore increases productivity, reduces 
health disparities, and bolsters gender equality and 
the inclusion of marginalized people. 

Reliance on solid fuels negatively affects air quality in 
homes and in surrounding communities. In low- and 
middle-income countries, for example, household 
air pollution is responsible for almost 10  per  cent 
of total mortality, compared to only 0.2  per  cent 
of all deaths in high-income countries.33 Indoor air 
pollution severely affects young children the most. 
In Afghanistan, 44  per  cent of all deaths attributed 
to household air pollution in 2012, occurred among 
children between 0 and 4 years of age.34 As a result, 
deprivation of clean energy perpetuates disparities 
in health outcomes among and within countries.

Finally, the use of clean fuels has additional benefits 
for women in particular, whose health, productivity 
and educational opportunities are particularly put 
at risk through time consuming, dirty or dangerous 
fuel-collecting tasks.

30	 As per the World Health Organization (WHO), “WHO Guidelines for indoor air quality: household fuel combustion, Review 5: Population levels of 
household air pollution and exposures” (Geneva, 2014), clean fuels include electricity, liquid petroleum gas (LPG), natural gas and biogas, whereas dirty 
fuels burnt in open fires and leaky stoves include solids such as wood, crop wastes, charcoal, coal and dung.

31	 ESCAP, Regional Cooperation for Sustainable Energy in Asia and the Pacific (United Nations publication, Sales No. E.17.II.F.10) (2017).

32	 International Institute for Applied Systems Analysis, “Energy Inequality”, (24 July 2014). Available at: http://www.iiasa.ac.at/web/home/research/alg/
energy-inequality.html.

33	 World Health Organization, Ambient air pollution: a global assessment of exposure and burden of disease (Geneva, 2016).

34	 ESCAP, “Inequality of Opportunity in Asia and the Pacific: Clean Energy”, Social Development Policy Papers, #2018-03 (Bangkok, 2018).

A summary of the most common deprivations by 
country is presented in Figure 2.1. The data reveal 
the significant cross-country variations in the lack 
of access to basic services in Asia and the Pacific. 
Notwithstanding the heterogeneity in the region, the 
significant levels of deprivation that countries face in 
either one or multiple dimensions do have serious 
ramifications on the lives of millions of people. 

2.2	 Multiple deprivation
Measuring only the proportion of people deprived 
in relation to specific opportunities fails to capture 
deprivation in multiple dimensions that an individual 
or a household experience. For example, 75 per cent of 
all households in Afghanistan lack access to improved 
sanitation and 67  per  cent of the households are 
deprived of clean fuels. However, reviewing each in 
isolation hides the proportion of households lacking 
access to both improved sanitation and clean fuel, as 
well as obscures the number of households that are 
deprived in additional areas.

Hence, it is important to look at the proportion of 
each country’s population that is multiply deprived, 
that is, deprived of two or more opportunities at the 
same time (Figure 2.2). 

In Afghanistan, Cambodia, the Lao People’s 
Democratic Republic and Myanmar, more than 
eight out of ten households are deprived of at least 
two opportunities. In the Lao People’s Democratic 
Republic, for example, 16 per cent of all households 
lack access to two opportunities, almost half lack 
access to three or four opportunities, while one 
quarter are deprived in five or six.

In Afghanistan, Cambodia and the Lao People’s 
Democratic Republic, one out of four households 
faces severe deprivation. Overall, in half of the 
countries, at least five  per  cent of households are 
severely deprived, lacking access to five or six 
opportunities. Levels of multiple deprivation are 
lower among households in North and Central 
Asian  countries. Armenia, Kazakhstan, Kyrgyzstan 
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FIGURE 2.1	 Most common deprivation by country

Source: ESCAP elaboration based on DHS and MICS household surveys.
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FIGURE 2.2	 Multiple deprivation in the Asia-Pacific region

Source: ESCAP elaboration based on DHS and MICS household surveys, latest year.
Note: The Figure includes deprivation in access to basic drinking water, basic sanitation, electricity, clean cooking fuels, financial services and education. 
A household is considered deprived in education if no household member has secondary or higher education.
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and Turkmenistan rank significantly better than 
countries in other subregions, with no households 
deprived of five or all six opportunities. 

Combining data about multiple deprivation with 
the income level of the countries considered, shows 
that higher economic development, generally 
goes hand in hand with lower levels of multiple 
deprivation (Figure 2.3). While upper-middle income 
countries, such as Kazakhstan and Maldives, display 
the smallest percentage of deprived households, 
4  per  cent and 13  per  cent respectively, countries 
belonging to the lower-middle income group are 
more heterogeneous. For example, the percentage 
of deprived households ranges from 18 per cent in 
Turkmenistan to 63 per cent in Mongolia. 

Variations in multiple deprivation increase further 
among low income countries. Afghanistan, 
Cambodia, the Lao People’s Democratic Republic 
and Myanmar all show more than 80  per  cent of 
households lacking access to multiple opportunities. 
At the same time, India, Kyrgyzstan, Nepal and 
Tajikistan experience lower multiple deprivation 
levels than Indonesia and Mongolia, despite being 
poorer overall. In particular, around 30  per  cent of 
households are deprived in Kyrgyzstan, a low income 
country, comparable to lower-middle income 
countries like the Philippines and Thailand. 

The range of outcomes among low income and 
lower-middle income countries suggests that 
eliminating deprivations is also a matter of political 
choice. Investing in electricity and water supply 
networks, supporting the proliferation of improved 
sanitation facilities and markets for clean fuels, 
while lowering the cost and raising the quality of 
education and health care could be in the hands of 
governments.

The evidence in this chapter shows that the level 
of economic development does not determine the 
ability or political will to invest in meeting people’s 
basic needs. The following chapters will focus 
on two instrumental dimensions of deprivation, 
education and health care, as well as on social 
protection. Together, these sectors make up 
a country’s social spending. 

The special emphasis on social protection is 
warranted because income transfers made through 
social protection schemes have multiple poverty 
reducing-impacts: they can lift people out of 
monetary poverty, but they can also buffer their 
income, so they can cover other basic needs and 
escape deprivation. It is also the sector where 
Asia-Pacific governments are investing the least. 

FIGURE 2.3	 Multiple deprivation by country income groupings 

Source: ESCAP elaboration based on DHS and MICS household surveys and World Bank classification of countries, latest year.
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Chapter 3

All countries can afford 
to spend more on people

17



Social spending, here defined as public spending 
on education, health care and social protection, is 
instrumental for accelerating poverty reduction. 
It empowers the poor and increases their chances to 
contribute to and benefit from the growth process, 
thus creating societies with greater cohesion.35 By 
strengthening human capacities, social spending also 
becomes an investment that increases productivity 
and promotes innovation, both of which boost 
economic growth. 

Evidence has been accumulating in support of these 
claims.36 For example, a recent study of 19 OECD 
countries showed that public health and education 
expenditure contributed more to GDP growth, than 
private expenditure.37 This argument is even stronger 
for developing countries. In the health sector an 
increase of 1  per  cent in public health investments 
reduces child mortality rates by approximately 
0.86  per  cent.38 In the education sector, 1 dollar 
invested in schooling, particularly for girls, generates 
earnings and health benefits (benefit-cost ratio) of 
10 dollars in low income countries and 4 dollars in 
lower-middle income countries. Overall, nearly one 

35	 V. Wilhelm and I. Fiestas, “Exploring the link between public spending and poverty reduction: Lessons from the 90s”, World Bank Institute Working Papers, 
No. 37252 (2005). Available at: http://unpan1.un.org/intradoc/groups/public/documents/apcity/unpan028789.pdf.

36	 A.B. Atkinson, 1995. “The welfare state and economic performance”, National Tax Journal, vol. 48, No. 2 (1995), pp.171–198.  
Available at: https://www.jstor.org/stable/41789136.

37	 F. O. Alper and M. Demiral, “Public social expenditures and economic growth: Evidence from selected OECD countries”, Research in World Economy, vol. 7, 
No. 2 (2016).

38	 F. Haile and M. N. Zarazua, “Does social spending improve welfare in low-income and middle-income countries?”, Journal of International Development, vol. 
30, No. 3 (October 2017).

39	 The International Commission on Financing Global Education Opportunity, “The learning generation: Investing in education for a changing world”. 
Available at: http://report.educationcommission.org/.

third of the reductions in adult mortality rate, since 
1970, can be attributed to gains in educating girls and 
young women.39

The positive impact of investment in people is 
evident in the Asia-Pacific region as well. Perhaps 
the most illustrious proof of the impact increased 
public social spending has on poverty alleviation in 
the Asia-Pacific region, and arguably globally, is that 
of the “East-Asian miracle”, whereby, Japan, followed 
by the “Asian tigers”, including Hong Kong, China, 
the Republic of Korea, Singapore, Taiwan, and later 
China, lifted millions out of poverty as a result of 
economic growth backed by high investments in 
human capital.

More countries in the region are slowly adopting these 
lessons. Since the early 2000s, public expenditure on 
education, health and social protection, as a share 
of total public expenditures has increased in most 
Asia-Pacific countries (Figure 3.1). The increase was 
more evident in countries with lower starting levels, 
particularly those spending less than 30 per cent of 
total public expenditures combined. 

FIGURE 3.1	 Changes in public spending on education, health and social 
protection, as percentage of total public spending

Source: Asian Development Bank, “Key Indicators for Asia and the Pacific”, (Philippines, 2017). 
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3.1	 Is the region 
investing enough?

This increase is promising, but modest. The additional 
spending recorded over the past few years is not 
sufficient to meet the growing needs for investment 
in people. As the next chapter shows, a financing 
gap of $4.2 trillion or $281 billion per year remains, 
if the region is to meet the global spending average 
on education, health care and social protection, as 
a share of GDP.40 More than half of that amount is the 
gap for financing social protection. 

The increase in public investment in people 
across Asia-Pacific countries has also not been 
commensurate with GDP growth. As a result, 
the region falls below global averages in public 
expenditure as a share of GDP. For example, at 
3.7 per cent of GDP, the average public expenditure 
on social protection among developing countries in 
the region is about one-third of the global average 
of 11.2 per cent.41 OECD countries, on the other hand, 
spend an average of 21  per  cent of GDP on social 

40	 ESCAP calculations according to CGE modelling, based on current and projected spending needed to reach the global average for education, health and 
social protection in 26 Asia-Pacific countries by 2030.

41	 When including Australia, Japan, New Zealand and the Republic of Korea, the regional average increases to 6.6 per cent.

42	 ESCAP, “How to Finance Inclusive Social Protection”, Social Development Policy Guides (Bangkok, 2018 forthcoming).

protection — excluding health care spending.42 The 
implication of this significant underinvestment in 
social protection is that 60 per cent of the region’s 
population is unprotected against risks such as 
sickness, disability and unemployment, or during 
pregnancy or old age.

Public expenditures on health and on education 
are closer to the global average levels of 4.2 and 
4.7 per cent respectively. However, not all countries 
in the region are investing at the same level. For 
example, the average expenditure on education 
in the region’s middle-income countries is only 
3.6 per cent of GDP. 

Of the 26 Asia-Pacific countries analysed, none 
has reached the combined world average of 
20.1 per cent spending of GDP on education, health 
and social protection (Figure 3.2). In fact, only five 
countries — the Islamic Republic of Iran, Kyrgyzstan, 
Mongolia, Timor‑Leste and Turkey — are close to 
three quarters of the target, with Turkey spending 
the most at 18.3 per cent of its GDP. Bhutan, China, 
Thailand and Viet Nam spent about half the global 

FIGURE 3.2	 Public spending on education, health and social protection 
as share of GDP 

Source: ESCAP calculations based on United Nations Educational, Scientific, and Cultural Organization (UNESCO), Institute for Statistics (for education 
expenditure), World Bank (for health) and International Labour Organization (ILO) (2017) on social protection. Available from: http://www.social-protection.
org/gimi/gess/AggregateIndicator.action#expenditure (accessed on 24 August 2018).
Note: The figure refers to “Public Social Protection Expenditure, Excluding Health, Latest Available Year (percentage of GDP)”. The definition includes 1) Public 
social protection expenditure for older persons (% of GDP, without health); 2) Public social protection expenditure for persons of active age (% of GDP, without 
health), including social benefits for persons of active age, unemployment benefits, labour market programmes, sickness, maternity, employment injury, 
disability, and general social assistance; and 3) Public social protection expenditure for children (% of GDP, without health).
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average in total. Bangladesh, which spends only 
3.6  per  cent of its GDP on these three social areas, 
will need to increase its investment by close to six 
times to meet the world average.

To reach the global average of public expenditure on 
education alone, Bangladesh, Sri Lanka, Cambodia, 
China, Myanmar and Georgia will need to more than 
double their share, while Myanmar needs to triple 
its share. In the health sector, except for Turkey that 
exceeds the global average, all other countries will 
need to increase expenditures. 

