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POVERTY DYNAMICSIN INDONESIA:
PANEL DATA EVIDENCE

Armida S Aligahbana and Arief Anshory Yusuf

The advances in poverty research has embracedytie@nic perspective in assessing
living conditions of households and individuals otiene. The distinction of poverty
condition between chronic and transient is not amigortant from the point of view of
poverty measurement accuracy, but for policy ingilan purposes as well. Chronic
versus transient poverty would call for differendlipy alleviation strategies. In a
country or region where the poverty problem is abtarized by the chronically poor,
then the appropriate strategy for example wouldtdoeedistribute assets, providing
basic physical and human capital infrastructurelifiduand Shepherd, 2003). Likewise
if the predominant poverty problems relate to tramspoverty, the strategy would be
geared towards providing safety nets and coping ham@sm to reduce their
vulnerability and help them return to a non-potuation.

Evidence on the extent and nature of poverty, misiishing between chronic and
transient with reference to low-income countries baen well documented (Baulch and
Hoddinott, 2000, and McKay and Lawson, 2003). dstinction between chronic and
transient poverty has typically been based on todgial data because such data offer
observations of living conditions of the same indiidals or households over several
points in time. When longitudinal data is nonesmf it may be possible to assess
chronic and transient poverty using cross-sectidatd. As has been well documented
by McKay and Lawson (2003), each approach haswts advantages and limitations.
Much of the analysis has focused on the monetagsuares of poverty, although recent
advances have combined the monetary approach witfetive assessment, or with
non-monetary indicators, for example: Kedir and MgK2003 and Baulch and Masset,
2003. The latter is an approach to widen the dimeadity of poverty measures.

Previous studies for Indonesia on chronic and temhgoverty has been done by
Smeru Research Institute (Suryahadi and Sumad@l;2and Widyantet al., 2001).
The studies for Indonesia as done by Smeru doestitioe panel, but SUSENAS cross-
sectional household level data. This article aptsnto fill in the void by utilizing a rich
household panel data set, the 1993 and 1997 IFdStherefore adds to the existing
literature on poverty dynamics for developing coi@st For Indonesia in particular, this
type of study is important, because of its wideigylimplication for appropriate
poverty reduction strategies.

THE APPROACH, EMPIRICAL MODEL AND DATA USED IN MEASURING
CHRONIC AND TRANSIENT POVERTY?

Monetary Dimensions of Chronic and Transient Poverty

The existing studies that made distinction betwelgmonic and transient poverty have
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largely based on panel data, that has enabledaigesrs on living conditions of the
same individuals and households are made overagveints in time. The focus has
been on monetary measures of poverty such as incsngensumption, because the
reliance on their measurement at only one poirtinme clearly does not capture the
nature of poverty dynamics. The existence of panmeley data for developing
countries, although is still a scarcity, has becom&h more widespread in terms of
countries covered. The addition to the list of rdoes with household panel data
availabilities include Indonesfa.

There are two main approaches in measuring chramictransient poverty using
panel data, which in practice relies on househoidome or consumption. The
approaches are the “spells” and “components” ampro&n which case this paper
utilizes the former approach. Using the spellsreaph, the chronic poor are those who
experience spells of poverty in each periods ircivithey are observédAlternatively,
those people whose income or consumption do niobéddw the poverty line in one of
the period observed would not be categorized asnahrpoor. The latter are
categorized as transient poor.

The idea in distinguishing chronic versus transigaverty is in the duration in
which the households’ income or consumption felblvethe poverty line. Definition of
chronic poverty requires an extended duration,oalgin the exact length of time that
must be elapse is still considered to be arbit(elyilme and Shepherd, 2003). Other
alternative of spells approach is to identify thmoipfor certain consecutive periods,
although this approach has its own drawback in tthatinformation is available for the
year when the survey is undertaken. This approdicbrefore, could not give
conclusion on whether the particular person or &bakl is also poor in the years
between.

