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Po ve rty Re ductio n  

By I sabel Ort iz 

ht t p:/ / w w w 2 .gsb.colum bia .edu/ ipd/ j _ pover t y .ht m l 

Po ve rty Tre n d s  an d  Me as u re m e n ts 

More than 2.8 billion people,  or  around half t he wor ld's populat ion,  live below the internat ional pover t y  line of 

US$2 a day.  Of t hose, 1.2 billion people live in ext rem e pover t y ,  surv iv ing on less than $1 a day.  Most  of t he 

poor  are in Asia and Afr ica.  The incidence of pover t y  is larger  in wom en than m en and higher  in rural areas 

than in urban areas.  Vulnerable groups such as the elder ly ,  ethnic m inor it ies,  refugees or  persons with 

disabilit ies are m uch m ore affected by pover t y .  Since 1990, t he incidence of pover t y  has decreased, and the 

propor t ion of people liv ing below the two dollar-a-day pover t y  line declined from  60%  to 53%  of t he total 

wor ld populat ion.  However,  in absolute term s, pover t y  is not  decreasing. Populat ion growth rem ains high in 

developing count r ies,  and m any are born in pover t y  and dest it ut ion.  Using Wor ld Bank 's data,  t he num ber of 

poor  people has actually  increased since the late 1980s.  

 

The definit ion and m easurem ent  of pover t y  is a highly  polit ical issue. Count r ies tend to hide the ex istence of 

large pockets of pover t y  as it  m akes t hem  look underdeveloped and ev idences public policy failures.  

Current ly ,  dif ferent  count r ies use dif ferent  m ethodologies and are hard to com pare -  oft en t hey are based on 

the per  capita expenditure necessary to at tain 2000-2500 calor ies per  day,  plus a sm all allowance for  non-

food consum pt ion.  However ,  t hese m easures do not  adequately  ref lect  other  expenses necessary t o cover  

basic needs -  clothing, dr ink ing water ,  housing, access to basic educat ion and health,  am ong others.  This is 

the reason that  United Nat ions inst it ut ions star ted using the one and two-dollar -a-day pover t y  lines;  but  t hese 

also have obvious f laws.  I f  m easurem ents based on a real m inim um  consum pt ion basket  were used, t he 

num ber  of people liv ing in pover t y  would soar .  There are m any m ore poor  people than appear  registered in 

off icial stat ist ics.  

 

Many argue that  pover t y  is not  only  incom e pover t y .  Pover t y  also has non-econom ic dim ensions,  like 

discr im inat ion,  exploit at ion,  or  fear .  Other  aspects should be considered,  such as lack of cont rol of resources,  

vulnerabilit y  t o shocks,  helplessness to v iolence and corrupt ion,  lack of voice in decision-m aking, 

power lessness and social exclusion.  As we expand the definit ion of pover t y ,  t he num bers of people affected by 

it  increase.  

 

Pover t y  should be dist inguished from  inequalit y .  I nequalit y  shows the dist r ibut ion of incom e, consum pt ion and 

other  welfare indicators in society;  in 2000, t he r ichest  1 per  cent  of adult s owned 40%  of global assets,  and 

the r ichest  10%  of adult s accounted for  85%  of t otal wor ld assets;  in cont rast ,  t he bot tom  half of t he wor ld 

adult  populat ion owned barely  1%  of global wealth.  The com par ison between what  t he r ich and the poor  

possess raises ser ious quest ions on the adequacy of current  developm ent  m odels ( developm ent  for  whom ?)  

and generates feelings of inj ust ice and polit ical claim s. This is why nat ional est im ates of inequalit y  are even 

less reliable than those on pover t y ;  incom e dispar it ies are not  at  t he core of nat ional stat ist ical data ( for  

instance, Egypt  and I ndonesia are "off icially"  m ore equal societ ies than Aust ralia or  France) .  For  t hese 

reasons, United Nat ions inst it ut ions have been work ing towards bet ter  m onitor ing of pover t y  and dist r ibut ion 

data.  Recent  f indings show that  inequalit y  has been growing in the late decades of t he 20th century .  