As for social protection spending, apart from 
Azerbaijan, China, Georgia, Islamic Republic 
of Iran, Mongolia, Timor‑Leste and Turkey, all 
other countries will have to at least double their 
percentage of public investments in the sector. 
Bangladesh, Cambodia and the Philippines will 
need to increase spending by more than 10 times, 
Fiji will need to increase by almost 30 times and the 
Lao People’s Democratic Republic by more than 50 
times. The Islamic Republic of Iran fares the best, and 
only needs to increase its current social protection 
spending from 10.1 per cent of GDP to 11.2 per cent, 
while Mongolia comes in next, with a required 
increase of 1.6 percentage points. 

This underinvestment has consequences for poverty 
reduction. In Figure 3.3, the combined share of GDP 
spent on education, health care and social protection 
is plotted against levels of moderate poverty at $3.20 
per day. 

The message is clear: spending levels matter. 
Countries that spend less than a quarter of the global 
average of 20.1 per cent of GDP also have the highest 
levels of moderate poverty. The range goes from 
39 per cent in Myanmar to 56 per cent in Bangladesh. 
On the other end, those countries that invest more 
than three quarters of the global average also have 
the lowest levels of moderate poverty. Countries in 
between reveal quite a varied performance, alluding 
to the fact that, how well a country spends is also 
important (discussed in Chapter 5). 

A second subtler message, is that the level of 
economic development does not have to determine 
the level of investment. Among the region’s lower 
middle-income countries (blue colour), some are 
investing more than others. Those that invest more, 
such as Azerbaijan, Bhutan, the Islamic Republic 
of Iran, Mongolia and Thailand have lower poverty 
than those that invest less, such as Indonesia and the 
Philippines. Similarly, some low income countries 
(red colour), such as Kyrgyzstan and Viet Nam invest 

FIGURE 3.3	 Poverty rate ($3.20/day) and social spending as a share of GDP 
compared with the global average (20.1 per cent) 

Source: ESCAP elaboration based on World Bank Development Indicators and social spending data as in Figure 3.2.
Note: The red colour represent low income countries, the blue colours represent lower-middle income countries, and the yellow colour represent 
upper‑middle income countries.
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a lot more than Bangladesh, Lao People’s Democratic 
Republic, Myanmar and Pakistan, with relatively 
better outcomes. 

While a lower level of economic development is not 
a reason for low social spending, low spending is 
associated with persistent monetary poverty. 

3.2	 Income poverty, 
deprivation and 
social spending 
The findings above invite a further exploration of 
how social spending levels relate to both monetary 
poverty and multiple deprivations. Chapter 2 already 
suggested that eliminating multiple deprivations 
is a matter of political choice, given the range of 
deprivation levels in low income and lower-middle 
income countries. This can be explored by grouping 
countries based on their levels of both monetary 
poverty and multiple deprivations (Figure 3.4). 

Countries with below-average levels of both income 
poverty (at $3.20 per day) and multiple deprivations 
(defined as deprivation in two or more opportunities), 

43	 As a share of GDP, Timor‑Leste appears to be a positive outlier, spending around 15 per cent on education, health and social protection, but that figure is 
partly explained by its lower GDP.

including Armenia, Kazakhstan, Kyrgyzstan, Thailand 
and Turkmenistan, generally invest most in their 
people (lower left quadrant). These countries have 
all reduced poverty and deprivations to below the 
regional average. These countries also spend more 
than 15 per cent of their total public expenditures on 
social protection, representing around 4 per cent of 
GDP. Most of these best performing countries also 
spend above average on health care and education 
(see Annex Table 3.1). A notable exception is Armenia 
that spends as much as 30  per  cent on social 
protection, but below average on education and 
healthcare. Overall, Armenia and Kyrgyzstan invest 
the most in people, with 45  per  cent of their total 
public expenditure used on social protection, health 
care and education. 

On the other end are countries such as Bangladesh, 
Indonesia, Lao People’s Democratic Republic, 
Myanmar, Nepal, Pakistan and Timor‑Leste, with 
high income poverty and multiple deprivation 
(upper right quadrant). Data on the share of 
public investment are scarcer among this group of 
countries, but most invest far below the average.43 
Timor‑Leste also has the highest level of moderate 
poverty, with three quarters of the population living 
below $3.20 per day.

FIGURE 3.4	 Relationship between monetary poverty and multiple deprivation 

Source: ESCAP elaboration based on DHS and MICS household surveys, latest year.
Note 1: The average head count ratio of moderate poverty stands at 29 per cent of the population, while the average incidence of multiple household 
deprivation is 52 per cent. Both values represent the simple average of countries with data availability depicted in this graph. 
Note 2: The red colour represents low income countries, blue colour represents lower-middle income countries, and the yellow colour represents upper 
middle-income countries.
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The bottom-right quadrant includes Bhutan, 
Mongolia and Viet Nam, where the share of people 
living with multiple deprivation greatly exceeds 
those experiencing monetary poverty. Both Bhutan 
and Mongolia have almost eradicated monetary 
poverty but multiple deprivation remains high. In 
Mongolia, the most important driver of multiple 
deprivation is lack of basic sanitation. Lack of access 
to basic drinking water further exacerbates the 
vulnerability of rural populations engaged in semi-
nomadic livestock herding, which is a primary source 
of livelihood for one third of its population.44 In 
Bhutan, where only 3 per cent of the population lives 
in poverty, more than 80 per cent of the population 
lack secondary education, and more than half do 
not have a bank account, explaining the high levels 
of multiple deprivation. All three countries have 
boosted investments in people, but with different 
focus areas. Bhutan and Viet Nam spend above the 
Asia-Pacific average on health and education, but 
less on social protection.45 Mongolia, on the other 
hand, spends 21 per cent of all its public expenditure 
on social protection, the highest share of all countries 
covered (Annex Table 3.1). While social spending 
among these countries is above average, the levels 
have either not been sufficient in one or several 
areas, or they have not been matched with critical 
infrastructure investments, including in sanitation 
and access to financial services. 

India and the Philippines stand close to the 
margins of the upper left quadrant, with reversed 
poverty outcomes: higher than average monetary 
poverty and lower levels of multiple deprivation. 
These countries also spend above the Asia-Pacific 
average on education, but less on health care and 
social protection. India’s progress in achieving 
almost universal access to financial services, by 
doubling the number of bank account holders in 
less than 10 years, explains its success in reducing 
levels of multiple deprivation. India has also seen 
improvements in educational attainment thanks to 
its above average spending on education, as well as 

44	 United Nations Development Programme, “Poverty Reduction and MDG Achievement, Mongolia: Access to Water and Sanitation”, New York. Available at: 
http://www.undp.org/content/dam/undp/library/Poverty%20Reduction/MDG%20Strategies/mongolia.pdf.

45	 Viet Nam follows a similar pattern as Bhutan, although comparable data were only available as a share of GDP, not public expenditure.

46	 ESCAP, 2018. Inequality in Asia and the Pacific in the era of the 2030 Agenda for Sustainable Development (United Nations publication, Sales No. E.18.II.F.13).

access to clean drinking water and to professional 
help during childbirth.46 The Philippines also spends 
above average on education, which explains lower 
multiple deprivation levels, but below average on 
social protection, which is reflected in the higher than 
average levels of monetary poverty. The combined 
share of social spending in this group of countries is 
below the region’s average, both as a share of public 
expenditure, and as a share of GDP (Annex Table 3.1). 

Ultimately governments need to simultaneously 
address both monetary poverty and multiple 
deprivation. Access to basic services frees up time and 
resources for poor people to engage in productive 
activities and raise their income and consumption 
levels, all of which are critical for escaping poverty. 
This relationship goes both ways: when people have 
adequate income, they usually can afford to cover 
their basic needs, including those of education and 
health care. On the other hand, the experience of 
income poverty is significantly worsened if there is 
also lack of access to basic household services. 

Higher or lower levels of social spending and 
differences in focus reflect political choices. India, 
Nepal and the Philippines have chosen to invest 
more in education, while Mongolia has emphasized 
social protection and Bhutan has focused on both 
education and health care. The most successful 
countries, however, are those who invest in all three. 

To end poverty, irrespective of the country’s level of 
development, all governments in the region should 
make efforts to increase spending to reach, at the 
minimum, the global averages. 

The following chapter employs a computerized 
general equilibrium (CGE) model to project the 
impact of public investment in education, health 
care and social protection on poverty. The premise 
is that added investment in the social sector has 
the potential to make the transition out of poverty 
easier, faster and more sustainable. 

22

SOCIAL OUTLOOK FOR ASIA AND THE PACIFIC



Chapter 4

Increased social 
spending will 
accelerate poverty 
reduction

23



Beyond the indisputable need for more effective 
investment in the social sector, discussed later 
in this report, this chapter shows that, all else 
being equal, higher levels of social spending 
could accelerate poverty reduction efforts in the 
Asia-Pacific region.

As this chapter will demonstrate, a financing gap of 
$4.2  trillion or $281  billion per  year remains, if the 
region is to meet the global average investment 
in education, health care and social protection, 
as a share of GDP.47 More than two thirds of that 
amount is the gap for financing social protection, 
amounting to $2.8 trillion or $187 billion per year. The 
gap in education and health is lower, at $57 billion 
and $37 billion per year, respectively. 

To project the impact that additional spending 
on these three social sectors could have on 
poverty reduction up to 2030, a comparative static 
computable general equilibrium (CGE) model is 
used (for an explanation of how the model works, 
please see Annex 4.1). The exercise seeks to uncover 
the extent to which poverty can be reduced and 
eventually eradicated in the Asia-Pacific region, 
should countries increase their public social 
spending levels, measured as a percentage of GDP, to 
match the global averages of the three sectors. In the 
model, these increases are being phased up to 2030. 

Used as a benchmark, these global average levels 
are achievable and in line with recommendations 
of the UN entities mandated to lead and coordinate 
the sectors’ development. UNESCO, for example, 
recommends public eductation expenditure to be 
between 4 to 6 per cent of GDP and 16 to 20 per cent 
of total public expenditure.48 

4.1	 The impact of social 
spending on extreme 
poverty 
Without additional investments in the three 
social areas, it is estimated that at least half of the 
countries examined will miss achieving SDG Target 
1.1 of eradicating extreme poverty. Among them will 
be Bangladesh, India, Nepal and the Philippines. 

47	 ESCAP calculations according to CGE modelling, based on current and projected spending needed to reach the global average for education, health and 
social protection in 26 Asia-Pacific countries by 2030.

48	 UNESCO, “Education 2030: The Incheon Declaration and Framework for Action”, (2015). Available at: http://uis.unesco.org/sites/default/files/documents/
education-2030-incheon-framework-for-action-implementation-of-sdg4-2016-en_2.pdf. 

49	 A total of 26 countries were considered, 7 of which had almost zero poverty rate at $1.90 a day. Therefore, the results are presented out of 19 countries. 

If governments boost their investment in social 
protection to reach the global average of 
11.2 per cent of GDP, the added impact on extreme 
poverty reduction would be significant. At this 
higher rate of investment in social protection, 
five countries would have eradicated poverty by 
2020, five more by 2025, and a total of 16 out of 
19 countries would have successfully eradicated 
poverty by 2030, including Bangladesh, India, Nepal 
and the Philippines (Figure 4.1).49 

Overall, an additional 51 million women, men and 
children would be lifted out of poverty by 2030 if 
countries reach the global average of investment 
in social protection. The rate at which people will 
be lifted out of poverty will accelerate almost 
immediately. 

Increasing investment in education to reach the 
global average of 4.7 per cent would also accelerate 
poverty reduction, although the boost would not 
be as strong as with social protection, because 
education expenditure is already closer to the 
global mean in most countries. Under this scenario, 
Armenia and Indonesia would have eradicated 
extreme poverty by 2025, and by 2030, Kyrgyzstan 
and Myanmar would also be successful in this 
respect. While not reaching full poverty eradication, 
India would have made significant progress, 
reducing its extreme poverty rates to just above 
1 per cent. 

The additional investment in education would also 
translate to lifting another 26 million people out 
of poverty by 2030. Of them, 17 million would be 
in India alone, while another 6 million would be in 
Bangladesh. 

Gradually boosting public health care expenditure 
to reach the global average level of 4.2  per  cent 
of GDP would eliminate poverty in Armenia, 
Indonesia, Kyrgyzstan and Sri  Lanka by 2025 for 
the first three countries and by 2020 for the latter. 
Across the region, an additional 36 million people 
would be lifted out of poverty by 2030. 
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While focusing on each of the three interventions 
independently does yield quicker gains for countries, 
introducing the three investments simultaneously 
would provide the greatest benefits for individual 
countries and for the region as a whole. 

By 2020, a total of seven countries, would have 
eliminated extreme poverty across the region, twice 
as many as in the business as usual (BAU) scenario. 
By 2025, an additional 11 countries would move out 
of poverty and, by 2030, all countries, except Papua 
New Guinea and Timor‑Leste would have eradicated 
extreme poverty. 