The conceptualization of poverty requires decisiardeprivation dimensions to be
adopted. The majority of chronic poverty studievehdocused on using income or
consumption. The reasons are more practical sinedysis of poverty dynamics in
developing countries have been based on panel thatagenerally conceptualize
poverty as physical or material deprivation (Hulaed Shepherd, 2003). There is
general agreement, however, that multidimensiooakegy measurement is important
which can be complemented through qualitative surve

EMPIRICAL MODEL OF FACTORSDETERMINING POVERTY

To analyze the factors determining poverty stafusoniseholds, the multinomial logit
model is used. The summary statistics of the bggused in the model are available
in the appendix. The dependent variable in thisiehdakes the values of 0, 1, or 2
depending a household was respectively never gt in one of the two periods,
poor in both periods. If a household is poor ie geriod of the two then the household
iIs considered to be transient poor, whereas ik ipaor in both periods it will be
categorized as chronic poor.

The explanatory variables include variables thapresent household head
characteristics (age, gender, education), housethetdographics, assets holding and
location. The values of these variables are feritiitial year, 1993. In principle, the
explanatory variables should represent the stratcttinaracteristics of the household
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head and the households, and variables that repraseseholds ability in absorbing
“shocks” that affect their welfare.

THE 1993 AND 1997 INDONESIAN FAMILY LIFE SURVEY DATA

The data being used in this study is the Indondsanily Life Survey which is a multi-

purpose household survey conducted in 1993 (IFL&) 1997 (IFLS 2) by Rand
Corporation and Lembaga Demografi, Universitas iradie! Surveys in both years
covered the same households so as to obtain pateel The IFLS was designed to
study fertility behavior, infant and child healthutoomes, education, migration,
employment patterns, health and socio-economiaistat the older population. Its
1993 sample consists of 7,730 households drawn fit@mprovinces in Indonesia
covering around 83 percent of the country’s popohet

The 1997 survey was fielded in the months of Augi@97 to February, 1998 at the
start of the economic crisis in Indonesia. The 19@ey tracked the same households
as in IFLS 1993, and the total number of the ihiiauseholds revisited has been
reduced to 6,742 due to sample attritidhe completion rate for the 1997 IFLS was
93% of its target, a rate considered to be highsimilar type of developing countries’
longitudinal data (Thomas, et. al., 2000). The syralso followed an additional 892
split-off household in IFLS2. For analyzing povedynamics in this paper, we use
observation that is available in both waves (1998 #997) of the survey i.e. the 6,742
households level observation.

The survey contains extensive information on hookkltharacteristics, health,
education and it also contains information on eagin@ctivities of the households such
as food and non-food expenditures, household ptaduactivities as well as asset
holdings. Selected household members were aslad Hieir current and retrospective
wages and employment patterns, marriage historgration, health conditions and
usage of health facilities, and transfer activitieward and from families, friend and
organization. A community facility survey of avdilaty and quality of infrastructure,
health and school facilities used by householdaedents is conducted in parallel with
household survey and can thus be directly linkettieéchousehold questionnaire.

The household survey sample was stratified on po@g and randomly selected
within provinces. The sample frame used was basedhe 1993 SUSENAS, a
nationally representative socio-economic surveg§®000 households conducted by the
Indonesian Central Bureau of Statistics. Thredi@es of the questionnaire collected
information at the household level, and the renmgrithree at the individual level from
adult respondents, ever married women and, by psmyng children.

POVERTY MEASUREMENT AND TRANSITION BETWEEN 1993 AND 1997

Measures of poverty is based on comparing housatwidumption per capita with the
poverty line as devised by the Central Board ofi§tes! The poverty line used is
based on BPS poverty line at the province leveuftsan and rural. Table 1 shows the
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monthly household consumption expenditure per adpit urban and rural area based
on the 1993 and 1997 IFLS. If a household’s conion expenditure per capita lies
below the respective poverty line for both 1993 arti®7, then the household is
considered as chronic poor. Likewise, if houselmdsumption per capita never lies
below the poverty line in either year, then the dehold is considered as never poor.
But, if it lies below the poverty line only in ongeriod, then the household is
categorized as transient poor.

We use book | (household economy) of the IFLS ddatand aggregate the
following components of expenditure: food and noad expenditure, education
expenditure, as well as housing expenditure. We ialdude food that is own-produced
by the household, and transfer of food from outsitiie household. As only negligible
number of household rent a house, we use imputadestimated by the owner of the
house® We then change the expenditure into monthly exip@redand divide it by the
household size (number of household member) to ctom#he monthly household
expenditure per capita that would be used for deteng poverty status of each
household.