Redressing global asym m et r ies is an urgent  pr ior it y .  
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Po ve rty Re d u ctio n  in  H is to rica l Pe rs pe ctive  

Pover t y  is not  a new phenom enon. Many descr ipt ions of Europe in t he 19th century descr ibe liv ing and 

working condit ions sim ilar  to  t hose seen today in developing count r ies.  Char les Dickens’ stor ies of children’s 

m isfor tunes are analogous to t he lives of m any work ing children in contem porary Afr ica,  Asia and Lat in 

Am er ica.  Fr iedr ich Engels descr ipt ion of Manchester 's r iver  I rk  indust r ial ghet to is sim ilar  to today’s shanty -

town scenes from  Sm oky Mountain in Manila or  Nova I guazu in Rio de Janeiro.  What  happened in developed 

count r ies,  econom ic developm ent  accom panied of social developm ent ,  can also happen in developing 

count r ies.   

 

Let's t ake t he exam ple of t he US in t he 1930s.  Aft er  t he 1929 crash and the Depression,  pover t y  was 

widespread, people m igrated with lit t le m ore to sell t han their  own labor ,  m afias were powerful and cit izens 

power less -  once again,  a sim ilar  situat ion to today 's developing count r ies.  Aft er  years of hardship,  

unem ploym ent  and cr isis,  t he Roosevelt  Adm inist rat ion em barked on the New Deal t o rev it alize t he econom y 

and suppor t  US cit izens.  I t  worked.  The US entered a per iod of prosper it y .   

 

At  t he end of Wor ld War I I ,  polit icians from  the advanced econom ies were determ ined that  unem ploym ent  

and econom ic cr isis,  which had provoked polit ical cr isis and result ed in Com m unism  and Fascism , should 

never  happen again.  They accepted that  full em ploym ent  and m acroeconom ic stabilit y  should be the pr im ary 

nat ional policy  obj ect ive,  and the governm ent  got  m ore involved in educat ion,  m edical care,  social and 

housing assistance,  m inim um  ret irem ent  levels,  em ploym ent  policies,  enforcem ent  of labor  laws and 

regulat ions.  These program s were not  new, t hey had been an essent ial par t  in t he m odernizat ion program s of 

t hese wealthier  societ ies at  t he ear ly  stages of t heir  developm ent .  I t  worked again.  Postwar  policies allowed 

high product iv it y  gains in t he workforce,  expanded dom est ic dem and, and increased econom ic growth.  The 

populat ions of Europe,  Japan, Nor th Am er ica,  Aust ralia and New Zealand exper ienced a prosper it y  unseen in 

history.   

 

The lesson is t hat  pover t y  can be reduced if  governm ents are com m it ted -  and it  can be reduced fast . 

However ,  Third Wor ld governm ents are rarely  fully  com m it ted -  pover t y  reduct ion is generally  only  one of 

m any developm ental obj ect ives.  A signif icant  am ount  of developing count r ies are starved of capit al,  pressured 

by external debt ,  and have lim it ed access to developed count r ies m arkets t o expor t  t heir  products.  Social 

policies,  such as health,  em ploym ent  or  pensions,  have not  been a pr ior it y ;  t hey have been largely  neglected,  

or  at  best  addressed with inadequate resources.  Standard policy prescr ipt ions prov ided by m ajor  developm ent  

agencies ( “ t he Washington Consensus” )  are oft en inadequate and ended causing pover t y  in t he past .  I n m any 

cases,  public policy-m aking has been captured by som e interest  groups who benefit  dispropor t ionately  from  

public policies,  instead of ensur ing developm ent  for  t he m ajor it y  of t he populat ion.  This is why the pover t y  

reduct ion debate is highly polit icized and ideological.  

