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Inclusive Growth in Selected Central European Countries®

Tomas DOMONKOS — Filip OSTRIH®

Abstract

This research aims to investigate inclusive growmtlsix selected Central
European countries (Austria, Germany, and the dntides) during the years
2006 — 2012. We have relied on the assumptionpgf@poor growth, accord-
ing to its absolute definition, is in line with tliefinition of inclusive growth
(World Bank, 2009). To investigate pro-poor growthe poverty equivalent
growth rate methodology proposed by Kakwani et(2004 and 2008) has
been applied. Pro-poor growth has been analyzewmliog to its absolute,
relative and poverty reducing definitions. The fdesghow that the selected
countries experienced positive economic growth aqmamied by absolute pro-
-poor growth throughout the time range analyzed,ibwnly few time periods,
and not for all of the poverty measures applied.

Keywords: inclusive growth in Central Europe, poverty, prospogrowth,
PEGR

JEL Classification: 132, O47

Introduction

Inclusive growth as a pillar of thHeurope 2020strategy has become, in the
past few years, an intensively discussed issuenéts targets are an employ-
ment rate over 75% for that part of the populatiged 25 — 64 and a decrease in
the population at risk of poverty by 25% by thery2@20 (European Commis-
sion, 2010). Achieving these goals is importantdibstrata of European society.
We aim to contribute to the current discussion bgwaering the question how
economic growth has so far affected the incomeibigton of populations in
selected Central European countries (particulatigtAa, the Czech Republic,
Germany, Hungary, Poland, and the Slovak Repullic)his research we rely
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on the assumption that inclusive growth is in kmgh pro-poor growth accord-
ing to an absolute definition (World Bank, 2009)eWse the methodology of
measuring pro-poor growth callgmbverty equivalent growth rattPEGR) de-

veloped by Kakwani, Kandker and Son (2004) and Kakwand Son (2008).
The robustness of the results was checked by dewngldsrowth Incidence

Curves(GIC) and the robustness check for the selectfdhe poverty line was

carried out by computingoverty Incidence Curve@®IC) for first, second and
third order stochastic dominances.

This paper is composed of four parts. At the beigiop a literature review is
presented. Then we continue with a descriptiorhefdata and the methodology
applied. After that, the results are presenteddisclissed. The last part is dedi-
cated to conclusions.

Literature Review

Economic poverty has been subject to researciméwe than a centuyThe
most common way of expressing poverty for policgd asonomic analysis is by
using aggregated measures. In general, aggregatetty measures are usually
a function of income or expenditure and the povdirtg. One of the first
measures explaining the economic definition of piwis called the Watts index
(Watts, 1968). The Watts index is a distributionsittve measure that satisfies
the focus, monotonicity and transfer axioms (Haaghand Khandker, 2008).
Another important poverty measure called the Sdexnwas developed by Sen
(1976)? This measure was derived according to an axionagiicoach proposed
by Sen, which was later followed by many scholahemvderiving new poverty
measures. The Sen index also satisfies the momdioaxiom and the transfer
axiom? The main drawback of the Sen index is that itds additively decom-
posablé but is multiplicatively decomposed (Xu and Osb@@Q1).

Other frequently used poverty measures are theldéeat index (HI), Poverty
gap index (PGI) and the Severity of poverty ind8®l). These three measures
belong to the Foster-Greer-Thorbecke (FGT) clagsowkrty measures (Foster,
Greer and Thorbecke, 1984). These indicators sgeudt of a parametric function

2 The history of poverty and the poverty line iscdissed in Gillie (1996).

3 The Sen index was later generalized by Kakwan8@)9There is also a modification of the
Sen index called Sen-Shorrocks-Thon index (Haught@ahKhandker, 2008).

* The monotonicity axiom and the transfer axiom@isgussed in Sen (1976) and in Kakwani
(1980).

5 An additively decomposable poverty measure acogrdo Foster, Greer and Thorbecke
(1984) is "a weighted average of the subgroup ppvevels".
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where aversion to poverty is expressed by the vafube parameter. Further-
more, each of these indicators is additively deamsaple, which allows the
analysis of poverty in selected subgroups.

According to Haughton and Khandker (2008) thed ipopular index which
has an intuitive explanation, but it is not ableexplain the changes in inequality
among the population below the poverty line. Thel B&resses the average
percentage fall of the poor below the poverty li@entrary to the HI, the PGI
measures the depth of poverty, but it does not itatkeaccount the numbers of
the poor and the changes in the income distribuimiong the poor. The SPI
gives a higher weight to the poorest strata okthwety and thus it is sensitive to
the depth and severity of poverty. This index issge/e to the distributional
changes among the pdoEach particular indicator discussed above hasicert
strengths and weaknesses, thus, in order to acquitemprehensive picture
about poverty, it is advisable not to rely exclesyvon one particular measure,
but rather utilize information from a broader sét@t simultaneously.