We use provincial and urban-rural specific officiabverty line published by
Indonesian Central Body of Statistics (BPS) -- akhivas based on food energy intake -
- and compared this to the monthly expenditurecagita calculated from IFLS dataset
to determine the poverty status of each houselAddBPS only estimate the poverty
line in 1993 and 1996, we have to make adjustment poverty line in 1996 into 1997
at the time of the IFLS was fielded. BPS povenelin 1996 was based on SUSENAS
data fielded in February 1996 (BPS, 1996), we thee the increase in national
consumption price index (CPI) from February 1996Atggust 1997 (the start of field
work of IFLS2) to adjust the poverty line 1996 imgoverty line 1997 and compare this
with monthly household expenditure per capita dated from IFLS2.

Results of poverty measurement in terms of ovenaldence, transition into and
out of poverty for the year 1993 to 1997 is desdilin Figure 12.1. Between those
years observed, the number of poor had increased 5.2% to 19.4%. As the
poverty rate had been on a declining trend in peviyears, this picture clearly showed
the initial impact of the economic crisis which rgta in August 1997 on poverty
incidence.

While the overall poverty incidence increased betw&993 and 1997, there was
also movement into and out of poverty. Of the 8¢ @ints non-poor in 1993, 11.6%
points had fall into poverty in 1997. Likewisetbe 15.2% points poor in 1993, 7.8%
points remained poor whereas the other 7.4% pexgenpoints had escaped poverty.
The transition poverty profile has shown that therdhcore poverty (chronic) had
decreased, while the majority of poverty were tiemsin nature (Figure 12.1).
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Table 12.1 Consumption per capita (Rp/month/person)
1993 1997

Urban Rural Total Urban Rural Total
All 95,43: 47,15: 69,35¢ 184,43 87,81 132,19:
North Sumatera 57943 47,91¢ 62,84. 121,96t 105,46! 114,25:
West Sumatera 93,95t¢ 63,62: 73,98¢ 139,21 96,58 111,15:
South Sumatera 111,87¢ 37,48t 66,39. 176,50: 87,90¢ 122,33(
Lampung 57,13 36,29( 40,05¢ 160,18 63,36¢ 80,86°
Jakarta 142,56 142,56 251,58 251,58:
West Java 110,11( 56,04! 80,78 261,04. 109,03: 178,39
Central Java 82,10: 42,74¢ 58,03! 164,44 82,10« 114,09:
Jogjakarta 83,48 53,54 71,77¢ 158,09. 185,66¢ 168,87
East Java 63,64: 37,79( 47,71¢ 107,64 60,83t 78,81:
Bali 89,33 65,28« 73,67¢ 161,53¢ 86,20( 112,48t
West Nusa 61,24t 41,53: 46,57 112,27¢ 68,08! 79,88
Tenggara
South Kalimantan 75,76: 51,42¢ 59,98: 131,53¢ 94,56. 107,55¢
South Sulawesi 57,51( 44,46¢ 49,68! 207,90¢ 62,52¢ 120,68(

Source: IFLS93 and IFLS97 (author’s calculation)

Figure 1. Flow Into and Out of Poverty from 1993 to 1997

1993

Non -Poor
(84.8% )

Poor (15.2% )

S

1997

Poor (11.6% )

Non -Poor
(73.2% )

| Non-Poor (7.4%)|

| Poor (7.8% )

|

T otal 1997

Non -Poor
(80.6% )

Poor (19.4% )
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EVIDENCE OF FACTORSAFFECTING CHRONIC AND TRANSIENT
POVERTY

Poverty incidence profiles for 1993 and 1997 byvproe, urban and rural areas of
Indonesia is presented in Table 12.2, with disagaien between the chronic and
transient poor. In general, the incidence of clo@overty is higher in rural areas than
urban, the same with transient poverty. This figdis consistent with study by Smeru
as well as from other developing countries as lonaplays a major part in the
opportunities available to households (McKay anavé@n, 2003). The incidence of
chronic poverty is much lower than that of transipoverty, for both urban and rural
sample and again a finding consistent with simgaudies for other developing
countries. How factors affecting chronic and transpoverty differ across urban and
rural samples is analyzed further by using the Maihial Logit model.
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Table 12.2 Number and Percentage of the Poor by Category Across Provinces
Never poor 1 period poor 2 period poor Total
(transient) (chronic)
Urban Rural Total Urban Rural Total Urban Rural alot Urban Rural Total

