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Poverty Reduction, Human Capital and SDGs [ |

® The UN Sustainable Development Goals (SDGs) (2015- &%
2030) adopted by Fiji are crucial to address poverty M?.
reduction and improve the standard of living.

o . . GOOD HEALTH
® It is hypothesized that the economic returns to human AND WELL-BEIN
capital on poverty reduction can be improved through
enhancing income, education, and the influences of —/\/\/\
good health.
QUALITY
@ Estimate the monetary and non-monetary models using ERIGATION
Fiji's Household Income and Expenditure Survey 2013-
2014 (HIES) dataset based on a full sample of 6,020 I!ﬂ
households & a subset of poor households.
DECENT WORK

® The analysis uses aggregate-disaggregated levels of ECONOMIC GRO
Income quartiles and educational levels to address the

issues of human capital. M



Human Capital and Productivity Outcomes

#@ Challenges In Fiji: Socio-economic and climatic impacts
have contributed to various barriers in addressing the
country’s poverty reduction target by half.

1 This study derives from the growing concerns on high
Incidence of poverty and the various channels of
Impact factors that are crucial for wellbeing.

1 The Monetary analysis examines the returns to
education where higher educational levels of the
population can lead to the likelihood of higher income
for a reduction in poverty.

1 The Non-monetary effects used are largely important
that include social indicators such as education,
health, housing, and regional factors against poverty
prevalence.




Human Capital Literature =

accomplish their potential as productive member of the society
(Gounder, 2020).

m With the knowledge based economy and high productivity
environment, education leads to higher earning average.

m Health is central to wellbeing (Sen, 1985; Barro, 1991,
Hanushek & Woessmann, 2016).

m The returns are large in low income and middle-income
countries, especially for women (World Bank, 2019).

m Knowledge, skills, and health that people accumulate for th
basic objective of socio-economic development is to impro
peoples’ productivity and income levels through the
households’ higher educational levels.
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Human Capital Literature

Generating enough employment is vital to absorb the increases in
labour force raises total labour productivity.

While education is both an outcome and a means to address

poverty alleviation, the return to education is used by policymakers
In several ways.

Emergence of these conditions develop the virtuous circle defined
by the growth levels that induce the widening of a country’s
productive capacity which generates new jobs, enhances
productivity growth, and raises the salary levels (Islam, 2004).

Some improvements were noted in Fiji's education and health
sectors, but challenges have been persistent:

* high in terms of development needs in housing infrastructure,

especially for those who live in the squatter settlements (Naidu,
et al., 2007; Gounder and Xing 2012).




Empirical Estimation: Monetary Models

Models incorporate complementary monetary and non-monetary social
components and distinguish the analysis for the full sample and poor
households:
« Monetary models indicate the aggregate and disaggregated schooling levels
and other factors to specify the households’ behaviour.
 HIES 2013-2014 Dataset
e 6,020 Households
* OLS, 2SLS (IV and Lewel V), Quantile Regression

Monetary model is associated with Mincer’s (1974) wage function

InY; =1 (S;, X, Z) +1; (1)

Functional descriptions of the households, respectively, are as follows:
InY = oy + a,School; , a,Age; + aAge? + a,Female; + a-Ethnicity; + a;Children,
+ o-Rural, + agPoor; + Yy, (2)

InY = g, + B,PRIM, , B,SEC; + S, TER, + 5,Age; + B-Age? + SFemale; +
f-Ethnicity; + g¢Children; + g;Rural; + §,,Poor; + [, (3)

School; = ¢, + J,PrimFree; + J,YP; + d;Disable + J,Age + 6-Age;? + dFemale; +
d;Ethnicity; 64Children; + J4Rural; + 6,,Poor; + g (4)




Empirical Estimation: Non-Monetary Models
Health prevention attributes test if households engage in buying life and accident

Insurance policy, medical-therapeutic appliances, and better sanitation facilities.
General and Specific model.

Pij = f(Ei, Y;, Hh) (5)
» Health variables reflect the likelihood of improving the households’ basic needs.