Later, the attention of researchers focused orralaionship between eco-
nomic growth and its impact on poverty. RavalliamdaChen (2003) defined
a measure of pro-poor growtiThey set out to answer the question of how the
change in aggregate income is distributed througloudiety compared to an
initial income, i.e. can economic growth be consedeas pro-poor? Their meas-
ure is derived by using the Watts index and sheattsfy two axioms. The first
axiom assumes that an increase (decrease) in tipopr growth measure
should imply a decrease (increase) in poverty. §¢wond axiom assumes that
this measure satisfies the focus, monotonicity madsfer axioms and is addi-
tively decomposable.

Later Kakwani, Kandker and Son (2004) and Kakveard Son (2008) propo-
sed an aggregated measurement of pro-poor growdd ;2EGR which reflects
the impact of growth and how this growth is digttdd among all of society.
The PEGR is further defined as a monotonically givemfunction of poverty.
Thus, the maximum reduction in poverty is achiewdn the PEGR is maxim-
ized. Kakwani, Kandker and Son (2004) and Kakwamd &on (2008) discuss
three different definitions of pro-poor growth aodiog to which they developed
different PEGR indices.

The first one is the relative concept of pro-pgoswth, when the poor gain
proportionally more than the non-poor from growilhe second is the absolute

5 The SPI satisfies the focus, monotonicity and dfenaxioms (Zheng, 1997; and Foster,
Greer and Thorbecke, 1984).

" Pro-poor growth is also discussed in DFID (2004).
8 When poverty decreases (increases) the PEGR iesrédecreases).
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definition of pro-poor growth, which assumes, teg poor gain absolutely more
than the non-poor from the growth. The last dabnitassumes growth is pro-
-poor in those cases where it reduces the leveboérty.

Analyses of poverty in Central European post-comigtucountries have
not had a long tradition. The existence of povédntyore 1989 was not even
acknowledged because it was in conflict with theiadigy principle of the
communist ideology (BartoSova and Zelinsky, 20T3)ese authors analyzed
the extent of poverty in the Czech and Slovak Régsitby using the general
FGT poverty measures. They showed, based on EUSda€ from 2005 to
2007, that poverty was higher in Slovakia thanhHa Czech Republic. They
also showed that differences between Czech andallbouseholds have de-
creased over time and we may expect to see comeega their financial
situations.

Madden (2013) applied the methodology of GIC for time period 2003 —
2011 using EU-SILC data for Ireland. First the di€&ween 2003 and 2011 is
analyzed and then this period is split into twosaguent sub-periods, namely
the pre-crisis period of economic boom from 2002@07 and the crisis period
of economic recession from 2008 to 2011. Furtheemntire PEGR is calculated
as a summary measure of pro-poor growth for theegamre periods for the Hl,
PGI and SPI. The results show that growth in Ir@ltended to be, in general,
pro-poor, except the second sub-period accorditige&GPl PEGR measure.

Raziye and Fahriye (2013) provided empirical ewaie of the pro-poor
growth nature of economic growth in Turkey in thesp2001 crisis period by
using the PEGR methodology. They split the analysed period into two sub-
periods of 2003 — 2007 and 2007 — 2009. The reshltsved that growth was
pro-poor only for the time period 2006 — 2007.

In the case of Slovakia, Domonkos, JanoSova anmdhOss (2013) analyzed
inclusive growth for the years 2004 — 2009. Thegcdssed the definition of
inclusive growth and used the approximation ofusale growth by the concept
of absolute pro-poor growth. Then they provideceapirical analysis of inclu-
sive growth in Slovakia based on EU-SILC data. fifethod used was based on
the PEGR proposed by Kakwani and Son (2008). Tlaeyecto the conclusion
that high economic growth experienced in the preisciperiod in Slovakia did
not have any positive impact on the fairness obiine distribution and the size
of the population at risk of poverty.

9 European Union Statistics on Income and Living Goos.

10 Other notable studies include Brzezinski (2011@ 2011b) analyzing pro-poor growth in
Poland, Kahanec et al. (2012) providing an exteneierview of growing inequalities in the Czech
Republic and in the Slovak Republic, Pauhofova andilk (2014) discussing regional income
stratification in Slovakia, and CASE (2004) discngspro-poor growth policies for Romania.