Th e  Po ve rty,  In e qu ality an d  Eco n o m ic Gro w th  D e bate  

Many argue that  pover t y  reduct ion should not  be a pr im ary obj ect ive for  developing count r ies and that  

econom ic growth should be the f irst  pr ior it y .  Eventually ,  t he benefit s of growth will " t r ick le down"  to the poor .  

Fur ther ,  academ ics like Sim on Kuznets,  t he 1971 Nobel Pr ize laureate in econom ics,  say inequalit y is 

necessary in t he f irst  stages of developm ent  of a count ry .  These v iews are old but  st ill inf luent ial in t he 

developm ent  debate.  Num erous governm ents today suppor t  what  it  has been called the " t r ick le down plus"  

approach (growth as a f irst  pr ior it y ,  w it h som e lim ited basic educat ion,  water  supply  and other  social 

developm ent  proj ect s) .  

 

From  a developm ent  worker  perspect ive,  t he debate appears rather  ster ile -  a convenient  way to postpone 

pro-poor  policies.  I t  seem s obvious that  pover t y  reduct ion needs econom ic growth to be sustainable.  

However ,  a f ixat ion on growth rates is not  enough, dur ing the last  decades there have been signif icant  cases 

of " j obless growth"  where the t r ick le-down effect  does not  occur ,  or  occurs only  m arginally .  Kuznets'  t heor ies 

have been widely  contested.  Ev idence shows that  highly  unequal incom e dist r ibut ion pat terns are obstacles 

not  only  t o pover t y  reduct ion but  also to econom ic growth.  By concent rat ing assets and wealth in t he hands of 

few and m aintaining high pover t y  levels,  count r ies have lim ited dom est ic m arkets;  in turn,  low dom est ic 

dem and depresses local enterpr ises,  and keeps them  from  growing.  Addit ionally ,  poor  liv ing condit ions,  and 



par t icular ly  m alnut r it ion and pover t y  in children, dam age health,  cause death,  reduce intelligence,  and lower  

product iv it y  and oppor tunit ies for  future adult s,  a high tax to pay for  a count ry.  Equitable policies are an 

indispensable inst rum ent  for  count r ies to raise product iv it y ,  m aintain their  internat ional com pet it iveness, 

develop dom est ic m arkets and cont inued econom ic growth.   

The argum ent s for  econom ic grow t h f irst  are:  

• A count ry should save and invest  in it s f irst  developm ent  stages;  eventually ,  t he benefit s of growth 

will t r ick le down to the rest  of society  

• The r ich save m ore;  accordingly,  if  t here are lower wages (higher  inequalit y)  t here will be higher  

average savings,  and thus faster  growth 

• Pover t y  and inequalit y  keep the labor  force cheap and thus encourage investm ent  

• At tent ion should be given to lim it ing taxat ion on investors/ higher  incom e groups.  This can lim it  

available resources for  pover t y  reduct ion or  social developm ent   

The argum ent s aga inst  econom ic grow t h f irst  are:  

• Econom ic growth and pover t y  reduct ion should be prom oted in parallel from  ear ly  developm ent  

st ages,  as par t of t he count ry 's m odernizat ion st rategy and the social cont ract  between the 

governm ent  and cit izens 

• The qualit y  of growth m at ters;  m acroeconom ic var iables are only  aggregates,  developm ent  requires 

m ore than GDP growth,  em phasis has t o be placed on the process of growth ( i.e.  em ploym ent ,  

dist r ibut ive aspects,  good governance, correct ing m arket  im per fect ions.  ensur ing stabilit y  instead of 

volat ilit y)  with parallel investm ents in social developm ent   

• I nequalit y  fosters distor ted developm ent  pat terns such as dependency on cheap labor  ( t he so-called 

" race to t he bot tom ,"  pushing salar ies down to the level of t he poorest  com pet ing count ry)  

