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Literature Review (1) 
 

- Vast empirical literature on the link from growth to poverty 
reduction: 
 
o Regression framework: Dollar and Kraay (2002); Dollar, 

Kleineberg, Kraay (2016), many other. 
 

o Identity framework: Datt and Ravallion (1992); Kwakni, 1993; 
Bourguignon (2003); Fosu (2009, 2011, 2015). 

 
o  Key finding: growth is central for poverty reduction. 
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Literature Review (2) 
 

- Few on the reversal link from poverty reduction to growth: 
 

o Conceptual: Perry et al. (2006); Nissanke and Thorbecke (2007, 
2010, etc.) 
 

o Empirical: Lopez and Servén (2009); Ravallion (2012); Arndt, 
McKay, and Tarp (2016); Thorbecke and Ouyang (2017); 
Ouyang, Shimeles, Thorbecke (2019). 

 
- These studies suggested a more nuanced growth-poverty dynamic: 

 

o Growth is not always effective in reducing poverty. 
 

o Poverty matters for growth. 
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Research Questions and Empirical Equations 
 

(1) Does poverty --- including the poverty reduction rate and the initial 
level of poverty --- affect growth?  

 
 (2) Does faster growth bring about faster poverty reduction?  

 

 

(3) How is the growth-poverty dynamics in SSA different from that in 
the developing world as a whole? 
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Data (1) 
 

- Some 1,600 unique country-year observations from World Bank 
surveys conducted during different sub-periods between 1981 and 
2018 
o Panel data, but (highly) unbalanced  
o , which prevented us from taking advantage of panel regression 

procedures (tried FE and dynamic GMM, results not robust to 
small changes in empirical specification and even the code) 

 

- Cross-sectional analysis sample for 129 less developed countries 
(LDCs) – including 44 SSA countries --- from 1981-2018  
o Each country has only one growth and poverty reduction spell 

(between the first and last survey year it was surveyed) 
o Average annual growth and poverty reduction rates for analysis 
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Data (2) 

 
- Note the average growth spell is 21 years for all 129 LDCs and 18 

years for SSA countries; though country heterogeneity exists. 
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Data (3) 
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Regression Procedures 
 

- Simple Ordinary Least Square (OLS)  
o Initial values are from the first surveys 

 

- Generalized Method of Moments (GMM) 
o Initial values from the first surveys are proxied by values from the 

middle surveys. 
o GMM allows us to control for potential endogeneity like a regular 

Instrumental Variable (IV) estimator, but improves its efficiency 
in the presence of heteroskedasticity of unknown form (Baum, 
Schaffer, & Stillman, 2003). 

 

- Cross-sectional analysis does not allow for satisfactory causal 
identification. Suggestions for improvement? 

 



UNU-WIDER DEVELOPMENT CONFERENCE October, 2022 Thorbecke and Ouyang 

9 
 

Findings (1): Faster poverty reduction leads to faster growth, 
especially in SSA. High initial poverty retards growth. 
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Findings (2): High initial poverty weakens the effectiveness 
of growth in reducing poverty. 
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Findings (3): Faster growth does bring about faster poverty 
reduction in LDCs as a whole, but not in SSA. 

 
- GMM estimates are consistent and omitted for parsimony. 
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Findings (4): Effectiveness of growth in reducing poverty is 
only -1.14 in SSA, versus -2.04 in LDCs as a whole for poverty 
measured against the $ 3.20 poverty line. 

 
Elasticities can be computed from Equation (1) (p.4) 
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Implications 
 

- We investigate the links between poverty and growth using data from 
129 developing countries, including 44 in Sub Saharan Africa, during 
1981–2018. 
 

- Faster poverty reduction leads to faster growth in the developing 
world as a whole; but especially in Sub-Saharan Africa. 

 

- Initial poverty has no direct impact on growth in both regions. But it 
weakens the effectiveness of growth in reducing poverty; more in 
LDCs than in SSA. 

 

- Faster growth brings about faster poverty reduction in the 
developing world as a whole; but not so much within SSA. 
 

- For faster poverty reduction, LDCs especially SSA need pro-growth 
reduction strategies besides the conventional pro-poor growth 
strategies. 

https://www.sciencedirect.com/topics/social-sciences/poverty-alleviation