Computations of two dependent qualitative health prevention variables are measured:

PHlthPVT psSanitation

LIi{lthPVT ln[ ] ZHlthPVT L.gamtatwn — ln[

] — ZSanitation

1— PHlthPVY 1_PiSanitation —

where L;H"PVT js the odds in favour of engaging in health prevention; LSanitation js the |ikelihood of
a household with access to metered water supply and flush toilet; P/(1-P) is the odds ratio;

In[P/(1-P)] is natural log of P/(1-P) regarded as logit coefficient. The value of P is between O to 1
(i.e., as Z varies from -oo to +o0), logit L value is between -oo and +oo.

Dependent variables of education and health in the logistic regression framework:
HealthPVt; = a, + a,School, , a,InY; + a;Age + a,Female; + a:Ethnicity; + a;Rural.

+ a,Poor; + |y, (6)
Sanitation; = b, + b,School; , b,InY; + b;Age + b,Female; + b:Ethnicity; + b;Rural;
+ b,Disable + bgPoor; + L, (7)

Sanitation; = ¢, + c¢,Prim; + c,Sec; + c;Ter + ¢,Y; + c:Age + c;Female; + cEthnicity; +
cgRural + cgDisable; + J,,Poor; + s, (8)




HIES 2013-2014 dataset Variable Description and Definitions
Variables Definition

Dependent Variables

INTHAI Log of total household income

School Household head’s completed years of schooling

HIthPVT Household engages in health prevention (Yes = 1, No = 0)
Sanitation Household has access to metered water supply and flush toilet (Yes = 1, No = 0)
Explanatory Variables

Age Age of the household head (completed years)

Age2 Age of the household head squared

Female Female household head = 1, Male household head = 0
Ethnicity Indo-Fijian household = 1, Fijian household head = 0
Children Number of children ages of 14 or under

Rural Rural areas = 1, Urban areas = 0

PRIM Household head with primary education = 1, otherwise =0
SEC Household head with secondary education = 1, otherwise = 0
TER Household head with tertiary education = 1, otherwise = 0

PRIMFree 1973 Household head in the 1973 tuition-free scheme = 1, otherwise = 0
YP Young parenthood = 1, otherwise = 0

Disable Household head is disabled = 1, otherwise = 0

Poor Households that are categorized as poor = 1, otherwise =0




Estimated Results

estimation methods, and OLS for reduced form that shows the income and education n

Two Dependent Variable: Total Income & Years of Schooling. Used 2SLS, Lewbel IVEI I '
u

Table-1{mpact-of -education-on-income: -Monetary ‘model]

Dependent-Variable:-Total Household-Annual Income-([n})-and-Schooling = .

o} - H IV-Estimates-(InY -Eq.-2)-Reduced Form-OLS{Eq.-4)c

IVreg- Standard- | LewbelIV- | Standard¥ --OLS-Years-of--- Standard- LYY I

28L.8)1 Errori EstimatesY | Errorf Schooling 1] Error? Poor-HouseholdsT
Variablex: (Col.-1)z (Col. -2 ol (Col.-3% o} (Col.-4)a
Schoolo 0.055% "z | 0.016z 0.025 0008z o] i 0.013%**z (0.004)
Ager 0.023**°z | 0.005z  0.021%%x 0.0040 0.049%*x 0.0250 0.036%**a (0.007)
Agec -0.0002" " | 0.000= -0.0002" 0000 -0.001"x 0.0002x ~0.003*** 1 (0001 )
Femalex 026" 0041 _0264™": 0.040 | -0.988%*ky 0211 ~0461**¥m (0.073)0
Ethniciy -0.004*%z | 0.008x -0.003*z 0.02 20.206% 01070 -0 112%%kn (0.031)ci
Childrent 0.116"*z . 002 0053 0.015 _RAGEFEL 0.0380 0.106***1 (0009}
Rural-= -0.329""o | 0.0280 1.0 42" n 0.022a | -1.262""z 0.103u -0.11%¥o | (0.028)a
PRIMFreel Q73 H = H 2. 134%%%y 0177 o S I
YPo o - o o -0.051x 0.3591 M d
Disablex o - o o -0.833x 0.158x = 5
Poor-Household o o i vy _(0.330% %k 0.1285 o o r
Constant-= 8251 102290 19.144™c | 01420 10.159%**z 0.631a 7.8040 | (0.186)a
Observationsi> 6020 0 6020 ol 6020 o e 1109 ol r
R-Squarec 01640 jul 0.1440 o (0.1997 o S 01980 o] .
Under-identification test!® 149 960 |+ 2556430 o ol o
Weak-identification-testo 3851 | 53305"o | o ol .
Overidentification test’u 127950 0 996538 " 1 ri o