• Egalit ar ian dist r ibut ion pat terns encourage dom est ic dem and and thus growth;  greater  effect ive 

dem and ( consum pt ion rat ios)  of t he lower  incom e groups generates a larger  dom est ic m arket 

• Raising the incom es of t he poor  increases product iv it y  of t he workforce  

• The greater  t he inequalit y  t he less the t r ick le-down effect  given that  powerful groups tend not  let  

t heir  pr iv ileges go, ult im ately leading to polit ical conflict   

• The huge gap between r ich and poor  -  80%  of wor ld's populat ion receiv ing only 11%  of wor ld's 

incom e -  has becom e m ore worry ing since the wor ld is facing the threat  of organized ter ror ism  from  

groups based in som e of t he wor ld's poorest  count r ies.  

N atio n a l Po ve rty Re d u ctio n  Po lic ie s  a t th e  Be gin n in g o f th e  2 1s t Ce n tu ry  

Around three-quar ters of t he count r ies in the developing wor ld have ant i-pover t y  plans incorporated in t heir  

nat ional planning. These, however,  are ofte n underbudgeted,  have no target  obj ect ives or  deadlines.  I n 1995, 

t he internat ional com m unit y  set  som e specif ic t argets,  t he Millennium  Developm ent  Goals (MDGs) ,  later  

endorsed by all count r ies at  t he United Nat ions 55th General Assem bly ( 2000) .  They include halv ing hunger  

and ext rem e pover t y  by 2015, and im prov ing a basic set  of developm ent  indicators,  such as achiev ing 

universal pr im ary educat ion,  reducing infant  m or talit y  rates,  im proving m aternal health,  prom ot ing gender  

equalit y  and em power ing wom en, com bat ing HI V/ AI DS and m alar ia,  suppor t ing environm ental sustainabilit y  

and consolidat ing developm ent  par tnerships.  The MDGs are am bit ious but  achievable prov ided governm ents'  

com m itm ent .  United Nat ions inst it ut ions,  t he OECD, bilateral donors and internat ional NGOs, have all voiced 

support  for  the MDG targets.   

I n this context ,  t he m ult ilateral f inancial inst it ut ions ( such as the Wor ld Bank and the regional developm ent  

banks)  changed their  operat ional obj ect ives from  econom ic growth to pover t y  reduct ion -  at  least  rhetor ically .  

That  has been a very im por tant  change,  full of cont roversy -  t he old "growth versus pover t y"  debate 

reem erged and rem ains act ive in alm ost  all count ry  policy dialogues.  Generally ,  a count ry  needs to:  



 

1 .  D iagnose  obst acles t o pover t y  reduct ion and design st ra t egies t o overcom e t hem : The f irst  stage 

consist s of understanding why pover t y  ex ist s in a par t icular  count ry ,  agreeing on a pover t y  m easure,  

rev iewing the obstacles t o reduce pover t y .  Nat ional Developm ent  St rategies,  and where applicable,  Pover t y 

Reduct ion St rategies (PRS) ,  are drafted ident ify ing m edium -  and long- term  targets t o reduce pover t y .   

2 . Pr ior it ize  policies for  pover t y  reduct ion: Pover t y reduct ion is not  achieved by char it y - t ype safet y  nets 

alone.  Pover t y  reduct ion requires st ructural changes at  t he econom ic,  polit ical and social levels.   

( a)  Prom ot ing em ploym ent -generat ing growth :  That  m eans prom ot ing qualit y ,  non-volat ile growth 

that  suppor t s em ploym ent ,  w ith at tent ion to dist r ibut ive aspects and good governance. I t  requires 

adequate m acroeconom ic policies,  em ploym ent  should be a pr im ary obj ect ive and not  t o be “ crowed 

out ”  by a narrow focus on inf lat ion cont rol and f iscal discipline.  Som e are tolerant  t o m oderate rates 

of inf lat ion given the posit ive effect s of an expansive m onetary and f iscal policy  on aggregate 

dem and. Macroeconom ic policies m ust  also ensure that  public expenditures in t he social sectors are 

m aintained at  sat isfactory levels.  Addit ionally ,  an adequate exchange rate policy com bined with 

indust r ial policy  st im ulates output  and em ploym ent  growth.  Fiscal,  m onetary,  and exchange rate 

policies should be consistent  with em ploym ent -generat ing growth and public investm ent  st rategies.  

