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Aristotle once argued that “extremes of wealth and poverty are the main sources of evil”. In our 
time, evil signifies short, miserable and undignified lives; xenophobia; urban crime; and violence 
-- all of which impact disproportionately on the poor. To talk about poverty is to talk about 
wealth: similar processes and institutions that connect people differently make some poor and 
others rich. Attacking poverty therefore requires a focus on inequality.  (Bangura, EJDR Forum, 
forthcoming) 
 
 
This paper builds on the evidence and arguments presented in the 2010 UNRISD report, 
Combating poverty and inequality: Structural change, social policy and politics, focusing in 
particular on two of the key questions addressed: Can poverty be effectively and sustainably 
reduced without tackling inequality, or put differently, is inequality an insurmountable obstacle to 
poverty reduction? And what institutional arrangements and policies are conducive to achieving 
substantial reductions in inequality and poverty?  
 
One of the key conclusions drawn in the report is that widening inequalities along various 
dimensions (not only income) pose a fundamental obstacle to achieving the core goal around 
which the global community mobilized at the turn of the Millennium - of making poverty history. 
It highlights the limits of policies to address poverty through interventions principally ‘targeted’ 
at the poor. Conversely, it demonstrates from historical and comparative experience that countries 
that have achieved and sustained a reduction in poverty and inequality have done so through 
policies that have been more broad-based in their objectives, including social cohesion, national 
building and economic growth. Consequently policies in these cases also tended to be more 
comprehensive and universal. A key message therefore is that, for effective poverty reduction, 
inequalities – along various dimensions – will need to be tackled directly. This in turn requires 
new agendas and political commitments – for policy, advocacy and research.  
 
This paper discusses first the multiple aspects of inequality and their implications for poverty 
reduction; and second, the nature of institutions which underpin, create or reinforce inequalities 
or conversely may support more egalitarian or fairer outcomes. When development policy 
emphasizes the primacy of markets as institutions separate from the social and power structures in 
which all relations of exchange are embedded, the position of socially disadvantaged groups is 
likely to worsen. The paper then discusses policy lessons, constraints on current poverty 
reduction policies, and approaches that could be supportive of a more redistributive agenda to 
tackle poverty. 
 
Inequality - a neglected problem  
As argued in the UNRISD report (also see Bangura, op. cit.) inequality has been relatively 
marginal to recent development thinking, as reflected in the Millennium Development Goals 
(MDGs). Policies for achieving a more just world have been directed at tackling absolute poverty. 
In this view, if extreme poverty is falling, governments need not be concerned for what happens 
at the other end of the income distribution.   
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Several factors have contributed to this unfortunate divorce of poverty and inequality. In the 
1990s, the view gained ground among some economists that high growth rates were sufficient to 
alleviate poverty, especially if income distribution did not worsen. Governments need not follow 
equity-based growth strategies, since what matters most is the income level of the poor, rather 
than equality, the pursuit of which may, it is argued, adversely affect efficiency and ultimately 
growth itself. The fixation with growth and absolute poverty coincided with the triumph of free-
market ideas and the finance and technology-induced boom of the 1990s. Even low-income 
countries in Africa started to experience growth in the late 1990s after the regression of the 
previous decade. On the eve of the new millennium, there was thus a strong belief that the plight 
of the poor could be improved without questioning macroeconomic policy orthodoxy or the 
distribution of income and wealth. 
 
However, a strong body of evidence now shows that highly unequal societies need higher levels 
of growth than relatively equal ones to overcome poverty, and that there is no necessary trade-off 
between equity and growth. Indeed, the UNRISD report argues that poverty is closely related to 
inequalities of class, ethnicity and gender and that these are dysfunctional for development. It 
demonstrates the ways in which inequalities impede poverty reduction both through reducing the 
impact of economic growth in reducing poverty, as noted above; and in a variety of other ways 
including: through its implications for social order, stability and cohesion, which may feed back 
to investment and growth; by impeding the ability of the poor to participate in the growth process, 
limiting the expansion of the domestic market; by fostering institutions that lock the poor into 
poverty traps; or by constraining the capacity of states to pursue redistributive policies that 
enhance social as well as economic goals.   
 