Notes:-##* -¥¥ ¥ -are-gionificance levels-at-the-1%,-5%-and-10%, respectively_-!-is-Anderson-canon -correlation-LM-statistic_2
15-Crage-Donald-Wald-F-statistic, - -1s-Sargan -statistic_ 4

GGG Tmmm—



Table 2 Income groups and aggregate educational level: Quantile regression results

Variable
School

Age

Age?

Female

Ethnicity

Children

Rural

Constant

—’)

10th
Quartile

0.028%*
(0.005)

0.021%*
(0.0087)

-0.0002***

(0.0001)

-0.381 %+
(0.067)

-0.047%
(0.033)

0.055%*+
(0.033)

-0.374*
(0.029)

8,332k
(0.212)

25th
Quartile

0.032%*
(0.003)

0.015%*
(0.0064)

-0.0002***

(0.0001)

-0.320%**
(0.044)

-0.004***
(0.026)

0.059%*
0.026)

-0.336**
(0.024)

8.761%+
(0.142)

5oth
Quartile

0.037*+
(0.003)

0.017+*
(0.0051)

-0.0001***

(0.0001)

-0.178%*
(0.051)

-0.028%**
(0.015)

0.028%*
(0.015)

-0.349%*
(0.02)

9.022%*
(0.132)

75t
Quartile

0.044%+
(0.004)

0.019%*
(0.0064)

-0.0001***

(0.0001)

Sohives:
(0.052)

-0.01%*
(0.0301)

0.01*+*
(0.033)

-0.328**
(0.02)

9.40%
(0.163)

goth
Quartile

0.037*+
(0.004)

0.032%*
(0.0082)

-0.0003*
(0.0001)

-0.234%*
(0.068)

-0.069***
(0.053)

0.05***
(0.015)

-0. 319***
(0.038)

9.597***
(0.214)
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Fig. 1 Effect of returns to disaggregated education levels by income quartiles




Table 3 Non-monetary impact of education—health nexus: Health insurance

HIthPVT — Eq. 6

Income

School

Age

Female

Ethnicity

Rural Household
Constant
Observations

LR X e
Log likelihood

Correctly predicted (%)

Pseudo R?

Total Households

hith_pvt
(Col 1)

0.342%* (0.07)
0.047*  (0.015)
-0.01**  (0.004)
0.15 (0.215)

-0.061 (0.113)
-0.3871* (0.176)
-5.433** (0.75)

6020

597.23
-2548.69

90.89

.076

Marginal
Effect
0.008**
0.041*
0.001**
0.004
-0.001
-0.002*

Poor Household

hith_pvt
(Col 2)

-0.057  (0.261)
0.013  (0.039)
0.009  (0.011)
0.164* (0.088)

0.564* (0.274)

-0.32  (0.309)
-20.987* (0.441)

1070
297.46
-2014.31

90.15

0.059

Marginal Effect

-0.001
0.0002
0.0002
0.043
0.011***
0.006

Note: Standard errors are in parentheses, Significant levels are ***, ** * at the 1, 5 and
10% levels, respectively.