50	 In addition to the $1.90 international poverty line, the World Bank also reports a lower middle-income International Poverty Line, set at $3.20/day; and an 
upper middle-income International Poverty Line, set at $5.50/day. 

4.2	 The impact of social 
spending on moderate 
poverty
While many countries in the region have the potential 
to eradicate extreme poverty by 2030, set at the 
international poverty line of $1.90 a day, many people 
would still live below the lower-middle income or 
moderate poverty line of $3.20 per day.50 Overcoming 
moderate poverty is tougher for all developing 
countries in the region. 

FIGURE 4.1	 Number of countries eliminating extreme poverty ($1.90/day) 
through more spending on education, health, social protection and all three 
combined

Source: ESCAP calculations from CGE modelling.
Note 1: In this calculation, the cut-off for a country to be considered as having eliminated extreme poverty is if the poverty headcount ratio falls below 
0.5 per cent, meaning that less than 0.5 per cent of the population live with less than $1.90 a day. The CGE model considers a total of 24 countries, 19 of which 
have more than 0.5 per cent poverty rate in 2016. 
Note 2: The number of people escaping poverty are calculated from across the 24 countries examined in this analysis and not just the countries listed as fully 
eliminating poverty. 
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In a growth-led, business as usual scenario, only 
6 out of 24 countries would eradicate poverty at 
$3.20 per  day (Figure 4.2).51 Among them, only 
China would begin from a relatively higher poverty 
rate of 8.7  per  cent. The other successful countries 
would start from an initial moderate poverty rate 
of less than 2.5 per cent of their population. For the 
remaining 18 countries to record such achievements, 
significant additional investments in people would 
be needed.

Supplementing the growth-led, business-as-usual 
scenario with increased public spending on social 
protection would have the greatest impact on lifting 
people above the $3.20 a day line, in both the short 
term (by 2020) and the long term (by 2030). By 2020, 

51	 A total of 25 countries were considered in the model for $3.20 a day, however, no data was available for Cambodia and only Kazakhstan had almost zero 
poverty rate at $3.20 a day. Therefore, these results are presented out of 24 countries. 

three additional countries, Azerbaijan, Malaysia 
and Thailand, would eliminate moderate poverty. 
By 2030, Armenia, Fiji, Tajikistan and Viet Nam would 
also succeed in lifting all of their population above 
that threshold.

Altogether, if countries in the region increased 
their investments in public spending on social 
protection to meet the global average, at least an 
additional 233 million people would be lifted above 
the $3.20 per  day poverty line. Given the higher 
number of total people living below that threshold 
today, the  gains are a lot more impressive than 
those recorded for extreme poverty. These gains 
also would be made in all countries, whether they 
succeed in fully eliminating moderate poverty or not. 

FIGURE 4.2	 Number of countries eliminating moderate poverty ($3.20/day) 
through more spending on education, health, social protection 
and all three combined

Source: ESCAP calculations from CGE modelling.
Note 1: In this calculation, the cut-off for a country to be considered as having eliminated moderate poverty is if the poverty headcount ratio falls below 
0.5 per cent, meaning that less than 0.5 per cent of the population live with less than $3.20 a day. The CGE model considers a total of 25 countries, 24 of which 
have more than 0.5 per cent moderate poverty rate in 2016 (minus Kazakhstan). 
Note 2: The numbers of people escaping poverty are calculated from across the 25 countries examined in this analysis and not just the countries listed as fully 
eliminating poverty. 
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Reaching global targets on education would 
eradicate moderate poverty in Armenia and the 
Islamic Republic of Iran, while Viet  Nam would 
nearly join that group of successful countries, 
reducing its moderate poverty headcount ratio to 
less than 1 per cent. Overall, by 2030, the gains from 
all 25 countries would translate to an additional 128 
million people lifted above $3.20 per day, of which 
84 million would be in India alone. 

The estimated impact of increasing public spending 
on health is very similar to that for education. 
However, by 2030, additional health expenditure 
would result in higher gains by also adding Viet Nam 
to the list of successful countries. 

As expected, increasing spending across all three 
social sectors to reach the global standards would 
be the most effective path towards reducing 
moderate poverty. By 2020, this combined scenario 
would be mainly attributed to the increase in 
social protection spending and 200 million people 
would be lifted out of moderate poverty. The gains 
would continue in 2025 and by 2030, an additional 
328.6 million people would be lifted out of poverty, 
compared with the BAU scenario. Armenia, Fiji, the 
Islamic Republic of Iran, Tajikistan and Viet  Nam 
would all eliminate poverty at this level. 

BOX 4.1	 Beyond the $5.50 per day poverty rate 
With several countries in the Asia-Pacific region having reached upper middle-income country status, 
a discussion of the impact of public social investments against the $5.50 per  day poverty line is 
also relevant. 

Projection results show that none of the 25 countries analysed lift their populations out of poverty 
at $5.50 per day should business continue as usual. In fact, in many countries, the number of people 
living below the $5.50 per day threshold would increase, because of population growth alone. By 2030, 
Bangladesh would count for 11 million more people living below $5.50 per day, while Pakistan, Papua 
New Guinea and the Philippines would all count for more than 1 million additional people. 

Overall in the region, growth alone (BAU) would still successfully lift about 414 million people above 
that threshold, but a lot more could be achieved if governments reached the global average investment 
benchmarks in the social sectors. Compared with the BAU scenario, additional spending to reach the 
global average on:

•	 social protection would lift an additional 397 million additional people above $5.50 per day

•	 education would lift 206 million additional people above $5.50 per day

•	 health would lift 194 million more people above $5.50 per day. 
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4.3	 The impact of social 
spending on economic 
growth and inequality
Additional investments in people are not only critical 
for poverty reduction efforts but also help in boosting 
economic growth and dampening inequality. 

The effect of higher investments in health, education 
and social protection on productivity would also 
translate into an increase in GDP growth rates across 
the region. Over the period 2016–2030, growth would 
increase from 4.9  per  cent in the BAU scenario to 
6.0 per cent, a 20 per cent increase in the annualized 
growth rate. Nepal and Pakistan would record 
a 50 per cent increase in growth rates and Armenia, 
Kazakhstan, Papua New Guinea, Sri  Lanka and 
Tajikistan would record around 40 per cent increases.

Increased spending on social protection alone, to 
reach the global average, would boost GDP growth 
rates by 0.7 percentage points to 5.6  per  cent on 
average, with the highest impact in Cambodia, 
Nepal, Pakistan and Sri Lanka. Additional investment 
in education and health would result in an average 
of 0.3 percentage points, respectively.

Inequality would also inevitably fall as a result 
of productivity gains across the board, but also 
through the direct increase of people’s real income 
resulting from social protection transfers. The 
equalizing effect of boosting expenditures on social 
protection to meet the global average would reduce 
the unweighted Gini coefficient of 26 countries by 
5 percentage points, from an average of 35.8 to one 
of 30.7. The impact would be greatest in Indonesia, 
Kazakhstan, Nepal and Sri  Lanka. The equalizing 
effect of education would be greatest in Pakistan 
and Sri  Lanka, where the Gini would fall by more 
than 2.2 percentage points. 

4.4	 Implications for 
policymaking and 
budgeting
The evidence for increasing the level of investment 
in people in the Asia-Pacific region is overwhelming: 
328 million people would be lifted out of moderate 
poverty and 52 million people out of extreme poverty 
with more countries fully eradicating poverty by 
2030. Countries would also see an increase in their 
GDP growth together with reduced inequalities. 
Such achievements are within the realistic goal of 
matching the global average level of investment in 
three core areas: social protection, education and 
health care. 

In these sectors, public support is easy to summon 
across the spectrum of any society. They are also 
areas with additional positive externalities, such as 
environmental sustainability, innovation and social 
cohesion, aspects which are not captured in the CGE 
model. Investments in any one of the three areas 
would push economies towards the right direction, 
spearheading possibly further public and private 
investments toward the other two. 

The financing need to reach the global averages 
on social protection, education and health care is 
estimated to a total annual amount of $281 billion 
for the region as a whole, of which more than half 
would be required by China ($154 billion) and India 
($59 billion). Figure 4.3 depicts this financing gap for 
reaching the goals set out in this analysis. 

For the region, the combined additional annual 
investments would be the lowest on health care at 
$37 billion, because health expenditures are closest 
to the target. This means that the added investment 
need in the majority of countries would be below 
$500 million per  year. For education, the region’s 
annual total amount would reach $57 billion, but only 
around $1 to $2 billion a year in Bangladesh, Indonesia 
and the Philippines. For social protection, the cost 
would be higher and translate into approximately 
$187 billion per year, because countries are generally 
further from the target of 11.2 per cent of GDP. The 
bulk of this expenditure would take place in China 
($95 billion) and in India ($43 billion). 
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While these amounts may appear high, many 
countries in the region spend more on the defence 
sector alone or on infrastructure projects.52

Among competing demands from various 
sectors how can policymakers and development 
practitioners focus their interventions to best 
reach the furthest behind? A mere increase in 
investment may not always be enough. Public 
expenditure in any area, including education, 

52	 ESCAP, Time for Equality: The Role of Social Protection in Reducing Inequality (United Nations publication, ST/ESCAP/2735) (2016). 

health and social protection, can be mired by 
inefficiency, misallocation of funds and corruption. 
While investing more is important, governments 
also need to invest smarter. The following chapter 
highlights that policymakers need to not only 
prioritize interventions and allocate scarce resources 
in an effective way, they also need to know which 
individual and institutional circumstances interact 
and keep people in poverty. They need to know who 
exactly the poor are. 

FIGURE 4.3	 Financing gaps for reaching global social spending targets 

Source: ESCAP calculations from CGE modelling.
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Social policies need to 
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Higher spending does not always guarantee 
better outcomes. In practice, institutional and 
governance arrangements as well as policy design 
and implementation determine the extent to which 
these investments contribute to effective poverty 
reduction.53 Well designed and implemented social 
development policies are critical and effective 
mechanisms for breaking cycles of poverty. Knowing 
who the poor are is a cost-effective way for countries 
to better direct interventions toward population 
groups that need them the most.

5.1 	 Identifying the poor 
Understanding the causes of monetary poverty 
and deprivation is a challenging task. Being able 
to identify common demographic characteristics 
and specific barriers facing the poor, can help 
policymakers concentrate poverty-reduction 
efforts to where they may have the greatest impact. 
The 2030 Agenda for Sustainable Development 
specifically calls for disaggregating poverty-related 
indicators by population group, to highlight those 
being left behind. 

53	 G. T. Abed and S. Gupta, eds. Governance, Corruption, and Economic Performance (Washington, DC, International Monetary Fund, 2002), pp. 564; and 
D. Filmer, J. S Hammer, L. H. Pritchett, “Weak Links in the Chain: A Diagnosis of Health Policy in Poor Countries”, World Bank Research Observer, vol. 15, 
No. 2 (2000), pp. 199–224; and S. Gupta, M. Verhoeven and E. R. Tiongson, “The effectiveness of government spending on education and health care in 
developing and transition economies”, European Journal of Political Economy, vol. 18, No. 4 (2002) pp. 717–737.

54	 The barriers considered in this analysis are based on empirical evidence and literature review and analyse the following circumstances that act as 
barriers to escaping poverty: no full-time employment , low education, a health problem that prevents the individual from engaging in activities like 
other people in their age group do (also a proxy for disability), migrant status (not born in the country of residence), belonging to a minority religion, 
having children to support and living in rural areas. Data was from the Gallup World Poll, analysed with the assistance of ILO.

55	 ESCAP’s high-income countries are not presented in the analysis because their sample does not include adequate number of people living below the set 
poverty threshold. Individual country profiles can be produced upon demand by interested ESCAP member States. For a full list of country membership 
in income groupings, please see Annex Table 5.1.

56	 A more detailed description of each group can be found in Annex Table 5.1.

People may face an array of barriers that hamper 
their efforts to escape poverty, from lack of decent 
work, to low education, health problems, migrant or 
minority status or having young families to support. 
To analyse the circumstances that act as barriers to 
escaping poverty, the analysis below uses latent 
class analysis (LCA) and data from the Gallup World 
Poll. It presents individuals living on less than $3.20 
per  day in different profiles, which capture the 
relative incidence and intensity of each barrier. 54 

The poverty profiles are then grouped by countries 
with similar income levels: low income, lower-middle 
income and upper-middle income.55 The most 
common barrier that poor people face across all 
income groupings in the region is not having a full-
time job; being underemployed or unemployed. For 
many countries in the region, this usually means 
working in a vulnerable job in the informal sector 
(Figure 5.1).56 

In the region’s low income countries, the next most 
common shared barrier to escaping poverty is living 
in a rural area and lacking adequate and relevant 
skills. Among those living below the $3.20 per  day 

FIGURE 5.1	 The most common barriers faced by the poor across different income 
groupings of the ESCAP region

Source: ESCAP calculations based the Gallup World Poll, 2016 
Note: These results reflect aggregates across ESCAP income groupings. 
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threshold, almost no one has completed tertiary 
education and only one third have completed 
secondary education. Almost eight out of ten poor 
people also have young children and two out of 
three people are below the age of 50. 

