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INTRODUCTION



Background of the Study

WEALTH

 the possessions of valuable resources or materials 

(Bakare, 2011)

 considered as a measurement of well-being

 is thought to be correlated with defining the 

household’s socio-economic position (SEP)

 originally arisen from demographic studies such as 

the Demographic and Health Surveys (DHS)



 DHS do not contain any economic indicators  such  as  income  or  

consumption  expenditure

 However, they collect information on ownership of a range of 

1. Durable assets (e.g. car, refrigerator and television);

2. Housing characteristics (e.g. material of dwelling floor and 

main cooking fuel); and

3. Access to basic services (e.g. electricity supply, 

source of drinking water and sanitation facilities)

 These assets could also be used as indicators of living standards 

and started constructing wealth indices for that purpose



Wealth index 

 composite measure of a household’s cumulative 

living standard (Filmer and Pritchett, 2001)

 use of assets to complement income and 

consumption-based measures of welfare in 

developing countries 

Wealth Index Defined



Criticisms on Income and Monetary Indicators

Deceptively hard 

to measure

Unwilling to truthfully 

report their incomes 

100

50
70

Struggle to remember 

all of their possible 

sources of income

Extensive use of data

Rationale



 Poverty levels in the Philippines vary greatly by 

region (ADB, 2009)

 Even having moderate economic growth, poverty 

reduction has been slow

 The wealth index constructed in this study will allow 

for the identification of problems particular to the 

poor



 In order to plan, implement and monitor 

development programs and other publicly or 

privately provided services in Mindanao provinces 

in an equitable way, it is necessary to identify the 

poor. 

 It includes individuals or households with low 

socioeconomic or household wealth, who might be 

more vulnerable to poor economic outcomes. 



 Advantage of wealth index over the income or 

expenditure based poverty measures:

 allows greater flexibility, and 

 provides for more informed policy making

 So, it is important to identify provinces that are 

more deprived than the others and explore its 

reason by identifying the categories that contribute 

the most to overall deprivation



Objective of the Study

 To construct and measure the wealth index across 

Mindanao provinces using Principal Components 

Analysis (PCA)



Scope and Limitations

 was limited to 11 Mindanao provinces namely 

Basilan, Bukidnon, Compostela Valley, Lanao del 

Norte, Lanao del Sur, Maguindanao, North 

Cotabato, South Cotabato, Sultan Kudarat, Sulu, 

and Tawi-Tawi.

 cross-sectional data within the year 2014-2015.



METHODOLOGY



Conceptual Framework



Statistical Method

A. Indicator Variables

(i) common for all survey rounds; and 

(ii) common in all the Mindanao provinces

B. Dichotomize variables

All variables were first dichotomized (1=Yes, 0=No) 

to indicate the ownership of each household asset 



C. Construction of Wealth Index using Principal 

Components Analysis

1. Standardize variables 

standardize each variable by its mean and standard 

deviation

2. Computing the Weights 

It is the assets that are more unequally distributed between

households that are given more weight

3. Wealth Index

Multiply the standardized value of each indicator by its

component score coefficient and sum over all the resulting products

to get the wealth index for that case



RESULTS AND DISCUSSIONS



 Table 12. Mean Wealth Score Per Quintile, Per Province 

  1 2 3 4 5 

Basilan -2.2919 -1.1248 0.0725 1.2351 2.3798 

Bukidnon -2.3954 -1.1655 0.1468 1.0738 2.2302 

Compostela Valley -1.9758 -1.5012 -0.6405 1.0781 3.1344 

Lanao del Norte -1.9910 -0.9989 -0.2000 0.7123 2.5055 

Lanao del Sur -1.8786 -1.0147 -0.2908 0.5051 2.7268 

Maguindanao -1.7393 -1.1737 -0.5190 0.6153 2.8167 

North Cotabato -2.2200 -1.0315 0.0168 0.8345 2.3262 

South Cotabato -1.7579 -0.9150 -0.2148 0.6911 2.1201 

Sultan Kudarat -2.2560 -0.9276 0.0667 0.8547 2.1712 

Sulu -1.3598 -1.3585 -1.3585 0.1821 3.7403 

Tawi-Tawi -1.4172 -1.0880 -0.6467 0.3653 2.7967 

 



CONCLUSION AND 

RECOMMENDATIONS



 Based on the findings, Compostela Valley and Sulu has the richest 

20% of households having the highest wealth score.  On the other 

hand, Basilan and Bukidnon have the lowest wealth scores indicating 

that they have the poorest 20% of households compared to other 

provinces.

 Basilan has attained low inequality, Bukidnon, Compostela Valley,

Lanao del Norte, and North Cotabato, showed average

inequality, and Lanao del Sur, Maguindanao, South Cotabato, Sultan

Kudarat, Sulu, and TawiTawi displayed high inequality in terms of

wealth relatively.

Conclusion



 This study only covered 11 Mindanao provinces. It is 

recommended to widen scope once data was made available.

 Focus more on delivering poverty alleviating programs in the 

province of Basilan and Bukidnon since they have the lowest 

wealth scores.

 This  study employed principal components analysis in the 

construction of the wealth index. However,  further research is 

recommended to compare (PCA) with other methods like 

principal factor analysis (PFA)

Recommendations