885

Data and Methodology

The initial assumption this research relies oth& according to the World
Bank (2009), inclusive growthis in line with the pro-poor growth according to
an absolute definition. We determine pro-poor glowtcording to absolute,
relative and poverty reducing concepts. We follbis procedure since we want to
provide a comprehensive overview of the developnwnipro-poor growth
among the six selected Central European countfiesr of the six countries
surveyed are the so-called V4 countries which biong to the group of post-
-communist European countries. In these countriegpor growth is vital, be-
cause it helps to decrease the unequal distribatidncome which developed
during the transition period. The analysis is fartaxtended by including Germa-
ny and Austria which are at different stages ofneooic development and both
are in stable economic and social situations. Tdtalthse used in this research
draws from the EU-SILC micro-data for the period26006 — 2012 published by
Eurostat. As a welfare indicator and approximatadneconomic growth, the
mean equalized disposable income of housetfalding 2005 prices was us€d.
We also applied cross-sectional weights attachedetdiousehold$in the calcu-
lations. The poverty line was determined as 60%®fmedian national equalized
disposable income published by the Eurostat.

The calculation of the FGT class of poverty meeasuparticularly the Hl,
PGI and SPI were carried out by the approach stegéy Eurostat and by that
presented in Haughton and Khandker (2008). Thediffce, compared to Euro-
stat methodology, resides in using the househotdss sectional weights augment-
ed by the number of household members, insteakdeoadjusted cross sectional
weights® used by Eurostat. The differences on the levehioél decimal were
caused by the fact that we included all the obgiemng available in the EU-SILC
database, except negative values. Eurostat adjustaeights of observations
which have missing data for any of the dimensiep®rted, thus, not all particular
households are included in their computatitns.

" Inclusive growth is discussed by Ali and Son (2007UNCTAD (2012).
12 The equivalised disposable income of householdieristed as HX090 in the EU-SILC database.

13 Negative observations were excluded from the sarapd the disposable income of the
sample was deflated by Harmonized Consumer PricexInith base year 2005.

4 The cross-sectional weights of households aretddras DB090 in the EU-SILC database.

15 We were not able to use the adjusted cross settieeights (marked as RB050a in the
Eurostat methodology) due to the fact that theyewwest included in the available version of the
EU-SILC database.

18 For further information see Eurostat methodologgilable at: <http://ec.europa.eu/eurostat/
statistics-explained/index.php/EU_statistics_onoime_and_living_conditions_%28EU-
SILC%?29_methodology - Europe_2020_target_on_povanty_social_exclusion>.
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The calculation relies on the PEGR concept anchoaetiogy proposed by
Kakwani, Kandker and Son (2004) and Kakwani and @®98)!’ This PEGR
framework assumes an arbitrary poverty meagure

z
0=[P(z % f(§ o> (1)
0
where
f(X) — an income distribution density function,
P(z,xX) — a homogeneous function which evaluates thaahgtoverty of a given
household,

X — the income of the individual or household,
z — the poverty line.

Based on the particular form B{z X) in the relation (1), a particular poverty
measure can be obtained. Kakwani, Kandker and @4} and Kakwani and
Son (2008) devised an approach to estimate thessagevariables as follows:

« The growth elasticity of poverty as
Esz(ln[e(z, %) |-in[6( 2 xﬂ) % @)
« The growth rate of mean income

y=In(1,)=In(w) (3)

« The neutral relative growth elasticity of poverty
/}z{ln[e(z, ,uzklyl)}—ln[e( 4 ~)g)}+|n[¢9( z~x)}— In[e( 7 2x/,uz)]} 1% (4)

« The percentage change in poverty, caused by chamgesome distribution
accompanied by the growth process

Ez{ln[e(z, wie ) |-n[0(z %) |+ inf0(z %) |-1o(z, ﬂzil/ulﬂ} 1% (5)

» The relative pro-poor growth index

¢:

SRR

(6)

17 All of the notations and symbols used, as wellhesmeanings of various indices and rates,
are explained in Kakwani, Kandker and Son (2004) Kakwani and Son (2008), therefore we

consider restating them at this juncture to be Slymeis. We only describe in detail the procedure
used for the evaluation of the pro-poor growth gratt
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» The PEGR
y =oy (7)
» The neutral absolute growth elasticity of poverty
7 :[ln[e(z, to+ =) |- 6 2 ¥ [+ in ¢ 2 A |- zgl+”2>eu2)]} 1% (8)
» The absolute pro-poor growth index
3
;7*

¢ = 9)
« And finally the condition to distinguish pro-poorogvth in the absolute

sense. Economic growth is considered pro-poor in the absolute sensdeif t
following condition is satisfied:

y >y[1+(¢-¢)] (10)

After determining the PEGR index according to éique(7), the poverty
reducing pro-poor growth can be evaluated. In cagese the PEGR is greater
than zero, the poverty reducing pro-poor growthdition is met. When as-
sessing the relative pro-poor growth condition, BiEGR index is compared
to the actual economic growth rate. If the PEGRynsater (lower) than the
economic growth we experience (do not experienekgtive pro-poor growth.
Finally, the absolute pro-poor growth conditionsiisfied (violated) when the
PEGR index is greater (lower) than the right haidé ®f the relation (10). If
economic growth was absolutely pro-poor, then iswansidered inclusive.
According to Kakwani and Son (2008) poverty redggimo-poor growth is, in
the case of negative economic growth, the strondesinition of pro-poor
growth and, in the case of positive economic growlik weakest definition of
pro-poor growth. The absolute definition is in tb&se of positive economic
growth, the strongest definition of pro-poor grovetid in case if economic loss
it is the weakest definition.

