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Poverty Needs Both a Cure AND Prevention

Progress is real: Poverty fell from 24.9% THE CURE
(2003) to 15.5% (2023) — driven by Reduce current poverty
economic growth and policy effort. Lift households above the poverty

But escaping poverty is not enough: line
Many who exit poverty remain just one

shock away from falling back. Poverty is THE PREVENTION
dynamic, not static. Reduce future poverty risk

Like treating a disease, poverty needs Protect households from falling
both a cure and prevention. back into poverty

Inspired by Albert and Vizmanos (2017), Rappler: "Poverty reduction requires prevention and cure"
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Poverty in PH: Progress and Setbacks

Philippine Poverty Headcount Rate, 2003-2023
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Source: Authors' calculations using FIES microdata from PSA

2003 2006 2009 2012 2015 2018 2021 2023 vs Urban: 10.3% (2023) — 2x higher
Year

Source: Authors' calculations using FIES microdata from PSA and official statistics releases
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Poverty is Dynamic: "Churning" Across Welfare

States

Poverty Transition Matrix, 2003-2009 (% of 2003 " Poverty Exit (Growth, Transfers, Resiience)

.nlcf,ﬁe Middle High
Income Income
(non-poor)

households)

2003 \ 2009 Food Poor (not Near Rest of
Poor food poor) Poor HHs

VULNERABLE

Food poor 3.38 3.17 1.57 1.71
Poor (not food poor) 1.93 2.80 1.78 3.51
NON-VULNERABLE
Near poor 1.12 2.70 1.97 4.46
Risk of falling back due to shock
Rest of households ~ 1.12 4.11 4.93 59.75 v isicotaling backdue to shocks

Poverty is not just about
who is poor today —
but who is at risk tomorrow.

Key finding: Households 'churn' in and out of poverty. Many
near-poor fell back within 6 years — exits from poverty are

often fragile and reversible.
Source: Table from Albert (2023); Figure adapted from Cabalfin et al. (2026)
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Vulnerability: The Risk of Future Poverty

What is vulnerability? The probability that a o
household will fall into poverty in the future. 10'9 A)

Households currently poor (2023)

Poverty measurement (ex-post): Captures
(1)
current deprivation — a static snapshot in time. .
t deprivati tati hot in ti 29.9%

Vulnerable to future poverty (2023)

2.75x

Vulnerability rate vs poverty rate

Vulnerability measurement (ex-ante):
Captures risk exposure — a forward-looking
view. Ignoring vulnerability undermines hard-
won poverty gains.

Source: Cabalfin et al. (2026); Chaudhuri (2003) methodology applied to FIES 2018, 2021, 2023
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Defining the Middle Class in the Philippines

Middle-income households: per capita income between 2 and 12 x the poverty line (Albert et al. 2018)

Income Class Monthly Family Income Families (%) Population (%)
(PHP, family of 5)

Poor <13,873 10.9 15.5
Low Income (not poor) 13,873 —27,746 37.8 42.1

Lower Middle Income | 27,746 - 55,492
Middie-Middle Income | 55,452 - 97,111
Upper Middle Income | 97,111 166,476 T

Upper Income / Rich > 166,476 1.6 0.9

Source: Authors' calculations using FIES 2023 microdata from PSA. Based on Albert et al. (2018a; 2018b)
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Profile of the Middle Class: Key Characteristics

Selected Socioeconomic Characteristics by Income Group, 2023

Characteristic Middle Income ngh Income

Average family size

College graduates, age 15 above (%) 6.5 27.8 58.7
Permanent employment, age 15-64 (%) 67.3 82.3 93.1
Head employed in services sector (%) 40.8 64.5 84.1
Head employed in agriculture (%) 36.5 15.6 4.4
Median savings rate (50th pctile, %) 9.6 22-30 35-51
Food as share of expenditure (96), . oiua srom psa 52.4 40.4 22.3
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The Scale of Vulnerability: More Widespread Than
Poverty

Poverty vs. Vulnerability Rates, 2018-2023 ~30% of households are
40
B Poverty Rate vulnerable
35 g e Vulnerability Rate Nearly 3x the official poverty rate
30+ 29.2% 29.9% (~11%) in 2023

Vulnerable > poor population

The at-risk group is structurally

Fraction of Households (%)
[\ ]
o

13 larger — and often invisible to policy
10 -
Stable pattern, 2018-2023
55 ops . .
Vulnerability is a persistent
0- i