Regardless of the economic evidence for links between inequality, poverty reduction and growth, 
combating inequality is also important because the international human rights framework 
commits governments to uphold equality in civil and political rights. Some notion of equity is 
indeed central to the construction of socially inclusive states and the realization of substantive 
citizenship. Additionally, a multi-dimensional view of poverty includes aspects of poverty that 
are relational, and thus inevitably leads to concern with distributional issues that affect the well-
being of the poor.  
 
If we accept the now extensive evidence of the dysfunctional relationship between inequality and 
development, and the nature of inequality-driven poverty traps, we clearly need to refocus the 
attention of the development community on reducing inequality as a necessary accompaniment to, 
if not a precondition for, effective poverty reduction. Accepting the necessity of tackling 
inequality is however insufficient. As with poverty, inequality is multi-dimensional. Various 
conceptualisations of inequality, equity or justice lead in turn to different policy approaches and 
solutions. As with poverty, inequality is most frequently discussed in development contexts in 
terms of income and wealth, but the most easily measured and therefore frequently analysed 
dimension is income. A focus on these vertical inequalities in terms of income and its distribution 
tends to ignore or downplay the structural underpinnings that shape class or horizontal (group) 
inequalities. Such an approach easily feeds into the approach to poverty reduction noted above: 
raising the incomes of those at the bottom of the distribution while ignoring those higher up. It 
fails to address within and between group inequalities.  
 
In a neo-liberal world where what matters above all is the capacity to ‘compete’ in the market 
place, those who ‘have not’ (the poor or otherwise dispossessed) can be given a leg up on to the 
so-called ladder of opportunity, enabling them (given the right skills or human capital, individual 
characteristics and incentives) to climb the ladder and thus perhaps narrow the gap (in income 

 2



terms). Perhaps they may even dream of catching up with those who have. An approach that 
privileges equality of opportunity, usually defined at an individual level (access to education and 
to market resources such as credit), over outcomes, justifies unequal outcomes if the processes 
that generate them are “fair”. Only those who fall below an absolute threshold of need are 
deemed worthy of protection. It avoids tackling current inequalities of income and wealth, hoping 
instead that investment in opportunities might produce more equitable outcomes in the future. 
 
In a broader understanding of inequality, structures of power, often historically constructed and 
socially entrenched, and reinforced by many of those same market liberalizing policies that are 
assumed to create equality of opportunity, turn the opportunity ladder into a slippery pole. A 
safety net, placed to catch those who fall back, is generally little more than a palliative. The 
structural conditions, and social or power relations, that underpin problematic forms of inequality, 
and that disable the poor in efforts to climb the opportunity ladder, need to be addressed directly. 
This requires placing inequality once more centrally within the development discussion. It will 
also present a policy agenda that grapples with the uncomfortable centrality of politics and power 
to the analysis of inequality and thus development.  
 
Tackling global-inter and intra country inequalities, as a means to reducing poverty within the 
existing structural and institutional framework becomes more pertinent in the light of current 
regimes of fiscal austerity. The distribution of ‘costs’ both of the response to financial crisis, and 
of the consequent fiscal austerity measures, are falling disproportionately on those least able to 
absorb them. Analysis for the UK, for example, demonstrates the largest burden falling on lone 
parents and single pensioners, the majority of whom are women (Women’s Budget Group, 2010). 
The result will likely be a further widening of inequalities and higher levels of poverty, adding to 
the existing sense of insecurity. Growing exclusion and alienation, including of youth with no 
vision of secure employment or stable job prospects, and disillusionment with democratic 
systems seen as increasingly unrepresentative, is already being expressed through political protest. 
The prognosis for political commitment to change appears however uncertain. 
 
Rising, persistent and interlocking inequalities 
There is now much evidence that shows an increase in income inequality in most countries in the 
last three decades. The sharpest increase occurred during the 1980s and 1990s when most 
countries pursued economic liberalization policies. Such policies were associated with regressive 
taxation, a shrinking fiscal base, weak social protection for the poor, decline of the civil service 
and industrial working class, and labour market interventions that increased casual, informal and 
unprotected employment. These developments help explain the strong and persistent link between 
personal and functional income distribution as the wage share of national income also declined in 
most countries with data.  
 