We do recognize that there are more aspects tadheept of inclusive
growth (see e.g. Klasen, 2010) and that incomedeeln just one of them, but
for the sake of simplicity and consistency in trenfework used, we disregard
from them. The robustness of the results was chiebiedeveloping GIC pro-
posed by Ravallion and Chen (2003). The GIC isrdeteed by inverting the
cumulative distribution function of inconfe(x) at thep™ percentile.

x(p)=F*(p) (11)
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GIC is then defined as follows:

- x(p 1 (12)
(P X(P)

The GIC allows us to compare the growth of thenrisaome in each percen-
tile to the growth of the mean income or mediamine of the entire sample. If the
growth of the mean income of a particular percergxceeds the sample’s mean
income growth, then the particular percentile af ffopulation benefited from
growth to a greater extent than the mean. In cakese the growth of the mean
income of a particular percentile falls below theam income growth, then the
percentile benefited less from the economic grotlwin the mean. In general,
growth is considered to be pro-poor when the postrata of the society benefit
from growth to a greater extent than the richetatof society — in such cases the
GIC has a monotonically decreasing pattern. Thelteesf the GIC for each par-
ticular country from the sample are presented ipelglix A.

Furthermore, the robustness check of the selectiathe poverty line was
carried out by determining the PIC for first, se#and third order stochastic
dominance according to Haughton and Khandker (2008)

Results and Discussion

Based on the result for the HI presented in Figuréhe development of
long-term poverty is rather divergent in the cowestranalyzed. Poverty, ac-
cording to the HI, was above 16.7% in Poland intladl time periods. In this
country, the HI tended to decrease from 2006 @GD& After the beginning of
the crisis from 2009, the HI changed its decreagiath to an increasing one
by 2011. Germany shows a very stable increasingldpment in terms of
its HI which was around 12.3% in 2006 and slightlyer than 16% in 2012.
The HI in Hungary sharply decreased from 15.6% 28% in the first time
period examined. After that, from 2007 till 2010 fluctuated slightly above
12.3%. Then an increase can be detected which @&84lin 2011 and 14%
in 2012. In the case of Austria, the HI increaseofits 12.6% level in 2006
to 15.2% in 2008. A notable decrease from 14.9%3®% of HI happened
between 2010 and 2011 which was followed by a nmetdencrease to 14.4%
in 2012. The reported HI in Slovakia decreased betwthe years 2006
and 2007 from 11.6% to 10.4%. This initial decreass followed by a stable
increasing development throughout the years 20R@12. Poverty reported in
the Czech Republic fluctuated throughout the pegrdmined between 8.5%
and 10%.
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Figure 1

Headcount Index
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Source:Authors’ calculations based on EU-SILC data.

The PGI (Fig. 2) measure is used to express thih dé poverty and, contrary
to the HI, does not take into consideration the lmemof poor people. The results
obtained show similar developments in most of iheetperiods analyzed in
comparison to the HI presented above. Poland seehasse its PGI fluctuating in
the range from 0.056 till 0.045. The PGI in Germamgyreased in the first time
period. Subsequently, over the 2007 — 2012 peiidths a rather stable devel-
opment within the range 0.037 to 0.04. In the adskustria, a very large varia-
tion of the results can be seen. The lowest leVBI& was around 0.03, and the
highest around 0.045. The development of PGI indduy shows a similar de-
velopment as for the HI. It decreased from the firse period till 2010, and from
2011 up to the end of the time period examinedgeapsincrease was reported.
The PGI in Slovakia varied in the range 0.026 @8@. It decreased in the first
and the last time periods, and increased over ¢laesy2007 — 2011. A similar
development of PGI in comparison with HI is repdrter the Czech Republic.

The conclusions drawn from the HI and PGI areigifrtconfirmed by the
results of the SPI (Fig. 3). In Slovakia, the SRbws an increasing path from
2007 till 2011. Subsequently a moderate decreaseebra 2011 and 2012 can be
detected, indicating that poverty was becoming nsesere, i.e. the poor became
even poorer. The SPI of Austria has a very sinpith compared with the PGI.
The SPI confirms the stable development of povertthe Czech Republic ac-
cording to the HI and PGI results. The developnmainthe SPI in Hungary,
Germany and Poland copied the path shown by thanHithe PGI in most of the
time periods. In the case of Poland, the increfisheoSPI after the 2009 crisis
period was steeper than the PGI and HlI, thus, ribis @ffected the poorest strata
of the society to a greater extent.
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Figure 2
Poverty Gap Index
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Figure 3

