Chapter 12: Poverty, Inequality, and Social
Protection

Comic strip suggestion: Poverty is not only a lack of income. It is also a lack of protection,
opportunity, and security across a person’s life.

Or a critique on govt ayuda: Good policy does more than give temporary aid. It helps people recover,
build capabilities, and avoid falling back into poverty.

Imagine two children growing up in the same city. One begins the day with a nutritious breakfast,
travels safely to a well-equipped school, and can visit a doctor when sick. The other may skip
breakfast, walk a long distance to an overcrowded classroom, and delay medical care because the
family cannot afford it. These differences are not simply matters of personal effort. They reflect
unequal access to income, public services, assets, security, and opportunities.

In earlier chapters, we examined economic growth, inflation, unemployment, wages, and the way
national income is measured. These indicators help us understand whether production and
employment are expanding. They do not tell us by themselves how the gains from growth are
distributed or whether people can live with security and dignity.

A country can post strong GDP growth while many families remain unable to meet basic needs.
Prices may rise faster than low wages. New jobs may be concentrated in places or industries that poor
households cannot easily enter. Education and health services may exist but differ greatly in quality.

Poverty and inequality therefore connect macroeconomic performance with the everyday lives of
households.

This chapter explains what poverty and inequality mean, why they persist, and how societies can
respond. It also introduces social protection as a system that helps people manage risks throughout
life—from birth and childhood to work, illness, disability, unemployment, disasters, and old age.

A. Understanding Poverty

What is poverty?

Poverty is commonly understood as not having enough income or resources to meet basic needs such
as nutritious food, safe housing, clothing, education, health care, water, sanitation, transport, and
communication. Poverty also reduces people’s ability to make meaningful choices. A household may
survive from day to day while remaining one illness, job loss, or typhoon away from crisis.

The Philippine Statistics Authority (PSA) uses a poverty threshold to estimate the minimum income
required to meet basic food and non-food needs. In 2023, the national poverty threshold was about



P13,873 per month for a family of five. Around 10.9 percent of Filipino families—about 2.99 million

families—were below the poverty threshold. At the individual level, 15.5 percent of Filipinos, or
about 17.54 million people, were poor (PSA, 2024).

The poverty threshold is an important statistical tool, but it is not a complete description of a decent

life. It is a minimum estimate based on a basic-needs bundle. A family slightly above the threshold
may still be unable to afford secure housing, reliable transport, digital access, emergency savings, or
good-quality education and health care. Such families are often described as near-poor or

economically vulnerable.

Measure

What it tells us

What it may miss

Poverty threshold

Whether income is below the
estimated minimum for basic
food and non-food needs.

Quality of services, debt,
insecurity, disability costs, and
differences in household
circumstances.

Income poverty rate

The share of people or families
below the threshold.

Deprivations in nutrition,
learning, housing, safety, or
voice that may continue above
the line.

Multidimensional poverty

Overlapping disadvantages in
areas such as health, education,
housing, and living conditions.

May require more data and
choices about which
dimensions and weights to use.

Why does poverty persist?

1. Limited access to productive assets and decent work. Many poor households have working

members, but their jobs may be informal, seasonal, low-paid, or insecure. Farmers and fishers may

lack land, boats, irrigation, storage, credit, or market access. Workers without bargaining power may
receive little of the value created by higher productivity. In 2023, poverty remained especially high
among Indigenous Peoples, fisherfolk, and farmers (PSA, 2025).

2. Unequal access to quality education, health, and nutrition. Education and health can expand
opportunity, but access alone is not enough. The quality of instruction, nutrition, preventive care,
medicines, and local facilities matters. Poor health can reduce learning and work capacity, while
weak education limits access to stable and better-paid employment. These disadvantages can
reinforce one another across generations.

3. Rural isolation and weak infrastructure. Remote communities may lack roads, transport,
electricity, internet connectivity, irrigation, health facilities, and functioning markets. Isolation raises
the cost of goods and services and lowers the prices received by producers. Infrastructure can reduce
poverty when it connects people to opportunities, but projects must be chosen according to need

rather than political influence.

4. Exposure to disasters, climate change, and economic shocks. Typhoons, floods, droughts,
disease outbreaks, inflation, and job losses can destroy years of household progress. Poor and




near-poor families often have little savings or insurance. They may sell productive assets, borrow at
high interest, reduce food intake, or withdraw children from school in order to survive.

5. Unequal power, discrimination, and exclusion. Gender, disability, ethnicity, location, family
background, and social networks can affect access to jobs, land, credit, justice, and public services.
Poverty is more difficult to escape when people have little voice in decisions that shape their
communities.