All 2,37¢ 2,52¢ 4,90(¢ 48¢ 77 1,26: 211 31 52: 3,071 3,61¢ 6,68¢
% 77.3 69.9 73.3 15.8 215 189 6.9 8.6 7.8 100.0 100.0 100.0
North Sumatera 20¢ 14: 351 2 61 10¢ 17 2( 12¢ 262 23( 49
% 79.4 62.2 71.3 16.0 29.1 22.2 4.6 8.7 26.2 100.0 100.0 119.7
West Sumatera 92 16¢ 25¢ 1z 3z 4t £ 1c 1€ 10¢ 21( 31¢
% 84.4 79.0 80.9 11.9 15.2 14.1 3.7 5.7 5.0 100.0 100.0 100.0
South Sumatera 1C 91 101 1z 5¢ 71 £ 4z 4¢ 2¢ 19z 21¢
% 38.5 474 46.3 46.2 30.7 32.6 15.4 21.9 21.1 100.0 100.0 100.0
Lampung 4 15¢ 197 £ 4s 4¢ i 14 1t 4 21z 26(
% 89.4 72.8 75.8 85 20.7 185 21 6.6 5.8 100.0 100.0 100.0
Jakarta 55¢ - 55¢ 52 - 52 1€ - 1€ 621 - 621
% 89.0 - 89.0 8.4 - 8.4 2.6 - 2.6 100.0 - 100.0
West Java 37 44¢ 821 6t 9] 15¢ 3t 2¢ 64 47% 56¢€ 1,041
% 789 78.8 789 13.7 16.1 15.0 7.4 5.1 6.1 100.0 100.0 100.0
Central Java 24(C 397 637 64 9: 157 2 3] 5¢ 331 521 85:
% 725 76.2 74.8 19.3 17.9 184 8.2 6.0 6.8 100.0 100.0 100.0
Jogjakarta 2( 13: 15: 4 2t 72 1€ 14 3( 8: 17z 25¢
% 24.1 77.3 60.0 56.6 14.5 28.2 19.3 81 11.8 100.0 100.0 100.0
East Java 23¢ 372 61( oc 162 25¢ 4¢ 72 122 37¢ 60¢ 987
% 62.8 61.2 61.8 24.5 26.6 258 12.7 12.2 124 100.0 100.0 100.0
Bali 8t 17: 25¢ 1i 2i 4s 1( ¢ 1¢ 11z 20¢ 321
% 75.9 82.8 80.4 15.2 12.9 13.7 89 4.3 59 100.0 100.0 100.0
West Nusa Tenggara 7L 19: 261 1¢ 6¢ 8i H 2¢ 3i 10(C 291 391
% 74.0 66.3 68.3 18.0 23.7 22.3 8.0 10.0 95 100.0 100.0 100.0
South Kalimantan 7¢ 13 21¢ 1€ 40 5¢ 3 1: 21 10z 19( 29:
% 76.7 721 73.7 155 21.1 19.1 7.8 6.8 7.2 100.0 100.0 100.0
South Sulawesi 77 12( 19 48 6¢ 111 22 2t 4 14: 21z 35¢
% 54.2 56.3 55.5 30.3 31.9 31.3 15.5 11.7 13.2 100.0 100.0 100.0
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Estimation results of the Poverty Status Multindnhiagit model and its ability to
predict the correct poverty status is presenteatierfollowing tables 3, 4 and 5. Table 3
summarizes the ability of the model to predict iahoverty status the household is
expected to be based on the model for urban arad haouseholds respectively. The
table shows the predicted versus the actual pogéatys for each poverty category. The
prediction results are “good”, with 78% of houselsohre predicted into the correct
poverty status category for the urban sample aaaddhresponding number for the rural
sample is 71%. The predictions are much bettethi®never poor and the transient poor
compared with the chronic poor. These results araparatively better than similar
studies for other developing countries such as thgrieeidir and McKay (2003).