Today, most poor, agricultural or primary commodity dependent countries are highly unequal 
because of inegalitarian land tenure systems and an increasing dependence on mineral rents that 
can easily be captured by elites. Declining terms of trade and rising interest rates in the 1980s and 
1990s also impacted negatively on income distribution. In the case of high income countries, the 
dominance of financial and technological sectors has reversed a previous trend of falling 
inequality. Transition economies, such as those of China and the former Soviet Union, that had 
low inequalities under communism, have also witnessed sharp increases in inequality. The same 
goes for liberalizing East Asian countries that industrialized under conditions of moderate 
inequality.  
 
Gender, ethnic and regional inequalities also persist. They intersect with vertical or class 
inequalities and produce multiple disadvantages for many people. The UNRISD report argues 
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that the structure of the labour market can generate or sustain inequalities along several 
dimensions – not only in income or class status, but also by region, ethnicity and gender. It is 
important to address between-group (or horizontal) inequalities because they make up a large 
component of overall inequality within any country. Some groups may be seriously 
disadvantaged even when overall vertical inequality is low. Furthermore, if ethnic groups are 
geographically clustered, industrialization may bypass groups that are not located in dynamic 
zones, intensifying poverty in the neglected areas.  
 
Group inequalities often arise as a result of structural shocks that propel countries along specific 
development trajectories. Three well known shocks are slavery, colonialism, and transitions from 
communal to feudal land tenure systems in which the ethnicity of landlords is different from 
those of peasants. The racial inequalities in the United States can be traced to centuries of racial 
discrimination, with slavery as the structural shock. Latin America’s high inequalities have their 
origins in the iniquitous latifundia system that dispossessed indigenous Indian populations of 
their land. The ethnic inequalities in Malaysia were shaped by the colonial ethnic division of 
labour, in which Chinese and Indians were mostly employed in the modern sector, while Malays 
were predominantly found in the low-productivity peasant sector. Similarly, regional inequalities 
in Ghana and Cote d’Ivoire can be traced to the effects of colonial policies that favoured heavy 
investment in regions where raw materials were readily produced and cheapest to export, which 
was in the south of both countries.  
 
In all these examples, groups starting out in advantageous positions accumulate more, inherit 
higher human capital and have better social connections, while those that are disadvantaged may 
fall into a vicious cycle of poverty.  It may be difficult to improve the positions of poor people in 
disadvantaged groups without tackling the position of the group.  
 
Gender inequalities are also closely linked to the ways in which groups are integrated into 
different sectors of the economy, as well as their representation in political and social institutions. 
They are also reflected in how identities are valued in the cultural sphere. While economic 
development may enhance women’s participation in the labour market, some patterns of growth 
thrive on, and reinforce, gender inequality. For instance, the successful East Asian model of 
industrialization depended on employing young, unmarried women on highly unequal terms. 
Even by 1990, less than 40 percent of female workers in Korea had regular full time jobs 
(compared to about 65% of male workers) and women earned only half the wages of men. 
 
‘Social’ institutions – the institutional underpinnings of inequality 
Social institutions may be taken in the first instance as the rules, norms or organizational 
arrangements that are deemed to be part of ‘society’ or a social sphere. In a broad sense then all 
institutions are ‘social’ – embedded in social relations, shaped by social norms, and aiming 
ultimately to organize, shape or influence society. In a restrictive sense, however, the term 
‘social’ institutions is sometimes used to refer to a narrow ‘sector’, outside the realm of 
economics and politics, and to the domestic / private sphere rather than the public sphere - thus 
family/household, community or informal networks as opposed to those operating primarily in 
the arenas of state and market. While we may choose to define certain institutions in terms of 
such sphere, as primarily political, economic or social (i.e. ‘domestic’), or public vs private, these 
somewhat arbitrary distinctions overlook the inseparability of these domains for the well-being 
and livelihoods of individuals and for society as a whole.  
 