6. Corruption and weak governance. When public money is wasted or diverted, the result is not
only a financial loss. It means fewer classrooms, medicines, safe roads, water systems, and social
workers. Weak enforcement can also allow land grabbing, unsafe work, tax evasion, and abuse of
market power to continue.

Case Study: Weakening PhilHealth—When Medical Assistance Replaces Universal

Health Insurance







B. Understanding Inequality

Poverty and inequality are related but different

Poverty asks whether people have enough to meet basic needs. Inequality asks how unevenly income,
wealth, services, opportunities, and power are distributed. A country can reduce poverty while
remaining highly unequal. It can also become richer while the largest gains go mainly to people who
already have more assets, education, and influence.

Income Inequality in the Philippines

According to the World Bank, the top 1% receives about 17%
of national income, while the bottom 50% shares about 14%.
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The World Bank has reported that the top 1 percent in the Philippines receives about 17 percent of
national income, while the bottom 50 percent shares about 14 percent. It also describes the country as
having one of the highest levels of income inequality in East Asia (World Bank, 2022). These figures
show that inequality is not a small difference between households. It is a wide gap in command over
resources and opportunity.

How inequality reproduces itself

Intergenerational inequality: Children do not choose the household, place, or social group into
which they are born. Family income affects nutrition, housing, school quality, digital access, safety,
and the ability to continue studying. Early disadvantages can shape adult earnings and health.



Unequal ownership of assets: Land, housing, businesses, financial assets, and technology generate
income and provide security. Families without assets depend mainly on labor income and may have
to borrow during emergencies. Families with assets can invest, earn returns, and pass advantages to
the next generation.

Unequal political and market power: Large firms, landowners, well-connected groups, and wealthy
households may have greater influence over policy and market rules. Poor households often negotiate
from a weaker position as workers, tenants, farmers, borrowers, and consumers.

Unequal public services: Public education and health care can reduce inequality when their quality
is high and access is universal. When good services are available mainly to those who can pay, public
systems may fail to equalize opportunity.

C. Poverty and Vulnerability Across the Life Cycle

People face different risks at different stages of life. These risks are not always caused by poor
decisions. Childbirth, illness, disability, job loss, disasters, and old age can reduce income or increase
necessary expenses. Social protection helps households smooth consumption. It prevents basic living
standards from collapsing when income falls or costs suddenly rise.

A life-cycle approach does not assume that assistance is needed only by people who are already
classified as poor. Near-poor households can fall into poverty after a shock. Workers in the informal
economy may contribute to the economy for years but remain outside contributory insurance. A
complete system therefore combines universal services, social assistance, social insurance,
labor-market programs, and emergency response (ILO, 2024; Unicef Philippines, 2026).

Life stage or risk Typical Possible public Economic
vulnerability support purpose

Pregnancy, childbirth, and infancy [ Loss of income, Maternal health care, | Protect health and
maternal health maternity and prevent early
risks, high medical [ paternity benefits, disadvantages that
and care costs, child | nutrition support, reduce future
malnutrition. birth registration, learning and

childcare. productivity.

Childhood and schooling Food insecurity, Free quality Build human
school costs, child | education, school capital and
labor, weak feeding, child grants, | prevent poverty
learning, illness. health and from passing to

vaccination services, | the next
4Ps support. generation.

Youth and entry into work Skills mismatch, Scholarships, Improve
unemployment, technical and employability and
unpaid work vocational education, | help young people
experience, lack of | apprenticeships, job | enter productive
networks. work.




placement, transport
support.

Working age Job loss, sickness, | Unemployment Stabilize
injury, caregiving support, social health | household income
duties, low or insurance, sickness and allow workers
unstable earnings. and injury benefits, [ to search for
childcare, wage and | better jobs rather
labor protections, than accept
reskilling. harmful work.
Disability Additional costs, Disability benefits, Compensate for

barriers to
education,
employment,

transport, and care.

assistive devices,
accessible services,
inclusive education
and employment
support.

added costs and
remove barriers to
participation.

Disasters and economic crises

Sudden loss of
income, homes,
crops, tools, and

Emergency cash
transfers, food and
shelter aid,

Prevent distress
sales, high-cost
debt, hunger, and

access to services. | cash-for-work, long-term
insurance, livelihood | damage.
recovery.
Old age Reduced work Contributory Protect dignity

capacity, health
costs, inadequate
savings or pension
coverage

pensions, social
pensions, health and
long-term care,
accessible housing
and transport.

and consumption
after work income
declines.