In the region’s lower-middle income countries, half 
of the poor are above the age of 50, with one fifth 
over 65. About one quarter come from minority 
religions (compared with one in eight in low income 
countries) and two thirds face substantial health 
limitations. Poor people in this income group are 
also slightly better educated than those in low 
income countries, with half of them having finished 
secondary education. People in this group are also 
more equally spread between rural and urban areas, 
with almost 40 per cent living in urban centres. 

In upper-middle income countries of the region, 
almost 90 per cent of the poor, are underemployed 
and unemployed and around 80 per cent live in rural 
areas with only primary education. Two-thirds of the 
poor are also above the age of 50.

Excluding China from the analysis of the upper-
middle income countries alters the group 
characteristics of the poor significantly. Without 
China, the group consists of mostly ex-Soviet Union 
countries, with more developed labour markets 
and a history of higher educational attainment. As 
a result, the poor are more likely to be in full-time 
employment and almost all have secondary and 
even tertiary education. Without China, the group 
also becomes more strongly dominated by women 
(70 per cent), with two thirds living in urban areas. 
Over 70  per  cent of the poor also report health 
limitations that prevent them from carrying out 
activities in the same way as other people in their age 
groups, suggesting some form of disability, despite 
being much younger. Furthermore, about one in five 
belongs to a minority religion and, compared with 
other income groupings, the poor are more likely to 
be immigrants. 

A country-by-country analysis using LCA reveals 
the specific country barriers shared by those below 
$3.20 a day and is therefore more helpful for guiding 
national policymaking.57 

57	 The share of those living below $3.20 per day in most countries differs from the officially reported data on poverty for each of the countries. For an 
explanation on the gaps, see Annex 5.3. 

58	 For the full list of barriers and demographic characteristics used in the analysis please see Annex Table 5.2.

5.2	 Country-specific 
characteristics and barriers 
faced by the poor 
In many countries, there is a distinct group of poor, 
which holds the majority of those living in moderate 
poverty (Table 5.1). Knowledge of their demographic 
characteristics and the barriers they face can help 
policymakers concentrate their interventions 
in a cost-effective way where the impact is the 
greatest.58

The composition of this largest group of poor varies 
by country. On average the group represents around 
half of all poor in the country, but ranges from only 
a quarter (in Georgia, India, the Philippines, Tajikistan 
and Thailand) to three quarters or more (in Armenia, 
Bangladesh, Bhutan, Cambodia, the Lao People’s 
Democratic Republic and Mongolia). Irrespective of 
the size of the group, the most common barrier is 
lack of full-time employment. 

Despite the distinct differences in the composition 
of these groups, some common threads are worth 
highlighting, because they reveal important gaps 
in social protection along the life course, as well 
as broader development challenges, which often 
reflect the unbalanced favouring for development in 
urban centres. 

A common trait amongst the poor is having children, 
with the largest group of poor consisting of mothers 
or fathers without full-time jobs. Often, these families 
receive no child benefits and without affordable 
child-care facilities, many young parents are forced 
to accept part-time or irregular and informal jobs 
that do not provide sufficient income to cover their 
families’ basic needs. Often, the largest group also 
consists of individuals with primary education only. 

Health limitations and disability is also a common 
concern for respondents in the largest group of 
poor in Armenia, Cambodia, Georgia, India, the 
Lao  People’s Democratic Republic and Thailand. 
Absence or inadequacy of disability benefits means 
that persons with disabilities are not able to cover 
the additional cost of living they face, particularly 
with respect to completing education and finding 
and keeping full-time work. 
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TABLE 5.1	 Description of the largest 
group of poor by country (percentage)

COUNTRY SIZE GROUP DESCRIPTION

1 Armenia 78 Working-age, educated minorities, 
without full-time jobs and health 
limitations

2 Bangladesh 73 Younger parents, without full-time jobs, 
in rural areas

3 Bhutan 87 Working-age, minorities in rural-areas, 
without full-time jobs 

4 Cambodia 85 Rural mothers, without full-time jobs
5 China 39 Older, uneducated, rural residents, 

without full-time jobs
6 Georgia 25 High-school educated fathers, without 

full-time jobs and health limitations
7 India 25 Working-age, rural residents, without 

full-time jobs and health limitations
8 Indonesia 28 Younger, rural mothers, without full-

time jobs
9 Kyrgyzstan 71 Rural, high-school educated, middle-

aged parents, without full-time jobs
10 Lao PDR 82 Younger parents, without full-time jobs, 

in rural areas
11 Mongolia 74 Working-age, rural parents, without 

full-time jobs
12 Myanmar 65 Working-age, uneducated rural fathers, 

without full-time jobs
13 Nepal 52 Uneducated parents, without full-time 

jobs
14 Pakistan 36 Rural, uneducated parents, without full-

time jobs
15 Philippines 24 Older, high-school educated parents, 

without full-time jobs
16 Sri Lanka 50 Older, high-school educated parents, 

without full-time jobs
17 Tajikistan 21 Rural, high-school educated mothers, 

without full-time jobs
18 Thailand 24 Rural, 50-65 year-olds with health 

limitations, without full-time jobs
19 Uzbekistan 44 High-school educated younger rural 

mothers, without full-time jobs
20 Viet Nam 33 Working-age, rural and high-school 

educated residents

Source: ESCAP calculations, based on the Gallup World Poll. 

The demographic characteristics of the groups 
that hold the largest share of the poor also add to 
the picture. For example, in Bangladesh and the 
Lao People’s Democratic Republic, the majority 
are young. Improving the quality of education 
and the school-to-work transition is therefore 
critical to eliminating poverty in these countries, 
including through training and active labour market 
programmes. 

In some countries, including China, the Philippines 
and Sri  Lanka, the largest group of poor consists 
of older people, not receiving sufficient old-age 

59	 International Labour Organization (ILO), “World Social Protection Report 2017–2019: Universal social protection to achieve the Sustainable Development 
Goals” (Geneva, 2017).

60	 International Labour Organization (ILO), Social Protection Floor. Available at: https://www.ilo.org/secsoc/areas-of-work/policy-development-and-applied-
research/social-protection-floor/lang--en/index.htm.

61	 S. Kidd, and V. Damerau, “The political economy of social protection for informal economy workers in Asia”, Social Protection for Informal Workers in Asia, 
Sri Wening Handayani, ed. (Manila, Asian Development Bank, 2016).

pensions to cover living expenses. In others, poverty 
is much more gendered. For example, in Cambodia, 
Indonesia, Tajikistan and Uzbekistan, women have 
a much higher probability of being in the poorest 
group, whereas men have a much higher probability 
in Georgia and Myanmar. 

These poverty profiles highlight the pivotal role that 
social protection, health care and education play 
in reducing poverty and building more productive, 
equal, inclusive and cohesive societies. While all 
countries provide some extent of public services 
in these areas, programmes are often designed, 
implemented and delivered in a fragmented way, 
limiting the positive outcomes for the poor and most 
vulnerable groups of society. 

5.3	 Making investments 
in social protection more 
effective 
Social protection — policies and programmes 
designed to reduce and prevent poverty, 
vulnerability and social exclusion across the life cycle 
of an individual — empowers women, men and 
children to reach or maintain an adequate standard 
of living and good health throughout their life.59 

Building inclusive social protection systems 
requires that programmes reach everyone in need 
with benefit levels that are adequate for meeting 
basic needs. An effective starting point, is to build 
a social protection floor, defined as a set of social 
security guarantees that ensure, as a minimum, that 
everyone has access to essential health care and to 
basic income security throughout their life cycle.60

Building a social protection floor necessitates 
a sector-wide approach to social protection, where 
contributory and non-contributory (tax-financed) 
schemes form a universal, all-inclusive social 
protection system in accordance to life circumstances. 
Non-contributory schemes are especially pertinent 
for the Asia-Pacific region, where approximately 
60 per cent of the labour force is engaged in informal 
employment, making regular contributions to social 
insurance impossible for many.61 
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Countries that have successfully built their social 
protection floors often begin by guaranteeing that 
all people have access to an old age pension, and 
progressively offer other schemes, including disability 
benefits, child benefits and unemployment benefits. 
Many high-income countries have taken this path, as 
have some low- and middle- income countries from 
the Asia-Pacific region, such as Georgia, Kyrgyzstan, 
Mongolia, Nepal and Uzbekistan.62

The most effective way of ensuring that social 
protection reaches the poor and those most 
vulnerable to falling into poverty, is a universal 
approach where benefits are extended to everyone 
within, for example, an age group, without 
conditions. Yet, most countries in the region rely on 
poverty-targeting, with the well-intended aim of 
directing limited resources to those furthest behind. 

Such programmes are in most cases not effective 
in reaching the poor or moving and keeping 
people out of poverty, because the methods used 
for identifying the poor, for example proxy means 
testing, often fail.63 Moreover, the incomes of people 
change over time. As a result, targeting often leads 
to high inclusion or exclusion errors. Evidence from 
a sample of social protection schemes around the 
world illustrates how poverty targeting often results 
in higher exclusion errors (Figure 5.3). The more 
narrowly targeted the scheme, the greater the risk is 
of excluding intended beneficiaries. 

62	 ESCAP, “Why We Need Social Protection”, Social Development Policy Guides (United Nations publication, ST/ESCAP/2819) (2018).

63	 Proxy means testing is a method that, in the absence of actual household income data through reliable mechanisms such as tax registries, estimates 
household consumption by observing household characteristics, e.g. the ownership of durable goods, the demographic structure of the household, the 
education and possibly, the occupations of adult members. For more, see World Bank Group, “Measuring income and poverty using Proxy Means Tests”, 
Dhaka, Bangladesh 2018. Available at: https://olc.worldbank.org/sites/default/files/1.pdf, accessed on 15 October 2018.

64	 Committee on Economic, Social and Cultural Rights (CESCR), General Comment No. 19: The right to social security (Art. 9 of the Covenant), February 2008, 
E/C.12/GC/19, (para 22); and International Labour Organization (ILO), Social Protection Floors Recommendation, No. 202 (Geneva, 2012) para 4.

Another complication with many existing social 
protection programmes in developing countries is 
that benefits often are conditional upon compliance 
with, for example, school attendance or health 
check-ups. Such conditions risk excluding the most 
vulnerable who are unable to fulfil the conditions, and 
who may need the benefits the most. Conditionality 
may also have negative gender-implications, adding 
burdens on mothers and perpetuating traditional 
gender stereotypes. Alternative strategies, such 
as raising awareness or making childcare services 
accessible, serve as more effective nudges towards 
behavioural changes. 

A third challenge that impacts the effectiveness of 
a social protection programme is the common lack 
of knowledge about the programme among those 
who need it the most. In addition to information and 
outreach, registration and payment of benefits need 
to be accessible to all potential beneficiaries. For 
instance, registration needs to be available online 
or located within easy distance of applicants, and 
accessible for persons with disabilities. 

In many countries in Asia and the Pacific however, 
benefit levels are so low that the impact of them 
is limited. To have a significant impact on poverty 
reduction, social protection benefits must also be 
adequate in both amount and duration.64

FIGURE 5.2	 The Social Protection Floor 

Source: International Labour Organization (ILO), R202 - Social Protection Floors Recommendation, No. 202, Geneva (14 June 2012).  
Available at: https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:3065524
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Social protection programmes in the Asia-Pacific 
region are often small and fragmented, with limited 
coordination among actors. A strong institutional 
underpinning is paramount to ensuring that the 
right to social protection is safeguarded and realized. 
Three instruments are particularly crucial to fostering 
institutional commitment: comprehensive legal 
frameworks, sector-wide approaches and nationally 
owned budgets. 

5.3.1	 Ensuring inclusive social 
protection for children — the case 
of Mongolia

In 2005, the Government of Mongolia launched 
the Child Money Programme (CMP), with the aim 
of reducing poverty and inequality while also 
promoting population growth. The Ministry of 
Population Development and Social Protection is 
responsible for overall management of the CMP. 

The CMP — Mongolia’s largest social assistance 
scheme — was originally launched as a conditional 
cash transfer, using proxy means testing to identify 

65	 International Labour Office, “Mongolia: Child Money Programme”, Social Protection in Action: Building Social Protection Floors, (November 2016). Available 
at: https://www.social-protection.org/gimi/gess/RessourcePDF.action?ressource.ressourceId=54117.