The key issue of concern therefore is ‘social’ not in terms of the nature of a particular institution 
or its location in a ‘sector’ (economic, political, domestic), but in terms of function. In this sense, 
markets and firms, states and households, are all ‘social’ institutions which in different but 
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fundamentally interrelated ways shape ‘social’ outcomes in terms of the well-being of individuals 
and the groups or communities to which they belong. The argument is that the identification of 
‘social’ as an institutional sphere separate from economic and political, driven by a policy agenda 
that privileges a competitive market over other social goals, is central to the inability to combat 
poverty and to rising inequality and exclusion. Effective policies will require a framework that 
integrates these sectors, and in particular supports social reproduction and the domestic sphere. 
 
In an important 1999 article ‘The Economic, the political and the domestic: Businesses, States 
and Households in the organization of production’, Diane Elson elaborated on the need for a new 
political economy that could address ‘the continuing invisibility in the analysis of world 
economic and political structures of the domestic’ (1). She elaborated on the flows and linkages 
between these sectors, representing them as a ‘circuit’ and highlighting the essential 
interdependence between them. This (along with other feminist analysis) provides insights that 
need to be incorporated into policy discussions for addressing inequality and poverty.  
 
First, while it is now widely acknowledged that markets are not ‘neutral’ arrangements, but rather 
reflect various forms of power embedded within wider social arrangements, this understanding 
largely fails to inform economic policy. The so-called retreat of the state from the market has in 
fact created a huge demand for regulation, legislation, state or quasi state organs for monitoring, 
enforcement, to ensure competition, opening up new spaces for the operation of power with 
limited accountability. As Elson notes, given numerous market imperfections, the state plays a 
constitutive role in markets ‘supplying an infrastructure of rights and regulations without which 
no orderly market is possible’.  Social norms also shape the behaviour of individuals within 
market transactions, given the limits to perfect information, complete markets or monitoring and 
enforcement. Such ‘social norms’ are produced within the domestic sphere through a process of 
social reproduction, through which labour is also ‘produced’. Both state and household are thus 
integrally involved in the functioning of markets. 
 
A second ‘circuit’ linking state, market and domestic institutions discussed by Elson is that of 
‘tax-and-benefit, including both income transfers and enjoyment of physical and social 
infrastructure that is free at the point of use’. Such common resources are essential for human 
welfare as well as for productive activity, in providing a cushion against risk, and stabilising 
conditions of reproduction of the private sector. (6). They require effective states and the 
willingness of the private sector to finance ‘good governance’. And they require parents or 
guardians to mediate between those unable to assume full duties as citizens (children, the sick or 
elderly) and the tax and benefit system. Here again, the critical linkages between sectors are 
demonstrated.  
 
The essential role of the ‘domestic’ sector in the production of the labour force and the creation of 
intangible social assets (norms of behaviour, trust and reciprocity, or what is now economistically 
termed ‘social capital’), remain however largely outside the scope of policy advice. Firms are not 
required to absorb the costs of the production of labour or to share the costs of social reproduction. 
Instead, price (wage) flexibility to ensure stability and growth in the national economy appears to 
assume that consumption is discretionary and there is no minimum income requirement, or that 
households have other sources of support.  
 
In each successive crisis, the ability of the household to act as a buffer and to absorb new shocks 
is lauded by some analysts (who may even go so far as to argue that state interventions should be 
limited so as not to undermine effective informal support mechanisms or ‘crowd out’ private 
transfers). By others, it is recognized as the failure of social institutions more broadly (both 
market and state) to share the costs of reproduction and to distribute risks in a socially just 
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manner among different sectors and groups. The price of failure may be hunger, ill-health, 
poverty, family breakdown or crime. Ultimately, of course, this is not only an issue of social 
justice or human rights: given the channels of interaction noted above, this failure also affects 
aggregate consumption, productivity, social cohesion and growth. 
 