What Makes a Good Social Protection Program?
A good social protection program helps people manage risks and vulnerabilities. It helps maintain a
basic standard of living when they face poverty, illness, unemployment, disability, disasters, old age,
or other forms of vulnerability. It should not only provide temporary relief. It should reduce
insecurity, prevent families from falling deeper into poverty, and help them recover.

Clear objectives

The program must clearly define the problem it is trying to solve. Is it intended to reduce hunger,
protect families from medical expenses, support unemployed workers, keep children in school, or

provide income in old age?

Clear objectives make it easier to choose the right beneficiaries, benefits, and delivery mechanism.
They also allow government and the public to judge whether the program is working.

Appropriate targeting




When a program is intended for a specific vulnerable group, it needs a fair and reliable targeting
mechanism. Beneficiaries may be identified through income, age, disability, employment status,
location, exposure to disaster, or other relevant conditions.

Targeting should minimize two common errors:
e Exclusion error: qualified people are left out.
e Inclusion error: benefits go to people who do not meet the program’s criteria.

Targeting must also be updated regularly. A household that was not poor last year may become
vulnerable after illness, job loss, or disaster.

Adequate benefits

A program may reach the correct beneficiaries but still fail if the assistance is too small. Benefits
should be sufficient to address the risk the program was designed to cover.

For example, health insurance that pays only a small part of a hospital bill may leave families heavily
indebted. Unemployment support that ends before workers can realistically find new jobs may
provide only limited protection.

Timely and predictable delivery

Assistance must arrive when people need it. Delayed support can force families to borrow, sell
productive assets, skip meals, withdraw children from school, or postpone medical treatment.

Predictability is also important. Families should know what support they are entitled to, when it will
arrive, and how long it will continue.

Simple and accessible procedures

Programs should be easy to understand and apply for. Requirements should not impose unreasonable
burdens on people who are already sick, unemployed, elderly, displaced, or living far from
government offices.

Access should not depend on personal connections, political endorsement, or repeated requests for
guarantee letters. Benefits should be delivered according to transparent rules and legal entitlement.

Rights-based and free from patronage

A good social protection program treats assistance as a public responsibility rather than a favor from
an official. People should receive support because they meet clear criteria, not because they know a
politician or have the ability to seek personal endorsements.

This reduces opportunities for patronage, discrimination, and political advertising using public funds.

Sustainable financing



Programs need stable and adequate funding. Social protection cannot function well when budgets
change abruptly or depend on short-term political decisions.

Financing should be sufficient to meet promised benefits, particularly during crises when more
people need assistance. Government should also plan for demographic change, disasters, economic
downturns, and rising healthcare costs.

Coordination with other programs

Families often face several risks at the same time. A worker who loses a job may also lose health
coverage, struggle with rent, and be unable to pay school expenses.

Programs for income support, healthcare, education, employment, housing, and disaster response
should therefore be coordinated. A fragmented system can force families to apply repeatedly to
different agencies and may leave important needs uncovered.

A pathway to recovery and greater security

Some programs are designed mainly to provide continuing protection, such as pensions or disability
benefits. Others should help beneficiaries recover and become less vulnerable.

This may include job placement, skills training, childcare, rehabilitation, livelihood support, access to
credit, or help returning to school. However, “exit” should not mean removing people from assistance
before they are ready. Support should end because vulnerability has genuinely declined, not merely
because a fixed period has passed.

Transparency, accountability, and evaluation

Government should publish clear information on program rules, budgets, beneficiaries, and results.
There must be accessible grievance and appeal mechanisms for people who are wrongly excluded or
receive inadequate support.

Programs should also be evaluated using more than the amount of money spent or the number of
beneficiaries reached. Evaluation should ask whether the program reduced poverty, prevented
harmful coping strategies, improved health or education, and strengthened people’s ability to manage
future risks.

Key Idea: A good social protection program has clear goals, fair access, adequate and timely
benefits, sustainable financing, transparent rules, and a genuine capacity to reduce vulnerability rather
than merely provide temporary or politically mediated assistance.



Case Study: Ayuda Without a Pathway Out of Poverty?

(Cash assistance can prevent hunger, help pay a hospital bill, or allow a stranded worker to return
home. During a crisis, even a small amount can protect a family from borrowing at high interest,
selling productive assets, or pulling a child out of school.

AKAP: Assistance for Low-Income Workers

AKAP was introduced in the 2024 national budget with an appropriation of #26.7 billion. The
budget described its intended beneficiaries as minimum-wage earners and other low-income
workers severely affected by inflation. It provided one-time or short-term financial assistance

rather than a permanent income-support entitlement.