Table 12.3 Predicted Poverty Satus Classification Based on the Multinomial Logit
Model

Predicted Poverty Categories - Urban Samples

Actual Poverty . TV\.IO
c . Never poor One period pooperioc Total
ategories

poor
Never poor 2,242 36 13 2,291
One period poor 396 48 16 460
Two period poor 133 41 19 193
Total 2,771 125 48 4249

Notes: Correct prediction for urban sample: 78.d&ent

Predicted Poverty Categories - Rural Samples

Actual Poverty Never poor  One period pooifwo period poor  Total

Categories

Never poor 2,402 74 17 2,49:
One period poor 648 95 23 76t
Two period poor 216 58 30 30«
Total 3,266 227 70 3,56:

Notes: Correct prediction for rural sample: 70.@2cent

The model attempts to explain the factors thatcatfaronic and transient poverty as
it relates to one of the following factors: humaapital of the household head,
household demographic characteristics, value ofsighy assets, and location. The
estimation is done separately for urban and ruemhme to highlight how the
explanatory variables affect household povertyustadifferently between the two
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samples.

For the urban households, education level of theséloold head is one of the
strongest determining factor that affect both tiemtsand chronic poverty. Other
studies generally supports the assertion that ase years of education decrease the
probability of being chronic and transient pddrSecondary and higher education of
the head matters more in reducing household’s gtitity of being poor. Education of
the head not only enables the household to moveobuahronic poverty, but would
cause the households to better able to weathesitwanshocks.

On the demographic variables, increased number afsé¢hold members is
positively associated with the transient and clogaverty, with the effect is stronger
on transient poverty. Additionally, the presenéeyaung children (less than 6 years
old), and older adults (more than 55 years old)reases the probability of a
household’s being chronic poor. This finding ieeliwith that found for Chin&.

Lack of asset holdings is found to be one of thengry determinant of chronic
poverty, and transient poverty as it relates to d@hdity of households to weather
“economic shocks”. The findings from urban samdlL model supports this widely
held assertion. The result also shows that thecefé stronger for the chronic poor
case. In this case, the asset holdings varialdenbtbeen disaggregated further into
asset categories, whether produced assets su@mndslivestock, other asset such as
house, etc. Although the quality of assets holtbissidered to be as important, the data
in this study preclude such more detail analysis.

In terms of location, as the omitted category leadi@, it appears that being in other
location contributed to a household’s higher praliigiof being poor. The exception if
for those residing in Sumatera.

All of the above results more or less broadly samifor the rural sample with
several notable exception. Dependency burden efhibuseholds seems to play a
stronger effect on the probability of a rural hdudd's fall into either transient or
chronic poor. This observation is supported byrtegative effect household size plays
on both type of poverty, and is especially releanthouseholds with large number of
young children. There is one caveat, howeverniarpreting this observation for the
rural agriculture households. Larger householdybmabeneficial for this type of
households especially in times of labor shortages sis in harvesting periods (McKay
and Lawson, 2003).
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Table 12.4 Estimation Results of the Multinomial Logit Model for the Urban Sample

Urban Sample Transient poor Chronic poor
coef. s.e. m.e. coef. s.e. m.e.
Household head characteristic
Age 0.008 0.006 0.001 0.008 0.009 0.000
Sex (1=male, O=female) 0.393.275 0.036 0.871 0.445* 0.015
Marital Status (1=married, O=unmarried) -0.567267**  -0.065 -0.955 0.423** -0.027
Education level
Elementary school -0.640.174** -0.064 -0.822 0.241*** -0.016
Junior Secondary School -1.1131222**  -0.088 -1.762 0.356*** -0.024
Senior Secondary School or higher -2.28243** -0.174 -3.504 0.485*** -0.054
Demographic characteristics
Household size 0.21@.036***  0.022 0.265 0.053***  0.005
Number of children less than 6 years old 0.03690 0.003 0.259 0.128**  0.006
Number of children between 6 and 15 years old  $.0963 -0.006 0.053 0.091 0.001
Number of grandchildren -0.018.079 -0.002 -0.007 0.103 0.000
Number of adult more than 55 years old 0.13400 0.015 0.344 0.143*  0.007
Log of asset per capita -0.221.030***  -0.022 -0.354 0.044*+* -0.007
Location
North Sumatera 0.709.241**  0.088 0.783 0.487 0.020
West Sumatera 0.190.363 0.022 0.257 0.710 0.006
South Sumatera 0.190.360 0.021 0.439 0.699 0.011
Lampung -0.340 0.571 -0.031 -0.531 1.102 -0.009
West Java 0.655 0.218***  0.070 1.690 0.390***  0.065
Central Java 0.91».225**  0.110 1.680 0.407** 0.065
Jogjakarta 1.172 0.240***  0.154 1.806 0.451** 0.071
East Java 1.567 0.211*** 0.196 2.771 0.383***  0.148
Bali 0.730 0.327**  0.079 1.823 0.498**  0.087
West Nusa Tenggara 0.663327*  0.075 1.500 0.520***  0.062
South Kalimantan 0.74®.340**  0.083 1.756 0.532***  0.081
South Sulawesi 1.79490.264**  0.243 2.858 0.434*** (0.168
Constant 0.224 0.520 -0.306 0.794
Number of observation 2944
Pseudo R2 0.190
Note:

Never poor is the comparison group

Coef = coefficient of the multinomial logit model

s.e. = standard error

m.e. = marginal effect

***) Significant at 1%; **) Significant at 5%; *) §nificant at 10%
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Table 12.5 Estimation Results of the Multinomial Logit Model for the Rural Sample

Rural Sample Transient poor Chronic poor
coef. s.e. m.e.  coef. s.e. m.e.
Household head characteristic
Age 0.005 0.005 0.001 0.0150.007** 0.001
Sex (1=male, O=female) 0.13R211 0.020 0.1850.331 0.007
Marital Status (1=married, O=unmarried) -0.42213** -0.069 -0.4230.336 -0.017
Education level
Elementary school -0.330.110*** -0.050-0.4220.159*** -0.017
Junior Secondary School -0.68r196*** -0.085-1.966 0.450*** -0.049
Senior Secondary School or higher -1.821249**  -0.169 -2.2630.490*** -0.053
Demographic characteristics
Household size 0.208.038***  0.030 0.2940.055*** 0.012
Number of children less than 6 years old 0.18671* 0.018 0.3770.099*** 0.017
Number of children between 6 and 15 years €d99 0.058* -0.016 -0.0470.083 -0.001
Number of grandchildren 0.108.074 0.017-0.0140.097 -0.002
Number of adult more than 55 years old 0.18@84** 0.027 0.2650.123** 0.011
Log of asset per capita -0.2@€B8030*** -0.038-0.4610.043*** -0.020
Location
North Sumatera 0.960.204***  0.172 0.9050.343*** 0.039
West Sumatera 0.088.244 0.009 0.3660.405 0.020
South Sumatera 1.236.216*** 0.172 2.1370.300*** 0.171
Lampung 0.4320.215**  0.069 0.5670.366 0.027
Central Java 0.210.172 0.030 0.4040.294 0.020
Jogjakarta 0.178.260 0.011 1.0860.380*** 0.079
East Java 0.909.158*** 0.132 1.6050.256*** 0.102
Bali 0.156 0.249 0.018 0.5800.419 0.033
West Nusa Tenggara 0.512194**  0.087 0.9450.301*** 0.053
South Kalimantan 0.570.228** 0.090 0.8620.374** 0.047
South Sulawesi 1.030.203*** 0.172 1.3450.322*** 0.076
Constant 1.116).459** 1.166 0.666*
Number of observation 3563
Pseudo R2 0.132

Note:

Never poor is the comparison group

Coef = coefficient of the multinomial logit model

s.e. = standard error

m.e. = marginal effect

***) Significant at 1%; **) Significant at 5%; *) §nificant at 10%

CONCLUDING REMARKS

Results as presented in this paper is still inviesy preliminary stage. Further
refinement is needed in terms of variable disaggfieg especially as it relates to
variables that represent assets holdings. Tymeaipation of the household head and
other household members is also of relevancea@itexplain the ability of households



12 ARMIDA S. ALISJAHBANA AND ARIEF ANSHORYYUSUF

to move out of poverty or weather any temporaryckeo While many of the factors
that affect transient and chronic poverty are thmes several are certainly different.
Further analysis is needed to disentangle how dactor relates to the poverty
transition as some households have made it otheopoverty condition, while some
have not succeeded and some other even have muedtie poverty situation.