Just as the household as an institution plays critical roles in the functioning of markets and the 
state, so too should market institutions such as the firm play broader social roles. The ways in 
which the policy prescriptions of the neo-liberal period have contributed to divesting firms of 
their role as a ‘social’ institution has been discussed by Standing (2011) in his analysis of the 
emerging ‘precariat’ class.  The commodification of labour, and its increasing precarity, is 
paralleled by the commodification of the firm. As a social institution, firms traditionally 
performed a range of functions – from family firms through various degrees of provisioning 
within different welfare states, to the most comprehensive (if unsustainable) forms within 
socialist firms or work units, with their guarantees of life long security. In general social 
functions and the regulations that demanded them have been weakened if not dismantled by 
policy prescriptions to limit state intervention in markets. Firms themselves, as Standing 
describes, have become commodities, to be bought and sold – thus further undermining 
obligations to workers. Globalisation and the mobility of capital to different sites of production 
equally feed into a weakened relation between employer and employee, as well as limiting the 
capacity of nation states to regulate in the interests of domestic labour or to ensure that capital 
shares the costs of social reproduction.  
 
How does this matter for policy towards poverty and inequality?  
Policy implications can be illustrated by examining issues at the intersection between households, 
labour markets and social policy, and in particular with reference to gender inequalities and to the 
‘care economy’ – the largely unpaid, undervalued, and often uncounted work that goes in to 
producing labour for the market among other functions. However, the implications are broader. 
 
Gender and the ‘care economy’ 
Gender is the basis for the most pervasive form of inequality with particularly significant 
implications for human well-being; its importance is recognized in most poverty reduction 
strategies and it is central to many of the MDGs. As Kabeer notes in a recent discussion of the 
UNRISD report: ‘It is the location of gender relations at the heart of the relation of production 
and reproduction in different societies that makes gender central in the processes through which 
economic growth is translated into human well-being’. It is widely recognized that globalization 
processes have restructured these relationships through increasing the involvement of women in 
paid work – but in jobs that are often poorly paid and largely informal.  
 
Realisation of an employment-centred strategy (as proposed in the report, and being forcefully 
advocated by the ILO among others) will need to ensure that women also share in the benefits of 
such employment growth. This in turn requires recognizing the interlinkages outlined above. As 
Kabeer notes in discussing the UNRISD report: ‘There are many factors that curtail women’s 
labour market options, including their lower levels of human capital and productive assets, the 
prejudices they encounter in the labour market, long-standing norms about gender-appropriate 
forms of work’. However, ‘the most severe constraint on women’s access to and mobility within 
the labour market is their continued responsibility for a range of unpaid productive activities 
essential to household survival and security (particularly in low income countries), and for the 
provision of care to current, previous and future generations of workers, parents and citizens in 
most countries of the world.’   
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The separation (and marginalization) of social institutions and arrangements in policy offers 
private solutions to many of these problems, thus reinforcing the burdens on those least able to 
cope. The transformation needs to be made to collective or public (or ‘social’) solutions: in which 
burdens and responsibilities are shared across institutions (market and state) and groups (through 
redistributive mechanisms). The report offers suggestions towards a collective solution. First, it 
recommends time related measures such as parental leave which however are largely relevant to 
formal sector workers, thus not to the majority of working women in low income countries. 
Second, financial transfers such as child or family allowances, while often significant for 
alleviating poverty, are rarely large enough to substitute for regular earnings and may entrench 
women in care giving roles. Interventions with greatest potential for transforming the lives 
particularly of poor women, however, lies with investment in infrastructure and services that 
lighten women’s domestic and care workloads. As the report argues, investment in infrastructure 
such as water, sanitation, electricity and transport, and the provision of basic services (free at 
point of use and accessible to all), can reduce the demands on women’s time and the drudgery 
associated with some aspects of work. Such investments – especially accessible and affordable 
care services – can expand women’s ability to participate in the labour market and in public life 
of their communities more generally. The expansion of such services can also create employment 
that is often undertaken by women. 
 