66	 A. Hodges, and others, “Child Benefits and Poverty Reduction: Evidence from Mongolia’s Child Money Programme”, Division of Policy and Planning 
Working Papers, (May 2007). Available at: https://www.unicef.org/eapro/Child_benefits_in_Mongolia.pdf.

those living in poverty. In 2010 the scheme was made 
universal for all children under 18 years of age and 
conditional upon school enrolment. Two years later, 
all conditions were removed.65 This corrected the 
pitfalls of its previously poverty-targeted approach, 
which was characterized by high leakage: more than 
half of the beneficiaries were non-poor (inclusion 
error), and 16  per  cent of poor children, whom 
the scheme intended to reach, were excluded 
(exclusion error).66 

By the end of 2015, more than one million children, 
or nearly 100  per  cent of all children in Mongolia, 
received the monthly benefit, making it the most 
inclusive child benefit programme in the Asia-Pacific 
region. At the same time, the level of benefits 
increased by almost seven times from 2005 to 2010. 
The current level of benefit is considered adequate 
to raise children up to the national poverty line. 

In 2013, the CMP accounted for approximately 
50 per cent of total expenditures on social assistance 
transfers and 3 per cent of the overall budget. While 
the CMP was funded through general tax revenues 
until 2007, the programme has since been funded 

FIGURE 5.3	 Relationship between poverty-targeted social protection 
and exclusion errors

Source: ESCAP, “How to Design Inclusive Social Protection Systems”, Social Development Policy Guides (United Nations publication, ST/ESCAP/2820) (2018). 
Available at: https://www.unescap.org/sites/default/files/SDD%20Social%20Protection%20module%202_ONLINE_FINAL.pdf (accessed on June 29, 2018).
Note: The figure above highlights an assortment of poverty-targeted social protection programmes from various countries with available data on exclusion 
errors. The full names of these programmes can be found in Annex Table 5.4.
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by the Human Development Fund, which holds the 
country’s mineral resource tax revenues. In addition 
to the CMP, the Fund supports an array of benefits 
such as Mongolia’s universal maternity benefit.67 

With children under 18 years of age making up 
approximately one third of the population of 
Mongolia, the programme is estimated to be 
responsible for a 12 per cent reduction in the overall 
poverty headcount ratio.68 

Forthcoming changes to the CMP reported in 2018, 
are expected to redesign the scheme to exclude 
children in the richest quintile. Despite this set-back, 
the Government of Mongolia is a leading example in 
the Asia-Pacific region of financing and building an 
inclusive social protection programme for its children.

5.4	 Making health care 
accessible and affordable 
for all
Universal health coverage, a core component of the 
social protection floor, is defined by the World Health 
Organization (WHO) as ensuring that all people have 
access to quality essential health services, pertaining 

67	 National Resource Governance Institute. Country Strategy Note: Mongolia (May 2015). Available at: https://resourcegovernance.org/sites/default/files/
nrgi_Mongolia-Strategy_20151207.pdf.

68	 International Labour Office, “Mongolia: Child Money Programme”, Social Protection in Action: Building Social Protection Floors, (November 2016). Available 
at: https://www.social-protection.org/gimi/gess/RessourcePDF.action?ressource.ressourceId=54117.

69	 World Health Organization (WHO), Research for universal health coverage: World health report 2013 (Geneva, World Health Organization, August 2013).

70	 World Health Organization (WHO) and International Bank for Reconstruction and Development/The World Bank, “Tracking universal health coverage: 
2017 global monitoring report” (Geneva, 2017).

71	 Catastrophic health expenditure measures the proportion of the population with large household expenditures on health as a share of total household 
consumption expenditure. The threshold for large household expenditures, as defined by SDG 3.8.2, is 10 per cent.

72	 B. Jacobs and others, “Addressing access barriers to health services: an analytical framework for selecting appropriate interventions in low-income Asian 
countries”, Health Policy and Plan, vol. 27, No. 4, (2012), pp. 288–300.

to maternal and child health as well as communicable 
and non-communicable diseases, without suffering 
from financial hardship associated with paying 
for care.69 It includes the full spectrum of essential 
services, from health promotion to prevention, 
treatment, rehabilitation and palliative care, and is 
achieved with the progressive expansion of health 
service coverage and financial protection as more 
resources become available. 

While the Asia-Pacific region has made significant 
progress towards achieving universal health 
coverage, as measured against the SDG Target 3.8 
indicators, more needs to be done, especially for 
reducing out‑of-pocket expenditures for populations 
(Figure 5.4).70 Medicines represent the highest driver 
of out-of-pocket expenditures in the region. Reducing 
the incidence of catastrophic health expenditure 
therefore has a direct effect on poverty reduction.71 

Disadvantaged groups typically face multiple barriers 
to accessing health-care services. Even if health care 
is available, geographical, language and cultural 
barriers may prevent access. There could also be lack 
of knowledge, information and awareness.72 All these 
barriers influence the capacity and willingness of 
individuals, families or communities to seek health-
care services. 

FIGURE 5.4	 Universal health coverage in the Asia-Pacific region, 2010–2015

Note: The x-axis shows the proportion of population with out-of-pocket health spending exceeding 10% of total household consumption or income (%), 
2002–2010. The y-axis is defined as the average coverage of essential services based on tracer interventions that include reproductive, maternal, newborn and 
child health, infectious diseases, NCDs and service capacity and access, 2010–2015. Lines represent global medians.
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There are several countries in the region that have 
introduced broader strategies to promote health-care 
services in an equitably way. Bhutan, Malaysia and 
Thailand, for example, have made strong progress 
towards universal health coverage by building 
extensive public health care networks. Generally, 
these countries have prioritized investments that 
address the needs of the poorest and most vulnerable, 
while also reaching larger populations than countries 
with relatively fewer public health-care facilities or 
those that rely on high utilization of private facilities.73 

Recruitment and retention of clinical staff remains 
a challenge in countries throughout the Asia-Pacific 
region -- with only 14 out of 35 countries having 
reached the SDG threshold of 4.4 doctors, nurses 
and midwives per  1,000 people.74 Some countries, 
including India, Myanmar and Thailand, have 
addressed the absence of health workers in 
underserved areas by introducing compulsory public 
service periods, recruiting health workers locally, and 
through targeted admissions into pre-service training 
for students from rural and hard-to-reach areas.75 

Limited availability of medicines in public facilities 
also constitutes a major challenge for the poor. The 
problem stems from both the absence of public 
health-care services in areas that are difficult to 
reach, but also from the lack of continuous supply 
of medicines. Systems where medicines are mostly 
bought in private pharmacies and mainly funded 
through out-of-pocket expenditures provide 
significantly lower access to medicines, especially 
for the poor. It is therefore crucial to build a strong 
and efficient network that ensures the availability of 
medicines in underserved areas. 

As lack of affordability is the main reason for not 
seeking health care in many countries, removing 
financial barriers for the poor is essential. Effective 
ways to do so includes increasing government 
subsidies to health care and introducing compulsory 
health insurance. Pooling of resources and reducing 
fragmentation of financing schemes and benefit 
packages can also address health-care inequities. 

73	 World Health Organization (WHO), Universal Health Coverage: Moving towards better health. Action framework for the Western Pacific Region (Manila: World 
Health Organization Western Pacific Region, 2016).

74	 World Health Organization (WHO), The Decade for Health Workforce Strengthening in the SEA Region 2015–2024: Second review of progress, challenges, 
capacities and opportunities (New Delhi, World Health Organization Regional Office for South East Asia, 2018).

75	 Ibid.

76	 World Health Organization and Asia Pacific Observatory on Health Systems and Policies, “The Kingdom of Thailand health system review”, Health Systems 
in Transition, vol. 5, No. 5 (Manila, WHO Regional Office for the Western Pacific, 2015).

77	 Ibid.

78	 Viroj Tangcharoensathien and others, “Health systems development in Thailand: a solid platform for successful implementation of universal health 
coverage, The Lancet, vol. 391, No. 10126, (March 2018). Available at: http://dx.doi.org/10.1016/S0140-6736(18)30198-3.

Finally, a legal framework that ensures non-
discrimination on the basis of health or socioeconomic 
status is vital for ensuring those that need health care 
receive it.

5.4.1	 Implementing universal health 
coverage — the case of Thailand

Thailand achieved universal health coverage in 
2002, with all citizens covered by one of three 
insurance schemes managed by different agencies, 
with the Ministry of Public Health being the main 
service provider. Between 2001 and 2015, health 
expenditures in Thailand rose from 3.1 to 3.8 per cent 
of GDP, with public expenditures gradually 
increasing from 56  per  cent to 77  per  cent of total 
health expenditures.76 Over the same period out-
of-pocket expenditure fell from 27.2  per  cent to 
12 per cent. Major funding sources for health care are 
general taxation followed by direct out-of-pocket 
expenditures, social health insurance and private 
insurance premiums.77 Since achieving universal 
health coverage in 2002, Thailand has managed to 
keep health costs at relatively low levels. 

Since the 1970s, Thailand has focused its investment 
in health delivery infrastructure at the district level 
and below, with three quarters of the country’s total 
hospital beds being public.78 An important factor 
has been the well-functioning primary health-
care system which acts as the main interface with 
patients and links health centres with community 
health workers. At the same time, using primary 
level services as gatekeepers, it is possible to control 
service utilization. 

However, many challenges still exist. Thailand is 
fast becoming an ageing society with many villages 
becoming bereft of working age populations. As the 
burden of non-communicable diseases rise, health 
promotion and prevention activities become more 
prominent. Service integration can still be improved 
as can retention of healthcare workers in rural areas. 
Finally, with over 2 million migrants working primarily 
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in the informal sector, it is important to devise 
systems that provide improved access to health for 
these populations.

Thailand is working on several avenues to tackle 
these issues. A premium-based, government-
run voluntary health insurance scheme is being 
offered to migrant workers from the neighbouring 
countries, although it is still too early to assess how 
successful this insurance scheme has been. The 
Government of Thailand is also updating its practice 
and support services for retention of rural health 
workers through projects such as the Collaborative 
Project to Increase Production of Rural Doctors.79 
Finally, to improve cooperation between health 
and social services especially for the elderly, local 
governments and the National Health Security Office 
managing the Universal Coverage Scheme have 
created a 50–50 funding mechanism to support 
better linkages between health and social services in 
selected districts. 

5.5	 Making education reach 
those furthest behind
Education promotes social inclusion while also 
driving economic growth. Education can also mitigate 
inequality, as more equal educational opportunities 
help reduce gender and socioeconomic disparities.80 
It makes countries better prepared and less 
vulnerable to climate change as well as less prone 
to conflict.81

While increased access to education has been 
considered a key achievement for the Asia-Pacific 
region in recent decades, evidence has shown 
that what children learn is not always sufficient or 
relevant, nor that quality education is equitably 
accessible to all. In this respect, transversal skills 
or competencies are crucial in preparing students 
for the world of work and accelerate the school-to-
work transition.82 In addition to providing relevant 
academic content, education should equip learners 
with skills such as empathy, tolerance, critical 
thinking and creativity. 

79	 Ibid.

80	 UNESCO, “Education for people and planet: Creating sustainable futures for all”, The Global Education Monitoring Report, (France, 2016), p. 53. Available at: 
http://unesdoc.unesco.org/images/0024/002457/245752e.pdf (accessed on 21 July 2018).

81	 Ibid.

82	 A working definition of transversal competencies can be found in UNESCO, “2015 ERI Net Regional Study on Transversal Competencies in Education Policy 
and Practice (Phase III)”, (Bangkok, 2016). Available at: http://unesdoc.unesco.org/images/0024/002468/246852E.pdf.

83	 UNESCO Institute for Statistics, Education data set on Number of out-of-school children of primary school age. Available at http://data.uis.unesco.org/
index.aspx?queryid=121 (accessed on 27 June 2018).

84	 ESCAP, “Inequality of Opportunity in Asia and the Pacific: Education”, Social Development Policy Papers, #2018-01 (Bangkok, 2018).

85	 Ethnologue, Languages of the World. Available at: https://www.ethnologue.com/region/Asia (accessed on 18 August 2018).

Teachers with relevant training and experience 
are at the core of any educational system. In many 
countries within the Asia-Pacific region there is 
a significant shortage of trained and experienced 
teachers, particularly in rural and disadvantaged 
areas. Furthermore, in some countries, only one in five 
primary level teachers have had adequate training. 

While the Asia-Pacific region has seen significant 
achievements in terms of increased access to 
education, it remains home to over half of the world’s 
out of school children and youth.83 The majority 
come from vulnerable households and marginalized 
population groups.84 

A rapid increase in migration, both regular and 
irregular, within and across borders in the region, 
combined with the region’s linguistic diversity, with 
more than half the world’s total living languages,85 
add to the proliferation of marginalized and 
vulnerable learners. 

The large number of vulnerable learners, which may 
include female, minority or migrant learners, learners 
with disabilities, learners in remote areas or the urban 
poor, calls for more inclusive education policies. In 
addition to facing many barriers, vulnerable learners 
also have worse educational outcomes.

