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What is the value of economic growth for the poor?

We will look at this in the context of China, India 
and Indonesia.
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The headcount index of poverty incidence is the 
proportion of the population whose real 
expenditures fall below a fixed threshold (the 
poverty line). 

The monetary value of the poverty line is adjusted 
over time to keep its real purchasing power 
constant.
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The Gini coefficient of inequality measures the 
degree to which the distribution of expenditures (or 
incomes) differs from complete equality. 

Higher Gini coefficients mean greater inequality. 
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Implication for Australia:

If we want to contribute to reducing poverty in Asia, look at how 
we can help in reducing rural poverty
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Some research questions:

-Why has inequality risen so much in China?

- Why has India’s record of poverty reduction per unit of 
economic growth been so mediocre?

- Why has Indonesia’s record of poverty reduction been so good, 
relative to its growth performance?
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A philosophical question:

Should welfare comparisons be based on relative or absolute 
conceptions of human welfare?
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Karl Marx thought relative positions were all that counted:

“A house may be large or small; as long as the surrounding 
houses are equally small it satisfies all social demands for a dwelling.  
But let a palace arise beside the little house, and it shrinks from a little 
house to a hut … the occupant of the relatively small house will feel 
more and more uncomfortable, dissatisfied and cramped within its four 
walls.”
[From Marx’s 1849 pamphlet, 'Wage Labour and Capital’.  Cited in Tucker (1972, p.182).]

Does this make sense in the context of poor people?
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Thanks for listening
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