Employment and the value of work 
Turning more generally to the labour market, there is no argument that employment represents a 
crucial channel through which income derived from growth can be widely shared. If people have 
adequately remunerated jobs, with mechanisms to protect against contingencies such as ill-health, 
they can lift themselves out of poverty and improve their well-being. Nonetheless, 
macroeconomic policies have not been conducive to job creation; nor to the accompanying 
policies to ensure decent jobs, adequate wages and necessary protections.  
 
Equally, it is nothing new to argue, as the report does, that the majority of the poor are workers 
trapped in low productivity activities with few assets apart from their labour. They are inserted at 
the lowest rung of value chains, lacking choices that can provide control or bargaining power in 
the use of their time and energy. But the problems extend beyond those in poverty, and beyond 
low income economies: a growing global class of precarious or ‘flexible’ workers has seen its 
security eroded in the quest for efficiency and in the name of market competition (Standing, 
2011). Responses that address the position of the poor in low income countries will require an 
increase in productive capacities as well as changes in the structures that determine the returns to 
labour, terms of trade for low income country products and the functional distribution of income.  
 
Productivity is a problematic concept, bedeviled by conceptual and measurement issues, and both 
the issue of valuation and of productive capacities need to be addressed. Wages or the monetary 
returns to labour are of course merely a proxy for productivity. Furthermore, labour is a ‘fictitious 
commodity’ for which the idea of a perfectly competitive market is also a fiction (Heintz, 2008). 
It is also a ‘produced’ factor of production, dependent on the social institutions and relations (as 
discussed above) generally defined as a separate reproductive or private sphere and dependent on 
the often unpaid labour of others, most often women. Labour productivity can be enhanced not 
only through improvements in individual capabilities (better education, training and health care) 
but through other public and collective investments in infrastructure that reduce, for example, the 
drudgery of work, the time taken to get goods to market, or the hurdles in dealing with 
administrative procedures.  
 
The solution to these structural inequalities that determine the valuation or terms of trade for 
primary products, and of labour relative to capital, or of different jobs (those in the care vs other 
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sectors) will require something other than an approach based on competitive markets and getting 
prices right. It will require shifts at national and global levels towards a redistributive agenda that 
engages issues of elite power, multinational capital and the financialisation of the economy. This 
will also require accompanying ‘transformative’ social policies that provide security, support 
productive activity, facilitate progressive redistribution, and share the burden of reproduction. 
Despite clear challenges to such agenda, there may still be space for mobilization from below and 
for supportive policy interventions that reduce power differentials, support more equal ownership 
of productive assets, and increase the bargaining power of labour. For example, can labour 
organizations be created in which workers become shareholders with a genuine capacity to 
exercise power vis a vis capital; can home-workers, undertaking work out-sourced from global 
factories, negotiate collectively with multinational capital? What role can the state or 
international organisations play to rebalance unequal power in the ‘market’ to make alternative 
arrangements possible?  
 
Social policy as a transformative agenda  
Historically, these issues have been resolved in part through a social contract forged between 
workers, states and firms/employers, ensuring labour and employment rights and some basic 
guarantee of security. Such contracts were generally the result of bargaining rooted in the 
capacity of workers to organize. This was true particularly in manufacturing industries, but as the 
report notes, also occurred through alliances between different groups of workers (agricultural as 
well as industrial) and with other social groups or classes. The result has been a variety of welfare 
regimes, providing varied levels of security. The erosion of such contracts, the dismantling of the 
firm as a social institution, the emasculation of organizations of collective bargaining, and the 
further retreat of the state from social responsibilities has increased the precariousness of work 
(noted above). What then are the possibilities for forging new forms of social contract, ownership, 
bargaining and control, as a start towards redressing the imbalances reflected in the unequal 
functional distribution of income?  
 
