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Research questions

1. Does agricultural productivity growth in Indonesia 

reduce poverty?

2. What are the full distributional effects?

3.  What happens to inequality? 
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Model I: Poverty determinants model
- relates the rate of reduction of poverty incidence in rural 
areas to the rate of agricultural productivity growth.

Model II: Inequality determinants model
- relates changes in real household expenditures at the 
quintile level in rural areas to the rate of agricultural 
productivity growth.
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Background data on agricultural productivity in Indonesia
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Indonesia: Poverty incidence, 1976 to 2012 
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Data decomposition: Mean annual changes in poverty incidence
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Indonesia: Projected streams of rural poverty reduction
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Indonesia: Projected changes in rural poverty incidence, 1978 to 2005
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- Between 1975 and 2006 the level of agricultural research in 

Indonesia increased by a factor of 8.2. Suppose that instead its real 

value had remained permanently at its 1975 level. Then by 2006 the 

level of rural poverty incidence would have been 26 percent of the 

rural population and not the 22 percent actually observed. 

- That is, of the 32 percentage point decline in rural poverty 

incidence that actually occurred (from 54 percent to 22 percent of 

the rural population), four percentage points, one eighth of the 

observed decline, is attributable to government-sponsored 

agricultural research. 
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- Out of a rural population of 121 million in 2006, 4.8 million 

people were non-poor because of the increased real level of 

agricultural research that had occurred since 1975.

- It is not suggested that Indonesia’s agricultural research 

establishment is world class. Casual inspection of the research 

facilities in place suggests otherwise. 

- But the activity of taking the output of the international 

agricultural research community and adapting it to local 

circumstances is so productive that even a modest 

commitment of skilled professionals and research facilities can 

generate a high payoff. 

11



1212



1313



1414



1515



1616