Severity of Poverty Index
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The results from the FGT measures used are somewtaising, especially
that three of the post-communist convergence ciasitwhere the living stand-
ard is more modest than in Western Europe, haverloglative poverty indices
than Germany and Austria. On the other hand, Pdtasdon average, the high-
est FGT poverty rates from the V4 countries, clmser exceeding the rates of
Germany and Austria. One would expect that thesttiam countries would have
faced higher relative poverty than the non-traositountries. This is caused by
the relative and country-specific approach usectnaime poverty line is deter-
mined. One may argue, that the line should beaairding to the environment
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in which an individual lives and to which he comgmhis well-being. However,
this seems to be a biased approach for EU crosstsgooomparisons that can
make antipoverty policy-making at the EU level idifit.® Since our intention

is not a cross-country comparison, we can relyhis rmethodology developed
by Eurostat in our subsequent calculatibhs.

To get a deeper insight into the development okpy, we performed a ro-
bustness check on the analyzed FGT class of ponersures against the selec-
tion of the poverty line (Table 1). In the caseRafland, only two time periods
were robust for all three poverty measures. Slavakid the Czech Republic did
not have robust FGT poverty measures at all inddrthe years analyzed. There
are a few time periods for Germany, Austria and déuy where the results can be
considered as robust, but not for all three povexices. The results showed that
the poverty measures used are rather sensitiveeteeiection of the poverty line,
and thus, this should be taken into consideratitvenwconclusions are drawn
about the development of poverty according to only selected poverty line.

Table 1
Poverty Incidence Curve Summary Results

2006 — | 2007 —| 2008 2009+ 2010} - 2011-
2007 2008 2009 2010 2011 2012

First order stochastic dominance| No No No No No No
Austria | Second order stochastic dominary  No No No Increase Decreas§ No
Third order stochastic dominancq Decreasq Increasg  No Increaseg Decreas§ No
First order stochastic dominance| No No No No No No
gzgﬁglic Sepond order stochgstic dqminar No No No No No No
Third order stochastic dominancd  No No No No No No
First order stochastic dominance No No No No Increasg No
Germany| Second order stochastic dominal No No No |Decreasq Increase Decrease
Third order stochastic dominancd  No Decreas§ No Decreasq Increase Decrease
First order stochastic dominance No No Decreasq Increase No No

Hungary | Second order stochastic domina No |Decreasq Decreasq Increasg No Increase
Third order stochastic dominancq Decreas¢ Decreasq Decreasq Increasg  No Increase

First order stochastic dominance| No No Decreasq Increasg No No

Poland | Second order stochastic dominary  No No Decreasq Increase  No No
Third order stochastic dominancd  No No Decreasq Increasg No No

lovak First order stochastic dominance| No No No No No No
Sggjblic Sepond order stochgstic dqmina No No No No No No
Third order stochastic dominancd  No No No No No No

Note: Increases in poverty are shown as light gray amedsdecreases in poverty are shown as dark geag.ar
“No” means that it is not possible to conclude ieetpoverty increased or decreased regardleselbetion
of the poverty line.

Source:Authors’ calculations based on EU-SILC data.

18 The construction of poverty lines is discusseHamghton and Khandker (2008).

19 Different approaches to analyzing poverty acrossmtries may be carried out by the com-
parison of the poverty line based on the PurchaBowger Standards (Eurostat, 2015).
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While the evolution of the FGT class of povertyasares over time provided
an idea about the development of poverty in eacticpéar country, the infor-
mation provided was, nevertheless, insufficienageess whether economic per-
formance was pro-poor or not in any given coun8ych evaluations can be
made with the computed PEGR measures, which wenenemated for each
country and each particular poverty measure. Thelteof the assessments for
each examined country are presented over Table3 2 t

Table 2
Patterns of Pro-poor Growth in Austria
2006 — | 2007 — | 2008 — |2009 - |2010- |2011-
2007 2008 2009 2010 2011 2012
Headcount | Relative pro-poor growth Yes No No No Yes Yes
Absolute pro-poor growth No No No No Yes Yes
Poverty reducting pro-poor
growth Yes No Yes No Yes No
Poverty gap | Relative pro-poor growth No No No No Yes No
Absolute pro-poor growth No No No No Yes Yes
Poverty reduction pro-poor
growth Yes No No No Yes No
Severity of | Relative pro-poor growth Yes No No No Yes No
poverty Absolute pro-poor growth No No No No Yes No
Poverty reduction pro-poor
growth Yes No No No Yes No

Note: Sub-period of economic loss is shown as light graa.
Source:Authors’ calculations based on EU-SILC data.