Extensive UNRISD research has argued for a social policy agenda that has the potential to be 
‘transformative’ – to facilitate processes of structural change in ways that achieve social goals, 
creating or strengthening a progressive social contract. Social policy encompasses the range of 
public policies or interventions designed to manage social risks, and that directly affect social 
welfare, social institutions and social relations. Some form of social policy has been integral to all 
economic and societal transformations. Historical examples can be found from England’s 
Elizabethan Poor Laws which facilitated labour mobility and protected people from destitution, to 
the grain distribution and disaster relief systems of Qing Dynasty China, to the comprehensive 
systems of socialist planners. Polanyi provided a powerful statement on the central role of social 
protection in processes of economic transformation. More recently, social policies are again being 
widely acknowledged as a critical component of economic crisis response and management, not 
only in protecting the poor or those negatively impacted, but in playing a macroeconomic role as 
automatic stabilizers, supporting consumption and aggregate demand, and facilitating economic 
restructuring.  
 
Social policy cannot therefore be constrained within a narrow definition of the ‘social’ sphere, as 
discussed earlier. It needs to go beyond a residual agenda that provides minimal protection 
targeted only at those identified as particularly in need. Instead, it needs to address the inter-
related spheres of activity: production, distribution, reproduction and protection. ‘It must be 
concerned with the redistributive effects of economic policy, protecting people from the vagaries 
of the market and the changing circumstances of age, enhancing the productive potential of 
members of society, and reconciling the burden of reproduction with that of other social tasks, as 
well as sharing the burden of reproduction’ (UNRISD). While the weight given to different 
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elements varies across time and place, the evidence suggests a clear link between production 
regimes and welfare regimes. Furthermore, countries with different production regimes tend to 
respond to economic challenges with different social policy reforms (Huber and Stephens, 2001, 
Kwon 2005). As noted earlier, it is instructive that, in those countries that successfully reduced 
poverty and moved to more equitable development trajectories, the reduction of poverty was 
rarely the most explicit motive for social policies. In the Nordic and East Asian countries for 
example social policies aimed at objectives such as national or social cohesion, equity and 
economic development. Conversely, these studies also point to extensive market failures, and the 
limits of markets as a mechanism for achieving socially just and welfare improving outcomes 
under conditions of entrenched inequalities. Approaches to poverty reduction targeted at the poor, 
without addressing deeper structural obstacles, are at best temporary.  
 
These lessons point to the need for a focus on the channels and linkages in the circuit, and on the 
relationship between the poor and other groups, rather than on separate sectors, issues and groups. 
Expenditures on social reproduction are an essential form of support to the productive economy, 
and to the stability or cohesion of communities or even the nation state. They require 
redistributive financing mechanisms, as well as the political support of those able and willing to 
pay. Progressive social contracts also require forms of politics that elevate the interests of the 
poor in public policy. Egalitarian outcomes are achieved in democratic settings when groups with 
strong ties to the poor organize independently and establish links with, as well as hold to account, 
actors involved in policy making. Electoral competition in which there is a high probability that 
governments may lose office can act as an incentive for redistribution. However, electoral 
competition without effective group organization and contestation may produce weak 
redistributive outcomes. The poor suffer when interest groups and social movements are weak 
and when the electoral system is not sufficiently competitive.  
 
Failure to shape a progressive social contract underpinned by redistributive policies at the 
national level may be costly in terms of social outcomes and growth. Particularly in societies 
marked by inequalities of ethnicity or religion, failures include social breakdown, crime and civil 
war – creating security costs that are always much higher than any social protection mechanisms.  
The particular mechanisms or instruments for achieving the goals of improved human well-being 
will vary given different historical and institutional contexts and existing levels of development. 
In countries with high levels of ethnic and gender inequalities, for example, a strong case can be 
made for combining affirmative action and universal social policies. Affirmative action includes 
use of quotas and targets to enhance access to state services, business opportunities, tertiary 
education, the civil service and the corporate sector. However, evidence suggests that although 
affirmative action may improve horizontal inequalities, it may worsen intra-group and (overall) 
vertical inequalities. Policies that target both ends of the distribution may lead to improvements in 
both inter- and intra-group income distribution. 
 