A more ideal approach, which is clearly beyond #Hmepe of this paper, is to
combine the quantitative poverty dynamics studyhsiibjective information to obtain
more insights into households’ poverty transitiGtear policy implication will emerge
from results of such refined analysis as policiesalleviate the chronic poor will
substantially be different than for those who asrgmally poor.
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APPENDIX

Table A1 Summary Satistics

Urban Sample

Rural Sample

Mean Std. Dev Mean Std. Dev
Household head characteristic
Age 45.09. 13.56¢ 46.08: 14.24¢
Sex (1=male, O=female) 0.85: 0.35¢ 0.85( 0.357
Marital Status (1=married, O=unmarried) 0.83¢ 0.36 0.85: 0.35¢
Education level
Elementary school 0.43€ 0.49¢€ 0.567 0.49¢
Junior Secondary School 163 0.37C 0.08C 0.271
Senior Secondary School or higher 0.294 0.45€ 0.092 0.28¢
Demographic characteristics
Household size 4.88¢ 2.24¢ 451t 2.01¢
Number of children less than 6 years old 0.552 0.743 0.63¢ 0.80¢
Number of children between 6 and 15 years 1.02¢ 1.13: 1.04: 1.10:
old
Number of grandchildren 0.23¢ 0.752 0.23¢ 0.67¢
Number of adult more than 55 years ole 0.4220.67¢ 0.46¢ 0.70¢
log of asset per capita

13.85¢ 2.03C 13.45t 1.635
Location
North Sumatera 0.08¢ 0.27¢ 0.06¢4 0.24¢
West Sumatera 0.03¢ 0.18¢ 0.6 0.23!
South Sumatera 0.04: 0.19¢ 0.05: 0.22¢
Lampung 0.01¢ 0.12( 0.06( 0.23i
Jakarta 0.20z2 0.40z2 - -
West Java 0.15¢ 0.36: 0.56 0.36:
Central Java 0.10¢ 0.30¢ 0.14¢« 0.35!
Jogjakarta 0.08¢ 0.28¢ 0.04¢ 0.21¢
East Java 0.12¢ 0.33( 0.16¢ 0.37¢
Bali 0.03¢ 0.19: 0.05¢ 0.23
West Nusa Tenggara 0.03: 0.17¢ 0.08: 0.27:
South Kalimantan 0.03¢ 0.18: 0.052 0.22:
South Sulawesi 0.04¢ 0.20¢ 0.06( 0.23i
Number of observation 2,944 3,56
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NOTES

10.

11.

Based on McKay and Lawson, 2003.

With the availability of the Indonesian Family Lifeurvey (IFLS), which at the present time is
available to the public for two waves, the 1993 4887. For further description of the IFLS data ,
see the next sub-section of this paper.

In the components approach, if the permanent caemgoof a household’s living standard is below
the poverty line, then it is considered to be podrhe issue lies in the method by which the
permanent and transitory component of income oswmption is identified. The existing literature
suggests a method of using the predictions of aessgpn model taking into account household
characteristics.

Rand and Pusat Penelitian Kependudukan dan Kehijakajah Mada University carried out the
third IFLS in 2000 in which they reinterviewed th@me households so as to obtain panel data. The
year 2000 data sets are supposed to be reledse public soon. For a complete description of the
IFLS dataset, se@ww.rand.org

The provinces covered in this survey are: North Saraa West Sumatera, Lampung, South
Sumatera, DKI Jakarta, West Java, Central Java, Jodyakarta, East Java, Bali, West Nusa
Tenggara, South Kalimantan and South Sulawesi.

The 1997 data may already capture the initial impa¢he economic crisis. A smaller scale special
IFLS survey to fielded in late 1998 to assess theairhof the crisis of households’ socioeconomic
conditions. The third wave IFLS was fielded in 2086d is still in progress of its completion for
public release.

Household consumption expenditures comprise of@lkumption expenses including consumption
of own produced and housing expenditures.

Some household could not report their imputed r@md, this make us have to estimate them by using
the average proportion of housing expenditure tatatt household expenditure.

The figure for 1993 is slightly higher compared witle one published by BPS. This maybe due to
differences in data coverage between IFLS and SUSENAich case IFLS samples only covered
13 provinces. Other potential source of discrepamay be due to the imputation of housing
expenditures for households in the IFLS that hadsimis values. We imputed the housing
expenditures by computing housing expenditurgseasentage of total household expenditures and
then use the figure to multiply it with total hobséd expenditures to arrive at the imputed housing
expenditures.

For example: in Pakistan (Adam and Jane, 1995)jraRéru (Campa & Webb, 1999) as cited in
McKay and Lawson, 2003.

Jalan and Ravallion (1999 and 2000) as cited in dc&nd Lawson, 2003.