= ST = structural feature, not just a COVID

effect
Source: Cabalfin et al. (2026); Chaudhuri (2003) methodology applied to FIES 2018, 2021, 2023
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Vulnerability Cuts Across All Income Groups

Vulnerability Rate by Income Class, 2018-2023

100 -
s 2018
s 2021
s 2023
80 -
=
2
"8 60 -
[ 7]
=
=
=
6_ 40 -
h
[=]
Q2
[
20 -
_ * Source: Cabalfin et al. (2026)
0 ] [ [
Low income Lower Middle Upper Upper Rich
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44% of low-income (non-poor) households remain vulnerable. Even lower-middle-income households

face ~¥11% vulnerability. Genuine economic security emerges only at higher income levels.
Source: Cabalfin et al. (2026)
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Regional and Demographic Dimensions of

Vulnerability

Poverty and Vulnerability by Region (Selected), 2023
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Source: Cabalfin et al. (2026); Excel data from Poverty and Vulnerability Rates 2018—-2023
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Structural Drivers of Vulnerability

Vulnerability in the Philippines is rooted in structural features of the economy — not individual

01 Labor Market Informality

Workers lack stable contracts, social insurance, or employer

benefits. 29% of low-income workers are in short-term jobs.

02 Health Shocks

Out-of-pocket costs remain high despite progress on
universal health coverage — forcing households to deplete
savings.

03 Climate and Disaster Risks

Typhoons, floods, and droughts disproportionately affect
lower-income households in one of the world's most
disaster-prone countries.

04 Limited Asset Accumulation

Many families exit poverty without building buffers. Bottom
25% of low-income households have only 5.8% savings rate.
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Social Protection: Evidence from the 4Ps

The Role of 4Ps: The 4Ps has significantly
reduced acute vulnerability among beneficiary
households. Reactive poverty N Proactive resilience
4Ps households: ~51-72% vulnerable == P

vs comparable non-beneficiary poor HHs with
children: ~67-86% vulnerable Static targeting Dynamic coverage

(poor only) (vulnerable too)

Social protection must evolve from:

Critical gap: Vulnerability near program exit
remains high. Transfers reduce risk but cannot

. . Short-term Long-term security
alone guarantee sustained security. transfers architecture

Source: Kidd et al. (2025); Cabalfin et al. (2026)
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Policy Recommendations: Four Priority Areas

G Strengthen Shock-Responsive Social e Expand Social Insurance for Informal
Protection Workers
Scale up social assistance during crises. Institutionalize Extend contributory health, unemployment, and
automatic expansion to prevent temporary setbacks pension coverage to informal workers through
from becoming poverty traps. subsidized contributions and simplified enroliment.
Promote Stable Livelihoods & Upward N . . N
e - P Institutionalize Vulnerability Monitoring
Mobility
Invest in skills development, active labor market Regularly track income volatility, risk exposure, and
programs, and MSMEs support to move households downward mobility alongside official poverty statistics
into secure, productive employment. for early warning of welfare reversals.

Source: Cabalfin et al. (2026); PIDS Policy Notes 2026-02
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Conclusion

@\ sanut

"Escaping poverty is not enough."”

WSCK,‘:!W run !ﬂlﬁ#

Real progress in reducing poverty has been
‘ made — but vulnerability remains

| widespread and structurally entrenched
o across the income distribution.
Philippine
Institute for . .
Development Nearly 30% of households — including the
Studies

emerging middle class — are just one shock
away from poverty.

PIDS Discussion Paper 2026-01 Resilience requires shock-responsive

Cabalfin. Albert. and Mahmoud protection, expanded social insurance, stable
January ’2026 ' livelihoods, and vulnerability monitoring.

Reducing poverty without addressing
vulnerability is insufficient for inclusive and
sustainable development.
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Escaping Poverty Is Not

el Enough: Vulnerability, Risk,
and the Fragile Middle Class
in the Philippines”

Philippine
[nstitute for
Development
Studies

PIDS Policy Notes 2026-01

Cabalfin, Albert, and Mahmoud
January 2026

Thank You

Questions & Discussion

dcabalfin@pids.gov.ph
jalbert@pids.gov.ph
mmahmoud@pids.gov.ph
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