Among the challenges faced by female learners, 
in particular in rural areas, are child-marriages, 
gender-based violence in schools, and inadequate 
infrastructure, including lack of appropriate 
sanitation facilities at schools. Addressing these 
multiple barriers requires laws and policies as well as 
community awareness to protect girls in schools and 
ensure equal access to education. 

Minority and migrant learners are often discriminated 
against in school, and at times, denied access 
to education. Policies against discrimination, 
together with an adapted inclusive curriculum 
with linguistically, culturally and developmentally 
appropriate teaching and learning materials, 
would increase access to education for minorities 
and migrants. 
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Learners with disabilities face barriers in terms 
of physical access to adequate infrastructure. 
Furthermore, teaching methodologies often do not 
cater to their specific needs. Developing barrier-
free infrastructure, promoting assistive technology 
and adapting curricula, pedagogy, teaching and 
learning materials to suit the needs of these 
learners will enhance the quality and universality 
of any education programme. These interventions 
will also increase the chances of persons with 
disabilities to secure decent work and escape 
poverty later in life.

5.5.1	 Implementing an effective 
education system — the case 
of Viet Nam

When the Programme for International Student 
Assessment (PISA) results started showing 
Viet  Nam’s exceptional performance, discussions 
began on what had led this lower-middle income 
country to perform so well amongst the highest 
scoring countries in the world. The answer lies in the 
broad reform package put in place by the Ministry 
of Education and Training over two decades earlier. 

The reform package is based on the following five 
broad principles of: policy coherence; sufficient 
budgetary allocation; partnership between parents 
and schools; quality of teaching and equity.86

The Government of Viet Nam has for long perceived 
education as a national priority and devotes at 
least 20  per  cent of total public spending for this 
purpose.87 To enhance the quality and relevance 
of teaching, it raised the standard of teachers’ 
qualification and made schools ready to take on 
board children at the age of five. 

School principals are held accountable for 
monitoring the quality of teaching and learning at 
the school level through planned and impromptu 
lesson observations. As administrative leaders and 
instructional managers, they are obliged to inform 
authorities, both at the local and national levels, 

86	 T. McAleavy, T. T. Ha, and R. Fitzpatrick. “Promising practice: government schools in Vietnam”, Education Development Trust. Available at:  
https://www.educationdevelopmenttrust.com/~/media/EDT/Reports/Research/2018/r-promising-practice-vietnam-2018.pdf (accessed on 4 July 2018).

87	 A. Schneider, “Vietnam’s ‘stunning’ rise in school standards”, BBC News, 17 June 2015. Available at: https://www.bbc.com/news/business-33047924.

88	 Ibid.

89	 J. Boyden, “What can Vietnam’s excellent school schools teach us about educational quality and equality?”, From Poverty to Power: How active citizens 
and effective states can change the world, Oxfam Blogs (2 October 2013). Available at https://oxfamblogs.org/fp2p/what-can-vietnams-excellent-
schools-teach-us-about-education-quality-and-equality/ (accessed on 4 July 2018).

on school performance and have to continue 
teaching two periods per  week. Teachers are 
held accountable through regular self- and peer-
assessment as part of an in-school monitoring 
system. Parents also form part of the accountability 
system. Through a formal requirement they are 
held accountable for their child’s behaviour and 
performance in school.

Parents are also required to be actively involved 
in their children’s education through participation 
and feedback on a Parent Board, but also to 
contribute to the school financially or in-kind 
(depending on available means) by running 
school services. Teachers have a responsibility 
to work in partnership with parents to ensure 
learning progress. 

Despite receiving a relatively low salary, teachers 
are committed to what it perceived as a highly 
respected and admirable profession promoted 
through both cultural norms and government 
policies. Professional development is a requirement 
for teachers through an annual personal 
professional development plan which is monitored 
by the school principal. Teachers are also given the 
responsibility to decide on their own teaching style, 
which is encouraged to include mixed pedagogical 
methods that combine traditional and student-
centred approaches to stimulate higher order 
thinking. 

The equitable nature of Viet  Nam’s education 
system, whereby all children — whether from 
different geographical locations or ethnicities, 
have access to the same quality of education, 
has been perceived as crucial to making quality 
schooling accessible for poorer children. The PISA 
results from 2015 also showed that 17  per  cent of 
Viet Nam’s poorest students performed among the 
top 25  per  cent overall.88 Indeed, data collected as 
part of the University of Oxford’s Young Lives study 
showed that both children from disadvantaged and 
privileged backgrounds were able to progress in 
their learning and were taught by equally qualified 
and motivated teachers. 89
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5.6	 Policy coherence and 
political commitment helps 
maximize benefits for all
National policymaking needs to be customized to 
a country’s political economy, priorities, capacities 
and resources. Yet, as evinced in this chapter, 
common factors, such as political commitment, 
policy coherence, and stakeholder coordination, 
determine the outcomes of interventions across 
the social protection, health and education sectors. 
This is also the reason why countries with similar 
allocations of public social budgets sometimes end 
up with vastly disparate outcomes. 

Identifying the common characteristics of the 
largest groups of the poor can increase the cost-
effectiveness of programmes. Following a universal 
approach for social protection, health care and 
educational services, can also have positive spill-
overs on smaller groups with similar characteristics 
or that face the same barriers. 

The message of this analysis therefore, is the need 
to coordinate actions across a range of sectors 
and to remove institutional and structural barriers 
for the largest groups of poor. If the interventions 
are universal in nature, the benefits are then likely 
to positively affect other disadvantaged groups 
as well. Eventually, responsible actors should 
also gradually act to remove barriers faced by all 
groups, including those representing smaller shares 
and group-specific circumstances, for example, 
availability of education for minority groups or child 
care for young parents. 

Determining key barriers to escaping poverty year 
after year would allow policymakers to become 
more agile and responsive, continuously adjusting 
their focus to the most pressing areas. Focusing on 
removing barriers would also help governments to 
ensure breaking the intergenerational poverty cycle 
permanently. 

Strong political will and determination is required 
for the development of any new policy, from ideas 
to implementation. Furthermore, as policies that call 

90	 Organization for Economic Co-operation and Development (OECD), “Social Protection System Review of Cambodia”, OECD Development Pathways (Paris, 
OECD Publishing, 2017).

91	 International Labour Organization (ILO), 2012. “Cambodia: Social Protection Expenditure and Performance Review” (Geneva, 2012).

92	 International Labour Organization (ILO), “Social Protection Country Brief: Cambodia, Country Update for 2016” (Phnom Penh, 2017). 

93	 Royal Government of Cambodia, National Social Protection Policy Framework 2016–2025, (approved by Council of Ministers on 24 March 2017). 
Available at: http://inndec.com/library/docs/SPPF%20English%20-%20Final%20Ver.pdf.

for the reform of usual practices will inevitably face 
resistance, commitment at all levels of government 
is central for building national ownership. 

5.6.1	 Translating political commitment 
into action — Cambodia’s national 
social protection framework

More than half of Cambodia’s population is highly 
vulnerable to minor shocks and 60  per  cent of all 
workers are informally employed.90 Moreover, only 
17  per  cent of all workers are covered by social 
insurance and non-contributory benefit coverage is 
extremely low, partly because the programmes are 
means-tested.91 A single, nationwide cash transfer 
does not exist for any group.

Until recently, the country’s social protection system 
was regarded as fragmented and donor-driven. The 
2011–2015 National Social Protection Strategy for the 
Poor and Vulnerable mirrored this perception as it 
focused exclusively on social assistance and, while 
it gathered considerable support from development 
partners, it had little national ownership from line 
ministries. 

In June 2015, the Government of Cambodia 
established an inter-ministerial Technical Working 
Group, led by the Ministry of Economy and Finance 
(MEF), to develop a broader Social Protection Policy 
Framework.92 After a two-year developmental 
process, the Prime Minister of Cambodia launched 
the National Social Protection Policy Framework 
2016–2025 (NSPPF), in July 2017. 

The NSPPF is a ten-year roadmap which aims to 
harmonize, integrate and strengthen existing 
schemes and expand the social protection floor to 
respond to contingencies throughout the life cycle.93 
The system envisioned rests on two main pillars: 
social insurance and social assistance. In terms of 
coverage, the non-contributory benefits will be 
expanded to include protection for children, older 
persons, persons with disabilities and pregnant 
women. The main priority is to ensure that “every 
Cambodian citizen receives two main sorts of 
protection (1) a pension at the age of retirement, and 
(2) health insurance when they fall sick.”
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The NSPPF foresees major legal, institutional and 
financial reforms to support a gradual expansion 
of coverage. To this end, the Government has 
established a National Social Protection Council 
(NSPC), composed of members of line ministries 
and chaired by the MEF. At the implementation 
level, the policy calls for the integration of diverse 
operators, starting with a joint social security fund 
for private and public sectors and a single payer for 
health protection. On a day-to-day basis the policy 
is coordinated by the NSPC Secretariat, based in 
the MEF and operating independently from social 
protection managers/operators.

The NSPPF has started yielding results already. The 
National Social Security Fund begun to serve civil 
servants through a new Social Health Insurance 
branch in January 2018, and in 2019 the Government 
is expected to launch a General Pension Scheme, 
which will accommodate both private sector 
and new civil servants under equal benefits and 

responsibilities. In mid-2018 the Prime Minister also 
announced the launch of a national cash grant 
for children. 

The political leadership has been pivotal to the 
successful development of the NSPPF and is 
attributed to the leadership of the MEF, which 
led the framework drafting process. The MEF’s 
involvement in this process was also a unique 
opportunity to ensure the policy received financing 
from the state’s budget and resulted in high 
participation of all relevant line ministries. The result 
was strengthened policy coherence throughout 
government ministries and institutions.

The case of Cambodia shows that it is possible 
to leverage on the priorities of several ministries 
to expand the policy discussion towards 
comprehensive, integrated and multi-tiered social 
protection systems.
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Between 1990 and 2015, 80 per cent of the region’s 
extremely poor moved out of poverty. Despite 
this tremendous success, 1.2 billion people in the 
Asia-Pacific region still live on less than $3.20 a day, 
out of which 400 million are estimated to live in 
extreme poverty, on less than $1.90 a day. 

Monetary poverty is often accompanied by other 
deprivations. One and a half billion people lack 
improved sanitation and less than four in ten have 
access to affordable health care. About one billion 
people also work in hazardous and low-paid jobs 
with insecure employment contracts and little, if any, 
social protection, with women holding the greater 
proportion of such jobs. In many countries, more 
than eight out of ten households are deprived of 
several of these basic opportunities. 

The persistence of poverty in all its dimensions does 
not come as a surprise. No country analysed in this 
report meets the world averages of investments 
in social protection, education and health care. 
Most countries in Asia and the Pacific spend, on 
average, less than one-third of the global average of 
11.2 per cent of GDP on social protection. Expenditures 
on education and health care are closer, but still 
below, the global averages. 

This report has shown that, overall, the region needs 
additional investments of $281  billion per  year to 
match the global spending levels as a share of GDP 
on education, health and social protection. More than 
two thirds of this additional spending would need to 
be directed toward social protection programmes. 

A closer examination of poverty and social spending 
throughout this report produces four broad groupings 
of countries, which display marked similarities. 

1	 Countries on the right track 

Countries with below-average levels of both income 
poverty and multiple deprivation are generally those 
that also invest most in their people. For example, 
Armenia, Kazakhstan, Kyrgyzstan, Tajikistan, Thailand 
and Turkmenistan have all reduced poverty and 
multiple deprivations to below the regional average. 
While these countries need to spend more on social 
protection to reach the global average, they already 
spend more than the regional average. Approximately 
15 per cent of their total public expenditure is spent 
on social protection, representing around 4 per cent 

94	 Timor‑Leste appears to spend more because it’s GDP is lower, making the social spending/GDP ratio higher. If the share of total public expenditure is 
considered, then Timor‑Leste drops below average as well (see Annex Table 3.1).

of GDP. They also spend above regional average on 
education and health. Many are low income or lower-
middle income countries, proving that a lower level 
of economic development is not a reason for low 
social spending. 

The challenge for these countries will be to go the ‘last 
mile’ and reach the furthest behind. While extreme 
poverty is low in these countries, many people still 
live in moderate poverty. Bringing those who are 
living on less than $3.20 per  day into mainstream 
development will be the challenge if these countries 
are to build a solid middle class and lift the standards 
of living for everyone. 

To further improve outcomes, these countries should 
focus on the quality of spending, by ensuring that 
services are of high quality and reach the furthest 
behind. Studying the profiles of the poor and the 
barriers the poor face in their respective countries 
will also be instrumental for designing interventions 
to reach those who are left behind. 