Both pr ivate and public sector  enterpr ises can be an engine of growth and em ploym ent ;  for  t hem  to 

cont r ibute t o pover t y  reduct ion,  an enabling environm ent  and effect ive regulatory fram ework should 

be enforced to prom ote com pet it ion,  enforce fair  pract ices and standards,  and ensure that  essent ial 

goods and serv ices are affordable and reach t he poor .  

( b)  Equitable sector  policies that  provide oppor tunit ies,  assets and incom es to the poor :  This is,  public 

policies in any sector  ? from  agr icult ure t o energy?  that  are progressive and benefit  all.  For  instance, 

sector  policies that  enable the poor  t o build,  buy or  have access to natural assets ( land,  proper t y ,  

natural resources) ,  f inance ( credit ) ,  and access social serv ices (educat ion,  health,  social protect ion) .  

Many public policies in developing count r ies had very lim it ed coverage and ended benefit ing the 

wealt hy.  I ncidence benefit  analyses developed around the wor ld for  a var iet y  of public policies 

ev idence that ,  generally ,  t he following public investm ents are equitable:   

•  Educat ion and healt h:  Expanding coverage of free pr im ary and secondary serv ices 

•  I nfrast ructure:  rural elect r if icat ion,  affordable water  and sanitat ion,  rural roads, affordable public 

t ranspor t  system s 

•  Social Protect ion:  Social secur it y / welfare program s, especially  non-cont r ibutory social pensions 

•  Labour :  Decent  work agenda,  act ive and passive labour  m arket  policies 

•  I nclusive f inance:  developm ent  banks,  rural banks,  m icrof inance 

•  Decent ralizat ion,  if  good governance at  t he local level,  at tending to equalizing redist r ibut ing 

form ulas secur ing t ransfers between regions  

•  Rural developm ent  program s ensur ing access to land,  water ,  m arkets,  livestock,  credit  for  

sm allholders  

•  Urban developm ent  and housing focused on low- incom e areas 

Alter  alia,  t he following do not  benefit  t he poor :  

 

•  Defense/ m ilit ary  expendit ures 

•  Health:  Urban hospit als far  from  urban m arginal areas,  specialized clinics ( cardiology et c.)   

•  I nfrast ructure:  Large infrast ructure projects—dam s, m otorways, airpor t s  

•  Social Protect ion:  Pr ivate pensions 

•  Financial sector :  Reform / rescue of bank ing system  ( t ransfers t o large banks)   

( c)  Ensur ing good governance by suppor t ing eff icient ,  accountable,  t ransparent ,  and responsive 

public adm inist rat ions,  with a m andate and capacit y  for  pro-poor  intervent ions;  ensur ing legal 

system s that  are equit able and accessible to the poor ;  enforcing law and order ;  building public 



m anagem ent  free of polit ical distor t ions with decent ralized m echanism s for  broad-based par t icipat ion 

in t he delivery of public serv ices and effor t s t o m inim ize the likelihood of t hese serv ices being 

captured by local elit es;  prom ot ing progressive tax system s and adequate allocat ions for  social 

serv ices;  f ight ing nepot ism  and corrupt ion.  

