




















































































































































































CH 6 • SOME LESSONS FOR POLICY 89

Migration thus strengthened the growth-poverty nexus in Armenia by ena-
bling the remaining workers to improve their average return to labour more 
than what would have been possible in the absence of  migration.
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93CH 7 • CONCLUDING OBSERVATIONS

Vietnam in recent years, made it politically feasible to adopt the kind of  
exchange rate policy – a crucial element of  macroeconomic reform – that 
helped boost agricultural production and reduce poverty. At the same 
time, it was the adoption of  a sensible exchange rate policy that helped 
realise the productivity-enhancing potential of  land reforms.

The discovery of  an exportable natural resource such as oil has often 
proved to be more of  a curse than a boon for many countries, resulting in 
the well-known ‘Dutch disease’ syndrome. But the Indonesian experience 
shows that a resource bonanza can be turned into a boon – indeed, into a 
powerful instrument for employment growth and poverty reduction – if  
enmeshed into a well-designed development strategy. Since only a small 
fraction of  the non-oil economy was export-oriented at the early stage of  
development, oil revenues did not create the kind of  problem for the rest of  
the economy that is normally associated with a resource bonanza. On the 
contrary, Indonesia carefully utilised the surplus generated from oil revenue 
to ensure widespread rural development and to build up an industrial base 
under an import-substituting regime. By the time Indonesia moved serious-
ly towards export orientation, oil had already lost its pre-eminent position in 
the economy, which has helped stave off  the ‘Dutch disease’.

The theory underlying the policy of  outward orientation tends to view 
tradable and non-tradable sectors of  the economy as substitutes of  each 
other – hence the emphasis on changing the structure of  incentives in fa-
vour of  tradables vis-à-vis non-tradables. But the Bangladesh experience 
shows that the two sectors can work in a complementary relationship with 
each other, providing in the process the foundations of  pro-poor growth. 
The existence of  such a complementary relationship calls for a nuanced 
development strategy, in which the imperative is to balance the incentives 
for the two sectors rather than to shift the structure of  incentives exces-
sively in favour of  one at the expense of  the other.

Population dynamics has played an important role in shaping the 
growth-poverty nexus in several of  the countries studied in this report. 
Reduced fertility has helped reduce poverty by raising the average return 
to labour and by reducing the dependency ratio of  poor households in 
Uzbekistan, Vietnam, Indonesia and Bangladesh. Massive out-migration 
and the resulting remittances have had a strong pro-poor growth in Arme-
nia and Bangladesh – albeit through very different mechanisms. 






















