The program addressed a genuine gap. Many workers earn too much to qualify for programs
intended for the poorest households but still do not earn enough to absorb large increases in food,
transport, rent, electricity, or medical expenses. They are sometimes called the near-poor,
low-income, or financially vulnerable.

However, AKAP entered the 2024 budget through the congressional process rather than through the
original proposed budget of the executive. [ts sudden appearance and large allocation led to
questions about how beneficiaries would be selected and whether the program could be influenced
by politicians. In the 2025 budget, the President placed the program under conditional

implementation and required clearer guidelines before funds could be released.
The Targeting Problem

Good social protection requires a clear answer 1o a basic question: Who should receive
assistance?

Some programs use a national database and measurable indicators, such as household income, food
msecurity, disability, age, location, or exposure to disaster. Others rely more heavily on
applications, documentary requirements, local endorsements, social-worker assessment, or lists
assembled for particular distributions.

AKAP’s initial target group was also difficult to define precisely. “Low-income™ and “severely
affected by inflation™ cover a very large part of the population. Without a unified and regularly
updated social registry, the program risks several errors:

e  exclusion error, when eligible households fail to receive assistance;
®  ipnclusion error when asgistance reaches neonle who are legs needw:










Why a Unified Social Registry Matters

A modern social registry can help identify households according to income, vulnerability, disability,
employment, health needs, exposure to disasters, and receipt of other programs.

It should be linked carefully with PhilSys and government databases while protecting privacy.
Beneficiary information should be updated regularly because households move into and out of

poverty. A worker may lose a job, a family member may become disabled, or a disaster may destroy a
livelihood.

A unified registry can reduce duplication and political discretion. It can also support dynamic
inclusion, allowing newly vulnerable households to enter programs without waiting years for a new
national survey.



However, databases should not completely replace social workers or community verification. Data
can be outdated or incomplete. The strongest system combines objective indicators, transparent rules,
appeals, professional assessment, and independent auditing.

A Rights-Based Approach to Assistance

A rights-based system treats social protection as part of the government’s responsibility to protect
human dignity—not as charity from a politician.

This requires:
e published eligibility rules;
e equal access regardless of political affiliation;
e professional assessment by accountable agencies;
e simple application procedures;
e an appeals and grievance system;
e public reporting of beneficiaries and spending while protecting personal data;
e and clear separation between politicians and distribution activities.

Programs such as the Pantawid Pamilyang Pilipino Program have clearer objectives, household
selection rules, conditions, monitoring, and legal foundations. They are not perfect, but they
demonstrate how social protection can be institutionalized beyond individual political discretion.
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D. Strategies for Reducing Poverty and Inequality

1. A rights-based policy framework

A rights-based approach begins from the idea that every person has dignity and basic social and
economic rights. Government programs should therefore be designed around clear entitlements and
public obligations rather than personal connections or political discretion.

This approach does not mean that every benefit must be identical for every person. Universal services
such as basic education, public health, and disaster protection can be combined with targeted support
for people facing greater disadvantages. Fairness may require additional resources for remote
communities, persons with disabilities, Indigenous Peoples, and families facing high care costs.

2. Government programs and public services

The following are examples of government programs and public services that may help in reducing
risks and vulnerabilities of individuals. Consistent provision and access to these programs and
services enable individuals to eventually exit poverty.

o Decent work and productive employment: Support job creation, enforce labor standards,
strengthen worker bargaining power, improve agricultural productivity, and help small enterprises
enter markets and value chains.

e Quality education and skills development: Invest in early childhood development, basic
education, tertiary access, technical training, apprenticeships, and reskilling throughout working
life.

e Universal and preventive health care: Provide primary care, nutrition, vaccination, maternal
care, medicines, and financial protection against catastrophic health expenses.

e Social protection: Combine cash transfers, social insurance, pensions, disability support,
unemployment assistance, and shock-responsive programs.

e Asset-building and financial inclusion: Improve access to land, housing, savings, insurance,
affordable credit, digital payments, and productive equipment.

e Infrastructure and regional development: Prioritize roads, transport, water, electricity, internet,
irrigation, and climate-resilient facilities according to social and economic need.

e Progressive and effective taxation: Raise adequate revenue from those with greater capacity to
pay and use public funds for services and investments that expand opportunity.




e Competition, regulation, and consumer protection: Prevent abuse of market power, protect
workers and consumers, and regulate essential services so that basic needs remain accessible.

o Good governance and accountability: Publish program rules and results, strengthen audits and
grievance systems, reduce leakage, and involve communities in monitoring.