Table 4 -Non-monetary-impact-of-disaggre

ated-education—health-nexus:-Sanitationy

Access-to-Sanitation Probit-(Eq.- 7)Y Marginalf Probit{Eq.-8) Marginalf | Poor-HouseholdsY
(Col-1) Effects (Col-2)a Effectz  {Col-3)-Margimnal Effecta
Incomer 0. 240%** {1 0.062% %% 0.273% %% 0.072%%%; (0. 157%% 0.041%%
o (0.031)z o (0.03) o (0.095)x o
Primaryid ol 0] 0.094 0025z o o
Il ol ol (0.1)x o o} Il
Secondary ol ol 0.021x 0.0561 ol Il
I ol Il (0.052)x ol i I
Tertiaryd 0l o 0.021**¥ 0.126%%* o o
I ol ol (0.104 ol i I
Schoolz 0.018%%¥ 0.005%%¥ o} o] 0.038%%%  0.010%**z
0] (0.005)z 0! o ol (0.012)z 0]
Agell 0.001 0.0002 00001 0.0001x 0005 0.001x
o (0.002)z o (0.001)z o (0.004)z a
Female 0.164% 0.043%xz 0.213%% 0.056%*x 0.595%%% () 157%**
o (0.088) o (0.086)c o (0.098)c o
Ethnicity- 577Gk 0.1571 %% 0.574%% % 0.150%%*%g:  _g7¥*¥g | () 442%%%kg
o (0.043)x o (0.04) o (0.094)x o
Rural-Householdx -1.52kke -0.396% %4 -1.531 %k 0401 %k¥o ] 24k () 451k
(0.043)x (0.04)c (0.898)c
Constant -1.602%%** ol -1, 74%% 4y ol o 0]
o (0.318)z o (0.302)c o
Observationsc 6020 I 6020 ol o o
Pseudo R 0.3029 o 0.3019 o o o
2 1979 5%k T
LR X(6) T ‘ 1 q
Correctly-predicted-(%a)=: 83.97%x 90.24%x
Wald test-(exogeneity)x 13050 o 7450 ol o o

Note:-Standard -errors - -parentheses_ -*¥* ¥ giemificance-at-the-1%,-5%,-and-10%respectively. 4
el [



Conclusion
O Fiji's human capital index is 0.50 in 2019, similar to Samoa, Tonga & Vanuatu.

O Empirical findings indicate that human capital investment in both education and
health resources are necessary to acquire skills and training required to
enhance the individuals’ capital and personal attributes which are critical in the
production process.

 Monetary and non-monetary results of income and education-health nexus
show that higher levels of education provide a dynamic platform for people to 2
attain higher income and raise the awareness of health prevention activities. );)

Q These human capital factors are crucial to sustainably prevent people falling ,’,'f

into poverty. )

O Human capital policies aimed at enhancing inclusive and sustainable ';3
economic growth can improve people’s living standards and their
participation in economic growth.

Q The poor households tend to have a larger number of occupants which

exacerbates the stresses on their already low household income.

)
)
)
)
)
0 Majority of Fiji's poor population (i.e., 62.6%) are rural dwellers (FBoS, 2015, p.3). @
O Findings indicate the need to support post-secondary education, training & skill
programmes to produce skill workers in line with the needs of labour markets

to generate higher income earning opportunities and better living standards.

-



Conclusion

U Considerations of monetary, capability approach, basic
needs, social exclusion, and the participatory views on
non-monetary returns are influenced by the individual’s
Income and health behaviours and the subsequent
decision making.

U Returns to education hypothesis: tertiary level education
Increases the income of the households which is vital for
poverty reduction.

0 Quantile monetary effects show that 10" to 75" income
quartiles groupings’ do not benefit from primary and
secondary level formal education.

Qa Thus, even secondary education is not the initial stage
for lifting the people out of poverty and cannot
sustainably prevent people falling into poverty.

IGTGTEGEGEGEGSSLSSSSSSSESESSSEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEHHHHEEEEEEE———




Policy Implications

O Human capital policies are crucial to be aimed at enhancing

inclusive and sustainable economic growth can improve people’s

living standards and their participation in economic growth.

0 The poor households tend to have a larger number of occupants
which exacerbates the stresses on their already low household
Income.

1 Post-secondary, technical and tertiary education, and
professional levels of training and skill development are required
In both the urban and rural areas with also particular additional
support for the poor households.

For desired results, effective collaboration/coordination among
education and training institutions are needed to produce skilled
workers.
O Opportunities to create premium products (agriculture,
manufacturing and services goods) for niche markets.

It's crucial to address social exclusion, guarantee access to health
facilities & services including low-income households with the
participation of those with a disability.
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