( d)  Em power ing the poor  and excluded groups by enhancing their  capacit y  t o inf luence the 

inst it ut ions that  affect  t heir  lives and st rengthening their  par t icipat ion in polit ical and econom ic 

processes. Organizing the poor  and excluded groups to f ight  for  t heir  r ights was a cr it ical factor  in 

prom ot ing social progress in developed count r ies -  social developm ent  would have not  happened 

without  t he f ight  of unions and civ il r ights groups. Em powerm ent  and social m obilizat ion are 

int r insically  linked to the broader  agenda of good governance, t ransparency,  and accountabilit y  of t he 

governm ent  to it s cit izens. 

(e)  Fight ing Exclusion and Gender  Dispar it ies.  The increasing fem inizat ion of pover t y  is now a well-

recognized t rend.  The gender  div ision of labor  and responsibilit ies for  household welfare t ranslate in 

non-paid work and lack of oppor tunit ies.  Gender  dispar it ies frequent ly  result  in gender  based 

inequalit y  in access and cont rol of resources and discr im inat ion against  wom en's basic r ights,  e.g.  

educat ion,  em ploym ent ,  inher it ance, regist rat ion.  To reduce pover t y  and to advance the status of half 

the wor ld's populat ion, su ppor t  m ust  be prov ided t o t he developm ent  of gender-sensit ive policies and 

program s. Other  excluded groups (e.g.  caste,  ethnic groups)  require specif ic aff irm at ive policies.   

3 .  Adequat e  funding: Policies need to be accom panied of adequate funding.  Most  governm ents and public 

inst it ut ions ( including internat ional organizat ions)  claim  they do a lot  for  t he poor  – the issue is how m uch? 

Their  real pr ior it ies are ref lected in t he budgets.  Who benefit s m ost  from  public expenditures? I s spending 

reaching the poor? Or is spending centered on sustaining adm inist rat ive st ructures,  vested interests?  

4 .  The  polit ica l econom y of  re form : Nat ional adm inist rat ions are usually  not  opposed to pover t y  reduct ion 

but  f ind them selves in sit uat ions in which powerful m inist r ies or  vested interest  groups f ight  for  pr iv ileges and 

unjust if ied shares of t he budget ,  collapsing resources for  pover t y  reduct ion.  A good stakeholder  analysis of 

t he winners and losers of reform  m ay facilit ate t he process,  by m aking the t rade-offs t ransparent ;  public 

expenditure rev iews are also useful t ools t o br ing t ransparency and rat ionalit y  t o decision m aking.  Successful 

program s are norm ally  t hose that  are suppor ted by the ser ious polit ical com m itm ent  of t he count ry 's 

leadership,  and agreed on by nat ional polit ical coalit ions. 

Bu t Mo re  Is  N e e d e d  to  Re d u ce  Po ve rty: Re d is tribu tio n ,  In te rn atio n a l Po lic ie s   

Crit ics of t his agenda say it  does not  go far  enough. The agenda, generally  suppor ted by UN agencies and the 

progressive wings of t he developm ent  banks,  is a necessary but  not  suff icient  condit ion for  fast  pover t y 

reduct ion.  For  instance, m ore can be added on redist r ibut ion policies.  Redist r ibut ion is essent ial because the 

benefit s of growth do not  naturally  reach all in society,  it  is a legit im ate goal of public policy,  t o balance the 

tendency of t he m arket  t o concent rate resources.  Redist r ibut ion needs to happen at  two levels,  nat ionally  and 

internat ionally  – let ’s rem em ber  t hat  t he r ichest  2%  owns 50%  of wor ld’s wealt h.  Jeffrey Sachs,  Director  of 

the UN Millennium  Proj ect ,  notes that  pover t y  could be eradicated with only  one per  cent  of t he com bined GDP 

of OECD count r ies.  Redist r ibut ion m ay be achieved through dom est ic t axat ion,  increased developm ent  aid and 

new proposed internat ional sources such as t axes on shor t- t erm  speculat ive f inancial t ransact ions,  on arm s 

t rade, pollut ion and others.  