2	 Countries with higher monetary 
poverty and higher levels of 
deprivation

Countries with high income poverty and multiple 
deprivation are those that spend the least on social 
protection, education and health care. This group 
includes, for example, Bangladesh, Indonesia, the 
Lao People’s Democratic Republic, Nepal, Pakistan 
and Timor‑Leste. With the exception of Timor‑Leste, 
all other countries in this grouping spend around 
5  per  cent of their GDP on the three social sectors, 
below the regional average of 9  per  cent of GDP.94 
Most of these countries are also all low income 
countries, many of which have seen their human and 
other resources depleted by conflicts and natural 
disasters. 

The main challenge for this country grouping 
is to gather political will and public support for 
significantly boosting investments in people. 

Currently furthest behind from global levels of 
social spending, any increase will be beneficial and 
will yield results quickly. Universal social protection 
programmes, in particular child benefits, as well as 
school-to-work transitions, combined with universal 
health care and a rethink of education policies will be 
instrumental for unlocking the human potential. 
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3	 Countries with higher monetary 
poverty and lower levels of 
deprivation

A third group of countries, including India and the 
Philippines, has higher than average monetary poverty 
and below-average levels of multiple deprivation. These 
countries spend more, on average, on education, but less 
on health care and social protection. The total share of 
social spending in this group of countries is below the 
region’s average, both as a share of public expenditure 
and as a share of GDP. 

The main challenge for these countries is the relatively 
low spending on social protection, as well as health care. 
To  reduce monetary poverty, these countries need to 
boost their investments in people, particularly by focusing 
their interventions on the largest groups of poor. 

4	 Countries with lower levels 
of monetary poverty and 
higher levels of deprivation 

Bhutan, Mongolia and Viet Nam, have achieved important 
reductions in monetary poverty, but still have a majority 
of their population deprived of certain key opportunities 
and services. All three countries spend above the region’s 
average on the social sector. Mongolia, a lower-middle 
income country, spends 21  per  cent of its total public 
expenditure on social protection, the highest share of 
all Asia-Pacific countries analysed. Bhutan and Viet Nam, 
both low income countries, spend more on health and 
education, but less on social protection.

The challenges these countries face correspond to their 
geographic and socioeconomic specificities. Mongolia’s 
rural nomadic tribes lack access to basic sanitation. 
Bhutan’s mountainous terrain makes school attendance 
challenging. In all three countries, economic growth has 
been rapid but the quality of jobs created has been low 
for the vast majority. 

To achieve poverty eradication, these countries need to 
better balance social spending with critical infrastructure 
investments and pay closer attention to the quality of 
growth, particularly the creation of decent jobs. 

To bring all countries on track, political will is paramount. 
Governments with higher political commitment to 
investments in the social sectors spend a higher share of 
their budget on their people’s development, and they do 
so more effectively with better outcomes as a result. With 
political will and determination in place, policymakers 
should focus their efforts around the following three 
broad recommendations: 

RECOMMENDATION 1

Accelerate poverty reduction by 
boosting investment in people

Boosting the amount of public spending on social 
protection, education and health care to reach the 
global averages, at a minimum, has been shown to 
significantly accelerate poverty eradication, at both 
the $1.90 and the $3.20 levels. Increasing investment 
in people would also support economic growth 
and reduce inequality. The evidence for increasing 
the level of investment in people in the Asia-Pacific 
region is overwhelming: around 328 million people 
would be lifted out of moderate poverty and 
52 million people out of extreme poverty with more 
countries fully eradicating poverty by 2030. 

RECOMMENDATION 2

Reap maximum benefits by focusing 
on social protection investment

The majority of countries in the region need to step 
up investments in inclusive social protection to reach 
the global average and close social protection gaps. 
The report estimates that increased investments in 
social protection alone could be a game changer for 
poverty reduction by lifting at least 233 million people 
out of moderate poverty in the Asia-Pacific region. 
Through increased social protection investments, 
extreme poverty would also be fully eliminated by 
2030 in Bangladesh, India, Nepal and the Philippines, 
countries that would otherwise miss this target. To 
leave no one behind, however, social protection 
must be inclusive and adequate. 

RECOMMENDATION 3

Ensure that social protection 
investment reaches those left 
behind

Countries with the highest success rates of reducing 
poverty through social protection, such as Mongolia, 
have designed and implemented inclusive and 
universal programmes. On the contrary, the region’s 
best performing poverty-targeted programmes 
record exclusion rates of more than 40  per  cent. 
In  these countries, benefits are also often very 
low, with limited impact for those lucky enough to 
receive the benefits. Countries that rely on poverty-
targeting, with the well-intended aim of directing 
limited resources to those furthest behind, should 
therefore consider more inclusive approaches in 
reaching the poor. 
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Annexes
ANNEX 1.1

Measuring poverty 
The simplest way to measure poverty is to set a poverty line and then count the number of people living below 
that poverty line. This is the poverty headcount (H). Because countries vary in terms of population, a more 
meaningful measure is obtained by dividing the number of poor people by the entire population (N). This is 
the poverty headcount ratio*, or often simply denoted as the poverty rate.

Measuring poverty in this way provides information about the percentage of the population that lives on an 
income below the set poverty line.

However, the poverty headcount ratio fails to capture the intensity or depth of poverty, because all individuals 
living below the poverty line are not equally poor. Instead, a poverty gap index is often used as an alternative 
way of measuring poverty that also considers the depth of poverty. 

Poverty gap is the shortfall in income (yi) from the poverty line (z), counting the non-poor as having zero 
shortfall. By summing all such shortfalls across the entire population in a country, we can calculate the mean 
shortfall from the poverty line is then calculated.

Two countries can have similar headcount ratios (the same percentage of population that is considered poor), 
but differing poverty gap indices, meaning that the average poor person in country A is further from the 
poverty line than an average poor person in country B.

The poverty gap index takes the mean shortfall from the poverty line, and divides it by the value of the poverty 
line. It gives us the fraction of the poverty line that people are missing, on average, in order to escape poverty.

The poverty gap index is widely used in policy discussions because it has an intuitive unit and allows for 
meaningful comparisons regarding the relative depth of poverty.

*Both measures are part of a family of Foster–Greer–Thorbecke (FGT) poverty indices, introduced in a 1984 paper “A class of decomposable poverty measures” 
by James Foster; Joel Greer; and Erik Thorbecke and are often labelled  and . 

ANNEX TABLE 2.1

ESCAP country income groupings

ESCAP LOW INCOME Afghanistan, Bangladesh, Bhutan, Cambodia, India, Democratic People’s Republic of Korea, Kyrgyzstan, Lao 
People’s Democratic Republic, Myanmar, Nepal, Pakistan, Papua New Guinea, Solomon Islands, Tajikistan, 
Timor-Leste, Uzbekistan, Vanuatu, Viet Nam.

ESCAP LOWER-MIDDLE INCOME Armenia, Azerbaijan, Fiji, Georgia, Indonesia, Iran (Islamic Republic of ), Kiribati, Marshall Islands Micronesia 
(Federated States of ), Mongolia, Philippines, Samoa, Sri Lanka, Thailand, Tonga, Turkmenistan, Tuvalu.

ESCAP UPPER-MIDDLE INCOME China, Cook Islands, French Polynesia, Kazakhstan, Malaysia, Maldives, Nauru, Niue, Northern Mariana 
Islands, Palau, Russian Federation, Samoa, Turkey.

ESCAP HIGH INCOME (NOT 
CONSIDERED IN THIS ANALYSIS)

Australia, Brunei Darussalam, China, Guam, Hong Kong, Japan, Democratic People’s Republic of Korea, 
Macao China, New Caledonia, New Zealand, Singapore.

Source: ESCAP. ESCAP Statistical Online Database, Methods and Definitions (2018). Available at: http://data.unescap.org/escap_stat/#methodDefinition.
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ANNEX TABLE 3.1

Synthesis of poverty levels, public expenditure in people 
and a description for the largest groups of the poor

COUNTRY

POVERTY AND DEPRIVATION 
INVESTING IN PEOPLE AS PERCENTAGE 
OF PUBLIC EXPENDITURE

INVESTING IN PEOPLE AS 
PERCENTAGE OF GDP WHO ARE THE POOR
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Armenia 16 21 Full-time 
employment

9 6 30 45 3 2 5 10 Working-age educated 
minorities, with health 
limitations and no full-time 
jobs 

78

Azerbaijan 0 43 10 4 15 29 3 1 6 10

Bangladesh 56 77 Clean fuel 17 5 6 28 2 1 1 4 Younger parents, without full-
time jobs, in rural areas

73

Bhutan 3 67 Secondary 
education

19 9 10 37 7 3 0 10 Working-age minorities in 
rural-areas, without full-time 
jobs 

87

Cambodia - 85 Bank account 17 10 6 33 2 1 1 4 Rural mothers, without full-
time jobs

85

India 54 48 Secondary 
education

17 5 7 29 4 1 1 7 Working-age rural residents, 
without full-time jobs and 
health limitations

25

Indonesia 41 55 Professional 
help during 
chilbirth

- - - - 4 1 1 6 Younger rural mothers, 
without full-time jobs

28

Kazakhstan 0 4 Full-time 
employment

- - - - 3 2 4 9

Kyrgyzstan 26 33 Bank account 20 9 16 45 6 4 5 15 Rural, high-school educated 
middle-aged parents, without 
full-time jobs

71

Lao PDR 55 88 Clean fuel - - - - 3 1 0 4 Younger parents, without full-
time jobs, in rural areas

82

Maldives 24 13 Secondary 
education

14 10 16 40 -

Mongolia 3 63 Basic 
sanitation

9 7 21 37 5 3 10 17 Working-age rural parents, 
without full-time jobs

74

Myanmar 39 84 Bank account - - - - 1 1 3 5 Working-age uneducated 
rural fathers, without full-time 
jobs

65

Nepal 40 52 Full-time 
employment

18 7 4 29 4 2 2 8 Uneducated parents, without 
full-time jobs

52

Pakistan 43 64 Bank account - - - - 3 1 1 5 Rural uneducated parents, 
without full-time jobs

36

Philippines 35 34 Clean fuel 18 5 4 27 3 2 1 5 Older, high-school educated 
parents, without full-time jobs

24

Tajikistan 25 44 Bank account 17 6 15 38 5 2 1 8 Rural, high-school educated 
mothers, without full-time 
jobs

21

Thailand 1 29 Full-time 
employment

19 6 12 37 4 3 4 11 Rural 50-65 year olds with 
health limitations, without 
full-time jobs

24

Timor-Leste 75 76 Clean fuel 9 4 12 25 8 1 6 15 -

Viet Nam 12 59 Full-time 
employment

6 4 2 11 Working-age, rural and high-
school educated residents

33

Regional 
average

29 52 16 7 12 34 4 2 3 9

Sources: World Bank PovcalNet: the on-line tool for poverty measurement, available at: http://iresearch.worldbank.org/PovcalNet/home.aspx (accessed on 
1 April 2018); Poverty data are from World Bank PovcalNet, see Chapter 1, and multiple deprivation data are based on ESCAP calculations from the latest 
Demographic and Health Surveys and Multiple Indicator Cluster Surveys of the countries in question, see Chapter 2. Investment in people as percentage of 
public expenditure data are from the Asian Development Bank, “Key Indicators for Asia and the Pacific”, see Chapter 3. Investing in people as percentage of GDP 
is from the United Nations Educational, Scientific, and Cultural Organization (UNESCO), Institute for Statistics (for education expenditure), World Bank (for health) 
and International Labour Organization (ILO) (2017), see Chapter 3. Data on who are the poor are based on ESCAP calculations using the Gallup World Poll, data 
analyzed with the help of ILO, see Chapter 5. 
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ANNEX 4.1

About the CGE model
Over the past three decades, computable general equilibrium (CGE) models have become a commonly used 
tool for empirical economic analysis. CGE models offer a simple way of modelling the overall impact of policy 
changes on an economy, or a region, by considering relevant production activities, factors and institutions. 
The CGE models include markets and various macroeconomic components: investment and savings, balance 
of payments and government budget. CGE models have become popular because they are able to incorporate 
multiple economic linkages or “transmission mechanisms” that often come handy when explaining trends and 
structural responses to changes in development policy.

To be effective, policymakers need to explore the possible implications that different policy options may 
have as accurately as possible. It is therefore useful and often imperative for researchers and policymakers to 
conduct ex-ante analyses of alternative policy scenarios. CGE models have emerged as a tool to carry out such 
ex-ante analysis in policy formulation.

In this report, the CGE model has been used to explore the efficacy of government social spending on poverty 
alleviation. Through this model it is possible to explore how different types of government spending can affect 
different poverty indicators, in particular, poverty at the $1.90 and $3.20 a day levels. In the model, the level of 
exogenous economic growth, that is, growth that is not caused by the increase in public social investments, 
is kept constant. This is in accordance with the rate recorded in the baseline year, in order to better measure 
the impact of public social investments on both poverty and on economic growth. The impacts of social 
investments on poverty reduction is transmitted through the following mechanisms:

SOCIAL SECTOR SUPPLY SIDE DEMAND SIDE

Education and 
health

Government expenditure on education and health 
improves human capital and increases total factor 
productivity, which in turn generates sectoral growth, 
thereby increasing real household income and 
consumption.