Table 3
Patterns of Pro-poor Growth in Czech Republic
2006 — | 2007 — | 2008 — |2009 - |2010- |2011-
2007 2008 2009 2010 2011 2012
Headcount | Relative pro-poor growth No No No Yes No Yes
Absolute pro-poor growth No No No Yes No No
Poverty reducing pro-poor
growth Yes Yes Yes No No Yes
Poverty gap | Relative pro-poor growth No No No Yes No Yes
Absolute pro-poor growth No No No Yes No No
Poverty reduction pro-poor
growth No Yes Yes No No Yes
Severity of | Relative pro-poor growth No No No Yes No Yes
poverty Absolute pro-poor growth No No No Yes No Yes
Poverty reduction pro-poor
growth No No Yes No No Yes

Note: Sub-period of economic loss is shown as light graa.
Source Authors’ calculations based on EU-SILC data.

In the case of Austria, there are no clear signsamme growth which favors
the poor, in any of the time periods examined. §hb-period 2010 — 2011
showed signs of pro-poor growth for all three imdicbut this was a period of
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economic loss. Certain signs of pro-poor growth lsamoticed according to the
HI and PGl for the period of economic loss 2012042, but not for all three pro-
-poor growth concepts in the same time and notfothree particular poverty
measures. Positive results can be seen in theageweht of the HI, PGl and SPI
for the period 2006 — 2007 for which poverty redggpro-poor growth is report-
ed, regardless of the type of poverty measure usatirelative pro-poor growth
is apparent for the HI and SPI. According to theseilts, it seems that economic
growth in Austria was not purely inclusive for amfythe time periods analyzed.

A slightly different development was depicted e tobtained results of
PEGR for the Czech Republic. Firstly, the amountcbnomic growth (loss)
periods which reduce poverty is equal to the numifenon-reducing ones.
However, this reduction is negligible comparedhe thange in mean income
and, therefore, leads to situations where growttoispro-poor, either in an ab-
solute or relative sense. The only exception issiie-period 2009 — 2010 for
which the conditions for pro-poor growth in rel&iand absolute senses were
met for every poverty measure. To be thorougls itriportant to note that this
change is a sub-period of income loss rather thiawty, since the average in-
come fell between the years 2009 and 2010 whichpnatsably the aftermath of
the economic recession and was also evident far dflentral European coun-
tries. This means that the distribution of loss wlkawved towards the richer stra
ta of society and the poor shared this loss tosseleextent. It is important to
bear in mind that in times of economic loss, poveeducing pro-poor growth is
the strongest assumption of pro-poor growth. Primmisesults were reported
also for the sub-period 2011 — 2012, when poveztiucing and relative pro-
-poor growth was apparent, regardless of the ppvedasure applied. Unfortu-
nately the condition of absolute pro-poor growtrsweet only for SPI.

Table 4
Patterns of Pro-poor Growth in Germany
2006 — | 2007 — | 2008 — | 2009 — |2010- |2011-
2007 2008 2009 2010 2011 2012
Headcount | Relative pro-poor growth No No No No Yes No
Absolute pro-poor growth No No No No Yes No
Poverty reducing pro-poor
growth No No No No No No
Poverty gap | Relative pro-poor growth No No No Yes Yes No
Absolute pro-poor growth No No No Yes Yes No
Poverty reduction pro-poo
growth No Yes No Yes No No
Severity of | Relative pro-poor growth No Yes Yes Yes No Yes
poverty Absolute pro-poor growth No No No Yes Yes Yes
Poverty reduction pro-pootr
growth No Yes Yes Yes No Yes

Note Sub-period of economic loss is shown as lighy grea.
Source:Authors’ calculations based on EU-SILC data.
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The evolution of poverty in Germany varied subttdlg during 2006 — 2012.
There were no changes in income and its distributibich can be designated as
pro-poor for all three definitions regardless thavgrty measure applied. The
change of income in only two time periods, 2009D+®and 2011 — 2012, quali-
fies as pro-poor in terms of both relative and aliegro-poor growth, but only
for the SPI and PGl for the first sub-period andtfee SPI for the second sub-
-period. On the other hand, the sub-period 200667 Zhows no features of pro-
-poor growth at all. However, pro-poor growth was apparent for the HI, except
for the period of loss 2010 — 2011. On the otherdh#he two poverty measures
PGI and SPI indicated that the impact of economievth had a certain positive
impact on the impoverished in few of the time pasiexamined.

Table 5
Patterns of Pro-poor Growth in Hungary
2006 — | 2007 — | 2008 — | 2009 - |2010- |2011-
2007 2008 2009 2010 2011 2012
Head count | Relative pro-poor growth Yes No No Yes No Yes
Absolute pro-poor growth Yes No No Yes No Yes
Poverty reduction pro-poor
growth Yes No No Yes No No
Poverty gap | Relative pro-poor growth Yes No No Yes No No
Absolute pro-poor growth Yes No No Yes No Yes
Poverty reduction pro-poor
growth Yes Yes Yes Yes No No
Severity of | Relative pro-poor growth Yes No Yes Yes No No
poverty Absolute pro-poor growth Yes No No Yes No No
Poverty reduction pro-poor
growth Yes Yes Yes Yes No No

Note Sub-period of economic loss is shown as lighy grea.
Source:Authors’ calculations based on EU-SILC data.