Fur ther ,  t he agenda focuses on nat ional dom est ic t opics,  but  is very lim ited on external issues at  t he 

internat ional level,  such as debt  relief,  im pacts of global f inance,  and lack of access t o m arket s,  am ong 

others.  Cr it ic NGOs, think- t anks and exper t s inside UN agencies are cam paigning for  social and econom ic 

alt ernat ives,  a new system  of global governance to ensure that  nat ional and internat ional public policy-m aking

is coherent  and benefit s all wor ld cit izens.  Of t he several proposals,  t here is consensus that  effect ive pover t y  

reduct ion will require internat ional act ion to:  



 

( i)  Resolve  t he  problem  of   Third W or ld debt :Despitedebt  reduct ion at tem pts,  m any developing count r ies 

rem ain highly  indebted and their  scarce funds have to be used for  debt  repaym ent  instead than for  pover t y  

reduct ion -  NGOs like Jubilee 2000 have been f ight ing for  a cancellat ion of all debt  in poorest  nat ions.  

( ii)  Manage int erna t iona l f inance  a nd corpora t ions:Cont inual shocks and instabilit ies in today 's f inancial 

m arkets have led cr it ics to talk  about  a "global casino"  and the need to regulate it  t hrough a new f inancial 

archit ecture that  suppor t s developm ent ,  f ights shor t- t erm  speculat ive capital f lows,  t ax  evasion and m oney 

launder ing.  There is a need to establish and enforce bet ter  pr inciples of public accountabilit y  and protect  

cit izens/ consum ers from  possible corporate ir responsibilit y   

( iii)  Reform  internat iona l t rade ,   Cur rent  t rade ar rangem ents are not  free and non discr im inatory as is 

claim ed. I n fact ,   t he EU, US and Japanese subsidize their  own producers,  including the agr icult ural sector  -  

agr icult ure is one of t he few econom ic act iv it ies t hat  poor  count r ies can develop to reduce pover ty.  I nstead, in 

t he nam e of "eff iciency"  and " free m arkets" ,  developing count r ies are told t o open-up and liberalize their  

econom ies -  as a result ,  dom est ic producers cannot  com pete with t he subsidized, higher  qualit y  products from  

developed count r ies and close down, generat ing fur ther  unem ploym ent  and pover t y .  Abandoning this double 

m oral ( "Do as I  t ell you,  not  as I  do" )  and uncr it ical im plem entat ion of m arket- fundam entalist  policies is 

essent ial t o reduce pover t y .  Current  t rade policies should be replaced for  a system  of " fair "  t rade which favors 

poorer  regions,  ensur ing t hat  developing count r ies are given a role in t he wor ld econom y. 

Th in gs  to  W a tch  Ou t Fo r - D is tin gu is h in g Be tw e e n  Rh e to ric  an d  Practice   

•  Where are budgetary allocat ions going? I s spending pro-poor? (applicable to governm ent  or  any inst it ut ion -

i.e.  m inist ry ,  internat ional organizat ion) .  I s spending centered on sustaining adm inist rat ive st ructures,  vested 

interests?  

•  Are key sectoral program s (agr icult ure,  infrast ructure,  educat ion,  health,  pensions, etc)  work ing to reduce 

pover t y? Who benefit s? What  are the m ajor  obstacles to t he poor  t o par t icipate in econom ic act iv it ies and 

benefit  from  developm ent?  

•  How are governm ent  revenues collected? I s a progressive t ax system  enforced?  

•  Are corrupt ion and cr im e disrupt ing investm ent  and civ il act iv it ies? Do all cit izens have equal access to 

j ust ice,  secur it y  and serv ices? I s t he governm ent  effect ively  f ight ing discr im inatory pract ices against  gender ,  

caste,  race,  or  religious beliefs? Are com m unit ies organized and are aware of m echanism s to protect  t hem  

from  abuse?  