The increase in real household consumption also 
stimulates demand for education and health services, 
thereby stimulating growth in those sectors and leading 
to a virtuous cycle on supply-side mechanisms as well. 
Government expenditure on education and health is likely 
to reduce the out-of-pocket cost of education and health 
services, thereby increasing real household income and 
consumption. 

Social 
protection

Social protection transfers increase productivity and 
generates sectoral growth, thereby increasing real 
household income and household consumption.

Social protection transfers increase real household 
incomes, thereby increasing demand for goods and 
services. The increased demand then stimulates sectoral 
growth, which in turn increases real household income and 
consumption

CGE models have plenty of limitations, as they impose major simplifications to the economy in order to 
reach conclusions. Despite their limitations, however, they remain useful tools for exploring the potential 
socioeconomic impacts of various policies and interventions. 
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ANNEX TABLE 5.1

Types of groups produced by the LCA for three income 
groupings 

GROUP 
NUMBER GROUP/ CLASS CHARACTERISTICS

SHARE OF 
POOR 

LOW INCOME COUNTRY GROUPING

1 Rural, uneducated, younger persons in precarious work 38%

2 Older, rural, high-school graduates with families 24%

3 Minority, rural, working-age, uneducated but healthy individuals 10%

4 Rural, educated parents, unemployed or in poor jobs 9%

5 High-school graduated women without children, in precarious jobs 6%

6 Uneducated, unemployed urban mothers with health limitations 6%

7 Uneducated, working-age men with health limitations 4%

8 Urban parents in part-time jobs, low education, often from minor religion 4%

Total 100%

LOWER MIDDLE-INCOME COUNTRY GROUPING

1 Rural, older residents, with health problems, often from minority religion 24%

2 Urban mothers with high-school education, not in full-time employment 19%

3 Older, uneducated, rural, minority caretakers, with health limitations 19%

4 Working-age men in part-time work, without children 14%

5 Rural, young high-school graduates, in full-time employment, but with health limitation 11%

6 Minority, high-school educated women in vulnerable work 8%

7 Rural, uneducated and unemployed working-age women without children 6%

Total 100%

UPPER MIDDLE-INCOME COUNTRY GROUPING

1 Older, uneducated, rural residents without full-time jobs 73%

2 Working-age urban mothers with some education and jobs 12%

3 Male, rural, working-age fathers with health limitations 9%

4 Urban, high-school educated, working-age women without full-time jobs 3%

5 Rural, older, educated women, from minority, single or widowed 3%

Total 100%

UPPER MIDDLE-INCOME COUNTRY GROUPING EXCL. CHINA

1 High-school graduated urban women with health limitations and without full-time jobs 25%

2 Rural, migrant women with health limitation and no full-time jobs 20%

3 University-educated women, often single, with full-time jobs, but health limitations 18%

4 Rural, working-age residents, often widows, without full-time jobs 17%

5 Educated, urban mothers without full-time jobs 16%

6 Working-age, high-school educated urban mothers from minority groups 4%

Total 100%

Source: ESCAP calculations based on the Gallup World Poll, analysed with the help of the International Labour Organization.
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ANNEX TABLE 5.2

Barriers faced by group with highest proportion 
of moderate poor 
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Armenia 78% 59% 74% 10% 100% 63% 100% 6% 57% 5% 67% 29% 0% 52% 48% 0% 81% 0% 14% 5%

Bangladesh 73% 87% 27% 1% 81% 28% 7% 0% 76% 38% 38% 14% 11% 41% 59% 0% 62% 36% 2%

Bhutan 87% 84% 11% 0% 88% 23% 100% 0% 90% 0% 63% 25% 13% 63% 38% 0% 88% 0% 0% 13%

Cambodia 85% 81% 2% 0% 93% 44% 2% 100% 15% 51% 28% 6% 79% 21% 6% 6% 57% 2% 13% 15%

China 39% 55% 0% 0% 91% 0% 0% 88% 1% 42% 36% 21% 55% 45% 1% 94% 0% 0% 5%

Georgia 25% 100% 100% 0% 83% 49% 26% 0% 58% 30% 22% 35% 13% 30% 70% 0% 0% 39% 4% 35% 22%

Hong Kong 75% 0% 58% 11% 100% 33% 25% 50% 6% 28% 67% 47% 53% 6% 58% 31% 6%

India 25% 33% 0% 6% 64% 59% 6% 0% 78% 18% 64% 13% 5% 54% 46% 0% 82% 0% 12% 6%

Indonesia 28% 100% 46% 0% 74% 7% 0% 95% 33% 56% 11% 0% 78% 22% 0% 0% 67% 0% 33% 0%

Islamic Republic of Iran 64% 57% 39% 0% 100% 49% 15% 61% 18% 7% 46% 54% 70% 2% 26% 2%

Kazakhstan 68% 100% 81% 7% 100% 26% 13% 26% 57% 20% 60% 20% 0% 87% 13% 0% 80% 7% 13% 0%

Kyrgyzstan 71% 93% 80% 10% 98% 40% 0% 1% 100% 16% 48% 28% 8% 66% 34% 1% 0% 70% 3% 12% 13%

Lao PDR 82% 83% 22% 0% 91% 44% 20% 1% 87% 40% 51% 8% 1% 51% 49% 3% 0% 69% 28% 1%

Malaysia 51% 13% 75% 6% 81% 12% 98% 0% 31% 25% 19% 25% 50% 50% 6% 31% 63%

Mongolia 74% 86% 27% 4% 94% 38% 42% 96% 8% 68% 18% 8% 63% 38% 8% 0% 65% 3% 13% 13%

Myanmar 65% 83% 11% 100% 0% 5% 86% 17% 17% 0% 67% 17% 83% 67% 33% 0%

Nepal 52% 75% 13% 0% 99% 31% 8% 7% 100% 22% 61% 9% 8% 53% 47% 84% 0% 8% 8%

Pakistan 36% 98% 4% 0% 76% 0% 9% 0% 79% 20% 63% 9% 8% 57% 43% 0% 74% 1% 19% 6%

Philippines 24% 100% 100% 0% 61% 11% 0% 44% 0% 26% 40% 34% 57% 43% 0% 6% 63% 3% 11% 17%

Russian Federation 61% 64% 44% 56% 32% 14% 17% 3% 10% 13% 25% 29% 33% 58% 42% 17% 42% 21% 21%

Singapore 54% 2% 26% 0% 95% 18% 43% 0% 3% 10% 20% 67% 47% 53% 10% 50% 27% 13%

Sri Lanka 50% 65% 64% 3% 80% 0% 9% 87% 2% 21% 38% 39% 59% 41% 1% 79% 1% 3% 16%

Tajikistan 21% 95% 64% 36% 62% 11% 0% 0% 100% 14% 47% 14% 25% 73% 27% 2% 68% 5% 8% 17%

Thailand 24% 0% 11% 3% 100% 100% 0% 0% 71% 0% 0% 100% 0% 50% 50% 0% 50% 50% 0% 0%

Turkey 88% 67% 57% 5% 100% 24% 0% 100% 0% 0% 0% 100% 100% 0% 0% 0%

Uzbekistan 44% 83% 92% 0% 88% 12% 0% 0% 84% 37% 58% 0% 5% 68% 32% 5% 47% 0% 42% 5%

Viet Nam 33% 52% 33% 2% 100% 53% 0% 88% 23% 67% 7% 3% 46% 54% 0% 74% 25% 2%

Source: ESCAP analysis based on Gallup World Poll, 2016.
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ANNEX 5.3

LCA methodology and data sources
Latent class analysis represents the phenomenon of poverty (living below $3.20 per day) in a model in which 
there are distinct types of individuals. Similar to factor analysis, latent class analysis is a latent variable model, 
whereby the researcher postulates the existence of an error-free latent variable. This variable cannot be 
measured directly, but indirectly, through the use of two or more observed variables. 

In the case of this analysis on poverty, the latent variable is the motivation or cause of poverty (unmeasurable 
variable) or, alternatively, the barrier to escaping poverty. Since that barrier is difficult to pinpoint, the latent 
class analysis examines other variables through various indicators (referred to in this text as circumstances) 
that are measurable through the available datasets (Gallup World Poll). 

LCA is a person-oriented approach, meaning that it studies individual characteristics or behaviours to look 
for subtypes of individuals that exhibit similar patterns. The researcher therefore uses an array of variables 
(circumstances) that are easily observed (in this case education level, employment, health issues, minority 
status etc.) as a basis for organizing people into homogeneous groups. Once these groups are set, it becomes 
easier to consider policies that could address the complex conditions faced by these groups and act as barriers 
to escaping poverty. 

The main advantage of the LCA over other “clustering” methods is that it uses common statistical methods 
(goodness-of-fit and classification error statistics) to select the optimal number of groups. In the example of 
low income countries, Annex Table 5.1, the Bayesian Information Criterion (BIC) is minimized for a model with 
eight classes — and that is the optimal number of groups. LCA is also not deterministic but instead provides 
estimates of “probabilities” of group membership. 

Source: Adapted from R. Fernandez and others, “Faces of Joblessness: Characterizing employment barriers to inform policy”, OECD Social, Employment 
and Migration Working Papers, No. 192 (OECD Publishing, Paris, 2016). And L. M. Collins and S. T., Lanza, Latent Class and Latent Transition Analysis: With 
Applications in the Social, Behavioral and Health Sciences, (New Jersey, John Wiley and Sons, 2010). 

Caveats for using the Gallup World Poll data in undertaking Latent Class 
Analysis

According to Alkire and Samman (2015), opinion surveys, like the Gallup World Poll, are inferior in capturing 
official poverty data to national household surveys. In a comparison of Gallup with national surveys in Latin 
America, incomes recorded by Gallup were lower than in national household surveys (except in Venezuela). 
On average the mean (median) income was 66 per cent (77 per cent) of the value in the household surveys. As 
a result, poverty in the Gallup World Poll was 16 percentage points higher than in national household surveys 
when using the $2 per  day line. Income inequality was also lower in Gallup possibly due to the omission 
of some relevant income sources for non-poor groups. Additional criticism centers around the interviewing 
process, (e.g. who answers the questionnaire, psychological factors, the role of question sequencing). In the 
case of Asia and the Pacific, the 2016 Gallup World Poll reports poverty rates that are systematically higher than 
those reported by the World Bank. As an example, please see table in Annex 5.3.
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Poverty at $3.20 comparison, Gallup World Poll 
and World Development Indicators (WDI) 

GALLUP WORLD POLL WDI95 

Bangladesh 56% 52.9%

India 64% 60.4%

Lao PDR 71% 58.7%

Cambodia 42% n/a

Indonesia 59% 30.9%

Pakistan 59% 39.7%

However, the use of Gallup World Poll data in the calculation of the latent class analysis is justified for various 
reasons: 

•	 The aim is to determine the profile of those who are poor and not to calculate the prevalence or level of 
poverty. 

•	 The explanatory and exploratory added value of important variables, such as income, employment, religion 
etc. to a certain extent justifies the compromise in accuracy of poverty prevalence rates. 

•	 Income poverty estimates reported in the Gallup World Poll are highly correlated with those of the World 
Bank and other official sources, for example, a correlation of 0.92 between its estimate of $2.00 per day 
poverty and that of the World Bank. 

ANNEX TABLE 5.4

Full names of social protection schemes and programmes 
in Figure 5.3
Bolivia Renta Universal de Vejez (Renta Dignidad)

Brazil Bolsa Familia

Ethiopia Productive Safety Net Programme

Georgia 1 Old Age Pension

Georgia 2 Targeted Social Assistance

India Indira Gandhi National Old Age Pension

Indonesia 1 Bantuan Langsung Tunai (unconditional cash transfer)

Indonesia 2 Program Keluarga Harapan (conditional cash transfer)

Indonesia 3 Proxy Means Testing Pilot;

Kenya Hunger Safety Net Programme

Mauritius Basic Retirement Pension

Mexico Oportunidades (renamed Prospera in 2014)

Philippines Pantawid Pamilyang Pilipino Programme

Rwanda 1 Vision 2020 Umurenge Programme

Rwanda 2 Ubudehe programme

South Africa 1 Child Support Grant

South Africa 2 Older Persons Grant

Viet Nam Poor List

95	 The World Bank, World Development Indicators. Available at http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators 
(accessed on 28 May 2018).
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https://en.wikipedia.org/wiki/Bolsa_Fam%C3%ADlia
https://www.social-protection.org/gimi/RessourcePDF.action?ressource.ressourceId=53953
http://siteresources.worldbank.org/SAFETYNETSANDTRANSFERS/Resources/281945-1340738001148/Georgia_targeting.pdf
http://socialsecurity.govmu.org/English/Department/National%20Pensions%20Scheme/Pages/National-Pensions-Scheme.aspx
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators
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