Redistributive policies for poverty reduction 
Poverty and wealth are inextricably intertwined. People are poor, not because they lack a certain 
level of income or material things, but because of the way they are connected with the rich in the 
production and distribution of goods and services. The UNRISD report emphasizes both the 
intrinsic and instrumental value of redistributive policies and processes that lead to equitable 
outcomes. It examines a range of policies, including employment-centred growth strategies, 
progressive taxation, comprehensive social policies and affirmative action—all of which require a 
rethink of free-market ideas that have dominated international development policy in the last 
three decades. There is clearly a strong case for reworking the balance between markets and states 
in light of the recent global financial crisis and its adverse effects on livelihoods. As suggested 
above, there is also a need for an understanding of the integral role of domestic institutions – the 
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household and ‘care economy’ to the functioning of the economy, and thus to provide collective 
solutions to the costs of social reproduction. 
 
Identifying concrete responses and operationalising lessons for the contemporary period, where 
trends and patterns of inequality are shaped as much by globalization as by national conditions, 
remains the major challenge emanating from the report. Some of the tenets or policy approaches 
discussed are relatively straightforward and uncontroversial; while necessary, they will not alone 
be sufficient to reverse widening inequality trends. These include investments in basic 
infrastructure, human services, etc. particularly that lead to a sharing of social reproduction. 
Controversies around such policies involve how they will be financed, by whom, and the basis of 
eligibility (from universal to means-tested).  
 
A second set of policies including a range of social protection measures such as financial 
transfers for social assistance or social insurance mechanisms, are widely accepted as playing a 
key role in the fight against poverty, with the potential to reduce inequality. However, these 
remain subject to greater debate, whether in terms of principle (such as between proponents of 
universalism vs targeting, or debates on tradeoffs between redistribution and growth) or specific 
design features (such as conditionalities). The further these policies move towards a residual, 
compensatory model, through means-testing and conditionalities, the less likely they are to 
contribute to the broader goals outlined above. Drawbacks of targeted approaches are well-
documented, including high administrative costs, stigma and the potential undermining of norms 
of support and reciprocity among poor communities. Key questions for further analysis concern 
the broader conditions (in terms of public service provision or other redistributive mechanisms 
and political support) which may be conducive to positive outcomes; and the ‘path dependence’ 
of such programmes in creating a stronger commitment to redistribution and universal policies; or 
conversely undermining the potential and political support for their expansion. 
 
Third, to ensure that the above interventions are part of a broader redistributive framework, 
policies are required at institutional and macro levels that support a progressive redistributive and 
poverty reduction agenda, including sectoral, industrial and agricultural, and labor market policies, 
counter cyclical or more expansive fiscal policies under some conditions, and a shift away from 
supply-side macro-economic policies to more heterodox frameworks that provide greater policy 
space for national governments. While many of the tenets of such an agenda are now widely 
accepted, translating these into a policy agenda is proving a challenge. 
 
The major challenge exists ultimately in tackling underlying causes for the rise in inequalities and 
inequality-driven poverty traps, which are rooted above all the distribution of power at different 
levels (local to global) and along a number of dimensions. This leads back to the politics of 
redistribution and group inequalities, and the bases of political power that underpin them. The 
critical and neglected issue involves moving beyond an understanding of the politics of inequality, 
to analyse explicitly inequality in the distribution of political power. At the heart of any possible 
solutions to the growing problems fostered by inequalities among various dimensions lie the 
political arrangements and structures that (dis)empower particular groups relative to others. This 
brings to the fore issues of representation, whether of different groups (ethnicity, gender) or of 
issues. It raises questions of how claims are made, for what, by whom or on whose behalf, and 
whose claims are given validity. 
 
Arguments by leading global institutions that they are ‘a-political’, or similarly that any policy 
advice takes place outside a politics involving contestation, power and unequal relations, is part 
of the problem. Placing the issue of inequality – beyond the symptomatic distribution of income – 
on the agenda of key global or national institutions and actors is thus a key political challenge. 
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Without detracting from the continued urgency of addressing extremes of poverty found in the 
contemporary world, the solutions may require a refocusing on the fundamental problem of 
inequality in all its dimensions – but critically as an issue of power and politics. Poverty will not 
be sustainably addressed without engaging the structures, institutions and interests that underpin 
marginalization and exclusion from the local to global level and this arguably is the key 21st 
century development challenge. 
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