•  What  have been the social im pacts of recent  econom ic policies? ( im pacts on labor  and em ploym ent ,  im pacts 

on pr ices of essent ial goods and serv ices,  im pacts on gender  and vulnerable populat ions)   

•  How is progress m easured -  How is t he pover t y  line calculated and have there been any changes in t he 

m ethodology?  

Co n clu s io n : U n d e rs tan d in g Po ve rty o n  a  Glo bal Sca le  

The latest  t hink ing on pover t y  reduct ion focuses on the need to understand pover t y  on a global scale.   

First ly ,  because pover t y  is re-em erging in developed econom ies,  pover t y  is no longer  a Third Wor ld 

phenom enon. Two decades of neoliberal policies have eroded the liv ing condit ions of cit izens in t he West .  The 

end of t he post-war  boom  in t he 1970s m ade Organizat ion for  Econom ic Cooperat ion and Developm ent  

(OECD)  policy m akers abandon Keynesian approaches and replace them  with supply -side policies,  under  the 

correct  assum pt ion that  growth would be helped if  com panies sharpened their  com pet it ive edge. But  global 

dem and cont inued stagnat ing leading to a squeeze of corporate prof it s,  shakeout  of labor ,  slow down of 

growth of f ixed investm ent  and thus a decrease in dem and for  capit al.  This generated pressure on lower ing 

wages and m aking labor  m arkets m ore f lex ible which increased incom e inequalit y .  Gross public sector  debt  

becam e as high as 70%  of nat ional incom e in OECD count r ies,  and this m ade policy-m akers to fur ther  cur tail 

social expendit ures and pr ivat ize social serv ices.  Paradoxically ,  m ost  of t hese savings went  to support  pr ivate 

sector  com panies in t he public effor t  t o generate growth ( t ax breaks,  incent ives,  bailouts,  et c) ,  so the average 



cit izen has exper ienced a signif icant  decrease in welfare,  while growth has rem ained low, unem ploym ent  and 

public debt  high,  because these neoliberal shor t- t erm  policies do not  address the long- term  st ructural causes 

of t he problem :  overproduct ion and global excess capacit y  in a context  of weak effect ive dem and.  

 

Secondly ,  it  is necessary  t o t hink globally  because som e of t he causes of pover t y  in developing count r ies are 

due to internat ional policies that  governm ents cannot  inf luence ( for  instance, lack of access to developed 

count r ies’ m arkets) .  Reducing pover t y  will require a concer ted internat ional effor t .  Addit ionally ,  developing 

count r ies were forced to adopt  t he sam e or thodox m odel applied t o developed econom ies -  t he so-called 

"Washington Consensus"  polices ( st ructural adjustm ents,  reducing cont rols on capital and t rade, curv ing 

public expenditures,  pr ivat izat ion) .  This led to m aintaining or  deepening social depr ivat ion,  instead of 

invest ing in hum an capital as par t  of nat ional developm ent  st rategies,  t o t he point  t hat  t he 1980s-2000s have 

been called " the lost  decades" .   

The new century star t s with profound changes. Globalizat ion is shift ing t rade, investm ent  and technology, 

changing values;  it  is also generat ing econom ic interdependence and vulnerabilit y  t o econom ic shocks and 

downturns.  I f  no equitable policies are in place, count r ies m ay exper ience m ount ing unem ploym ent ,  pover t y ,  

m arginalizat ion and polit ical conflict ,  given that  populat ions pay the shor t- t erm  costs of cr isis.  For  

globalizat ion to be accepted,  it  w ill require bet ter  m anagem ent ,  a "New Deal"  for  both developed and 

developing count r ies,  in which the benefit s of globalizat ion are shared by all -  instead of few. Fur ther ,  t he 

reduct ion of pover t y  at  a global scale will boost  global dem and and product iv it y .  Thus the reduct ion of pover t y  

m ay not  only  allev iate hum an suffer ing,  a goal in it self,  but  also have a pr im ary role to sustain growth and 

well- funct ioning m arkets.   

 


