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Abstract

How to decrease poverty has been extensively analyzed in the last two decades but, 

especially so, after the adoption of the millennium declaration (United Nations, 2000), 

which recognizes the elimination of poverty as one of the most important development 

goals. There are two important factors contributing to poverty reduction: economic 

growth and decrease in inequality. This paper constitutes an attempt to determine the 

relative contribution of changes in those variables to changes in poverty in Mexico by 

applying standard decomposition techniques and other methodologies that have been 

proposed to analyze the, sometimes, overlooked and underestimated impact of 

inequality on poverty. Our findings clearly indicate that growth with redistribution (lower 

income inequality) was indeed the key to reducing poverty continuously and in an 

important manner during 2000–2006. However, after 2006, decreasing per-capita 

income, and the persistently high inequality (Gini of 52%) in the country, caused the 

reversal of the favorable trend observed since 1996, raising poverty to pre-2002 levels. 

It follows that, for Mexico, a middle-income country exhibiting quite low growth rates and 

high inequality levels, the further improvement in its distribution of income is essential if 

Mexico’s 57% of the population (61 million people in 2008) is ever to be raised out of 

poverty. Consequently, the implementation of an active pro-poor growth policy should 

be strongly encouraged.

Keywords: Poverty; inequality; redistribution; pro-poor growth; Mexico; Latin America.

JEL Classification: D31, I32, I38, O12, O54.

                                                  
� This paper is based on part of my doctoral dissertation. I am grateful to Yoko Kijima for her 
supreme supervision of my research. I also wish to thank Seki Asano, Juan Chavez-Martin del 
Campo, Mari Minowa and Kaori Miyazaki, as well as seminar audiences at the Bank of Mexico, 
for helpful comments and suggestions. The financial support provided by the Bank of Mexico 
during my participation in its summer internship program, where I worked on the initial phase of 
this research, is gratefully acknowledged. Of course, any remaining errors are my own.