The development of poverty in Hungary between 200012, for the SPI
and PGI, seems positive at first glance since thgmty of income changes
meet the conditions for poverty reducing propedy rhore than the half of the
sub-periods analyzed. After a deeper examinati@encan notice that the results
are not that promising. Nevertheless, only theqgosriof economic loss in the
years 2006 — 2007, and 2009 — 2010 exhibited sighsth relative and absolute
pro-poor growth (loss) accompanied by poverty r@dyupro-poor growth for all
three particular poverty measures. The situatiahefultra-poor worsened in the
last two sub-periods, 2010 — 2011 and 2011 — 2@d@ng which the income of
the poor diminished. The results for the sub-pe?idti0 — 2011 show no pro-poor
growth at all for any of the applied poverty rategjardless of the selected poverty
measure. The result is supported by the shapeqdatticular GIC (Appendix A,
Graph A.4). The GIC for the sub-period of 2010 226 an increasing function.
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Table 6
Patterns of Pro-poor Growth in Poland
2006 — | 2007 — | 2008 — |2009 - |[2010- |2011-
2007 2008 2009 2010 2011 2012
Head count | Relative pro-poor growth No No No Yes No Yes
Absolute pro-poor growth No No No Yes No Yes
Poverty reduction pro-poor
growth Yes Yes No No No Yes
Poverty gap | Relative pro-poor growth No No No Yes No Yes
Absolute pro-poor growth No No No Yes No Yes
Poverty reduction pro-poor
growth Yes Yes No No No Yes
Severity of | Relative pro-poor growth No No No Yes No Yes
poverty Absolute pro-poor growth No No No Yes No Yes
Poverty reduction pro-poor
growth Yes Yes Yes No No Yes

Note Sub-period of economic loss is shown as lighy giea.
Source:Authors’ calculations based on EU-SILC data.

The situation in Poland seemed similar to Hungarhe sense, that pro-poor

growth is reported only in the sub-periods of eaoiwloss. The sub-period of
economic loss in 2009 — 2010 failed the propertgaferty reduction for the Hl,
PGI and SPI, but meets the conditions for bothtikeglaand absolute pro-poor
growth (loss) for all three poverty measures. Asmentioned above, poverty
reduction property is a stronger condition in tintédoss than the relative or

absolute pro-poor growth condition. In the peri@. 2 — 2012, all three pro-poor

growth conditions were met, regardless of the agppoverty index, but again

this was a period of economic loss. The resultsvedothat there was no clear
inclusive growth in Poland throughout the time pdréxamined.

Table 7
Patterns of Pro-poor Growth in Slovak Republic
2006 — | 2007 — | 2008 — | 2009 - |2010- |2011-
2007 2008 2009 2010 2011 2012
Head count | Relative pro-poor growth No No No No No No
Absolute pro-poor growth No No No No No No
Poverty reduction pro-poor
growth Yes No No No No No
Poverty gap | Relative pro-poor growth No No No No Yes No
Absolute pro-poor growth No No No No Yes No
Poverty reduction pro-poor
growth Yes No No No No Yes
Severity of | Relative pro-poor growth No No No No No No
poverty Absolute pro-poor growth No No No No Yes No
Poverty reduction pro-poor
growth Yes No No No No Yes

Note Sub-period of economic loss is shown as lighy giea.
Source:Authors’ calculations based on EU-SILC data.
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Slovakia experienced income growth throughoutpiiieod examined, except
for 2010 — 2011. This led to an expectation thet ¢gnowth could be accompa-
nied by a reduction in poverty. However, only a fefmhe changes examined
exhibited the poverty reduction property, whichihie weakest definition of pro-
-poor growth in the case of positive income grovikherefore, in many cases,
the conditions of the poor actually worsened, desflie annual increases of
mean income. In other words, there were no inaoatiof pro-poor growth and
inclusive growth at all. This means that economiowgh was distributed to-
wards the richer strata of society and income iaétyudeepened.

When comparing the patterns of pro-poor growtloggthe sample of Central
European countries analyzed, some common featuagsbm discerned. In each
particular country that experienced economic 16s8009 — 2010 during the time
frame analyzed (the Czech Republic, Hungary, andn@y the conditions for
both relative and absolute growth were met fothaéle applied measures. However,
the strongest poverty reducing pro-poor growth d¢@mrdwas met, regardless of
the poverty measure considered, only in case ofgbiyn However, the reaction
differs for Poland and the Czech Republic which'dexperience poverty reduc-
ing effects for all three poverty measures. Thisamsethat, the loss was only
shared in a fairer way but poverty did not decreasethe income of the poor in
this situation decreased, but absolutely and ptmpately less than the non-poor.