3. The role of the private sector

The private sector creates most jobs and produces many of the goods, services, technologies, and
investments that households use. Its contribution to poverty reduction depends not only on the
number of jobs created, but also on job quality, wages, security, safety, training, and opportunities for
advancement.

Businesses can support inclusive development by paying taxes correctly, respecting labor and
environmental standards, investing in worker skills, purchasing fairly from small producers,
developing affordable products, and avoiding practices that exploit consumers or suppliers. Corporate
social responsibility can help, but it should not replace compliance with law or the payment of fair
wages and taxes.

4. The role of civil society and nongovernment organizations

Civil-society organizations, cooperatives, faith-based groups, and nongovernment organizations often
reach communities that formal institutions overlook. They may provide legal aid, disaster response,
community health, education, livelihood support, research, and advocacy.

Their role is also political in the broad democratic sense. They help communities express needs,
monitor budgets, expose corruption, and demand better services. Because NGOs have limited
resources and cannot guarantee universal coverage, they should complement rather than replace
government responsibility.

E. What Makes an Anti-Poverty Strategy Effective?

Poverty reduction requires more than a single program. Economic growth matters because it expands
employment and public revenue, but its pattern matters as much as its speed. Growth based on low
wages, insecure work, environmental damage, or concentrated ownership may reduce poverty slowly
and increase inequality.

An effective strategy combines three functions. It protects people from immediate deprivation, builds
capabilities and assets, and changes the structures that repeatedly generate disadvantage. Food or cash
assistance may be necessary today. Education, health, land access, infrastructure, and decent work
expand tomorrow’s opportunities. Fair taxation, accountable institutions, labor rights, and
competition policy shape how income and power are distributed over time.

Function Examples Main question

Protect Ayuda, food support, Does the program prevent
emergency shelter, health hunger, illness, displacement,
coverage, social pension. or loss of essential assets?




Promote capability Nutrition, education, childcare, | Does it expand people’s ability

skills, health, credit, to learn, work, earn, and
infrastructure. participate?
Transform structures Labor rights, land and market | Does it change the rules and

reforms, progressive taxation, | power relations that reproduce
anti-discrimination, poverty and inequality?
accountable governance.

Questions for Evaluating a Program

Coverage: Does it reach the people who face the relevant risk, including the near-poor and
informal workers?

Adequacy: Is the benefit large enough to make a meaningful difference?

Timeliness: Does support arrive before families are forced to sell assets, stop schooling, or
borrow at high interest?

Accessibility: Are requirements, payment systems, and complaint mechanisms understandable
and reachable?

Rights and dignity: Are beneficiaries treated fairly, protected from political interference, and able
to appeal decisions?

Coordination: Is cash assistance connected to quality education, health, employment, and local
services?

Accountability: Are budgets, beneficiary rules, results, and audits publicly available?
Long-term effect: Does the program strengthen resilience and opportunity rather than only
respond after harm occurs?

Let’s Review

Poverty means lacking sufficient resources and capabilities to meet basic needs and live with
dignity.

The poverty threshold is useful for measurement, but families just above it may remain
economically vulnerable.

Inequality concerns the unequal distribution of income, wealth, public services, opportunities, and
power.

Poverty and inequality can be reproduced across generations through unequal nutrition,
education, health, assets, and social networks.

Life-cycle risks include childbirth, illness, disability, unemployment, disasters, caregiving, and
old age.

Social protection helps households maintain consumption and avoid harmful coping strategies
when income falls or expenses rise.

Ayuda is most effective when it is adequate, timely, transparent, and supported by updated
information and reliable delivery systems.

4Ps combines present income support with investments in children’s health and education, but it
must be supported by quality public services and decent jobs.



e Government has the primary responsibility to guarantee rights, provide public services, regulate
markets, and organize social protection.

e Businesses, civil society, cooperatives, and international development partners can contribute, but
they do not replace accountable government.

e [Lasting poverty reduction must protect people today, build capabilities for tomorrow, and change
structures that repeatedly produce exclusion.

Chapter Key Takeaway

e Poverty and inequality are produced by the interaction of income, assets, public services, risks,
institutions, and power. Economic growth is necessary, but it becomes inclusive only when people
can obtain decent work, develop their capabilities, recover from shocks, and participate in
decisions. A strong social-protection system supports people throughout the life cycle while
government, business, civil society, and development partners work within clear responsibilities
to expand dignity, security, and opportunity.
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