Such a finding may imply that the distributionio€ome is more set towards
pro-poor loss than pro-poor growth, since in somentries the evidence of pro-
-poor growth came mostly during times of econorogs! Such an observation can
be explained by the social systems and the safttyonks of EU countries, which
might not foster positive income changes amongptiwe, but prevent even greater
deprivation of the poor in times of economic downtiHowever, there are also
noticeable negative phenomena, such as periodobmic growth during which
the income of the poor fell (lack of poverty redugproperty), according to which
growth can be deemed rather anti-poor than pro;@wat which occurred in mul-
tiple countries according to some, or all, of tlewgyty measures used. It is im-
portant to note, that none of the countries shogreepoor growth, regardless of
the poverty measure applied, according to povedycing, relative and absolute
pro-poor growth concepts at the same time in yefaesonomic growth.

Conclusion

The main aim of this research was to investigabether the six selected
Central European countries experienced inclusieg/tir through the years 2006
—2012. Inclusive growth is one of the pillarsoé t£U 2020 strategy, thus, it has
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to be among the priorities of national policy makdtirst the FGT class of pov-
erty measures was calculated and then the PEGRdangdo each of the three
FGT measures was determined. The robustness oéshés to the selection of
the poverty line was tested by computing PIC fostfand higher order stochas-
tic dominances and the robustness of the PEGR kexked by GIC.

The result for the HI, PGI and SPI provided araideout the development of
poverty. This development showed a rather divergatit between the analyzed
countries. One of the main drawbacks of the crassvry comparison is the
relative and country-specific approach used wherptiverty line is determined.
This can make antipoverty policy-making based amythese indices equally
benefiting for each member state at the EU leviétdit.

As was mentioned above, the three applied FGTs @agpoverty measures
alone are not able to evaluate the impact of ecamgnowth on poverty reduc-
tion and on the changes of income distributionsTdan be done by the PEGR
methodology proposed by Kakwani, Kandker and S@942 and Kakwani and
Son (2008). The PEGR was applied to the three F@&sores calculated and
pro-poor growth was tested according to its absohatiative and poverty reduc-
ing definitions. The basic assumption this reseamiles on is that inclusive
growth is in line with pro-poor growth according &n absolute definition
(World Bank, 2009). The robustness of the results whecked by the GIC for
each particular country and sub-period of time.

The results obtained did not reveal a pleasantii@about the development
of inclusive growth in the selected sample of Calrnfuropean countries. None
of the countries analyzed, experienced positiveneaic growth accompanied
by pro-poor growth at the same time regardlessaibygied poverty indices.
Hungary, Austria and Poland experienced in timesegfative economic growth
pro-poor growth according to the relative absokntd poverty reducing defini-
tions. Slovakia did not show signs of inclusivewtio throughout the time frame
analyzed. This result shows us that the distrilbutid income throughout the
years of relatively high economic growth was ratingiair and towards the richer
strata of the society.

The results may reflect the crises which affethedEuropean economies, but
their impact does not seem to be the most critgsale because inclusive growth
was not apparent in the pre-crisis periods. Dutitggcrisis, when negative eco-
nomic growth appeared, several countries experiepece-poor growth accord-
ing to each of the three definitions applied. Stiodings may imply that the
distribution of income is set towards pro-poor Iéisan pro-poor growth. This
can be explained by the social systems and théysadeéwvorks of social security
systems present in EU countries which might nadiefogositive income changes
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among the poor, but prevent greater deprivatiaim®fpoor in times of economic
downturn. Taking into consideration the limitatiaofsthe methodology applied,
as well as the data, according to our results,ssifrinclusive growth are rarely
noticeable in the selected sample of Central Ewogeuntries.
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Appendix A

Growth Incidence Curves for the Years 2006 — 2012

Graph A1

Growth Incidence Curves for Austria for the Years 206 to 2012
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Source:Own calculations based on EU-SILC data.

20 The analysis includes all data from the origirainple, but the outliers caused very wide
intervals on they-axis of the GIC graphs. Thus, in order to improle teadability of the GIC
graphs we decided to exclude the first two andaketwo percentiles.
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Graph A2
Growth Incidence Curves for the Czech Republic fothe Years from 2006 to 2012
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Source:Own calculations based on EU-SILC data.
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Graph A3
Growth Incidence Curves for Germany for the Years fom 2006 to 2012
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Graph A4
Growth Incidence Curves for Hungary for the Years fom 2006 to 2012
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Graph A5
Growth Incidence Curves for Poland for the Years fom 2006 to 2012
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Graph A6
Growth Incidence Curves for the Slovak Republic forthe Years from 2006 to 2012
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