What should be
done about
chronic poverty?

There are many policies that are potentially beneficial for the poor AND
for the chronically poor. But people living in chronic poverty are not just
like the poor but a little bit further down the poverty spectrum’. Overcom-
ing chronic poverty requires policy makers to reorder their priorities and
set their sights higher than the current consensus on poverty reduction
policy.

Development strategy needs to move beyond the bounds of its present
emphasis on economic growth — hundreds of millions of people are born
poor and die poor in the midst of increasing wealth. Chronically poor
people need more than ‘opportunities’ to improve their situation. They
need targeted support and protection, and political action that confronts
exclusion. If policy is to open the door to genuine development for
chronically poor people, it must address the inequality, discrimination and
exploitation that drive and maintain chronic poverty.

Action on chronic poverty needs a framework to:

Prioritise livelihood security: A much greater emphasis is needed on
preventing and mitigating the shocks and insecurities that create and
maintain chronic poverty. This is not only about providing recovery assis-
tance but also about giving chronically poor people a secure position
from which to seize opportunities and demand their rights. Thus, social
protection policies are of great importance.

Ensure chronically poor people can take up opportunities: /t is cru-
cial both to promote broad-based growth and to redistribute material and
human assets, so that chronically poor people are in a position to take up
opportunities and can better cope with shocks.

Take empowerment seriously: Policy must move beyond the cosy rhet-
oric of participatory approaches, decentralisation and theoretical ap-
proaches on rights. It needs to address the difficult political process of
challenging the layers of discrimination that keep people trapped in pov-
erty

Recognise obligations to provide resources: Chronic poverty cannot
be seriously reduced without real transfers of resources and sustained,
predictable finance. The political indifference to meeting national and
international obligations on poverty eradication needs to be challenged,
and ways found to foster social solidarity across households, commun-
ities and nations.

The need for policy change must not mask the fact that it is the chronic-
ally poor themselves who are the leading actors in overcoming their own
chronic poverty. As Maymana and Mofizul reveal (Box 4.7), poor people
are not passively waiting for assistance: they are actively working to
maintain and improve their circumstances. Most of the action to tackle
chronic poverty is at individual, household and community levels. The
benchmark of effective policy is whether it enables people to get a better
return on the efforts that they are already making.

There is now an unprecedented window
of opportunity for pushing forward with
the eradication of poverty:
the MDGs provide an agreed frame-
work for action;
the ‘Monterrey consensus’ and the
proposal for an International Finance
Facility (IFF) indicate a new serious-
ness in the provision of resources;
we are a decade on from the World
Summit on Social Development in Co-
penhagen when heads of state signed
up to the global commitment to erad-
icate poverty; and
globally, people are recognising the in-
terconnectedness of the world and the
responsibilities that this creates.
Analysis of chronic poverty points to the
need to reduce vulnerabilities by invest-
ing in human capacity, supporting the
acquisition of assets and strengthening
people’s capacity to assert their rights. In
the short-term this is challenging and
costly, but it is essential to achieve and
sustain MDG gains.

Security first

Prioritising livelihood
security for chronically
poor people
The current development consensus, ex-
pressed in the World Development Re-
port 2000-01," argues that because of
their interconnectedness there is ‘no hier-
archy’ between opportunity, empower-
ment and (livelihood) security. And then,
apparently by chance, opportunity al-
ways comes first and security always
comes last. A related invisible hand
seems to guide the drafting of PRSPs:
economic policies and growth rates take
priority. This covert prioritisation of eco-
nomic opportunity may or may not be
appropriate for the poor. For the
chronically poor, however, one thing is
clear — such an emphasis is incorrect.
Livelihood security must come first. In-
security dominates their lives, constrain-
ing their ability to take advantage of
opportunities or risk pushing for em-
powerment. Chronic insecurity means
that the long-term poor engage in eco-
nomic activities that destroy their
human capital,> and social relationships
that block off opportunities for asset
accumulation.’

Different poverty reduction strategies
are appropriate for different mixes of
chronic and transitory poverty.



In a country where poverty is more
transitory than chronic, where ‘the
poor’ at any particular time have a
high probability of improving their po-
sition, policies should focus predomi-
nantly on social safety nets that help
people to avoid descending into
chronic poverty, rapidly return to a
non-poor status and reduce vulnerabil-
ity. This includes limited term unem-
ployment allowances, social grants,
workfare, micro-credit and new skills
acquisition programmes.
In a country where a significant pro-
portion of the poor are chronically
poor, then policies to redistribute as-
sets, direct investment toward basic
physical infrastructure, reduce social
exclusion (from employment, markets
and public institutions) and provide
long-term social security will be neces-
sary if poverty is to be significantly
reduced.
Quite different national development
strategies, roles for the state and forms
and levels of international support are
needed in the two cases.

The benchmark of effective
policy is whether it enables
people to get a better return
on the efforts that they are
already making.

Prioritising livelihood security entails
developing cost-effective social protec-
tion systems for the poor and chronically
poor, rather than the residual concept of
‘modular social safety nets’® that has
shaped contemporary policy. As the
chronically poor are predominantly both
dependent on their physical labour to
make a living, and exposed to high inci-
dences of health problems, providing
them with the means to maintain their
health is of over-riding importance as
both a goal in itself and a means to im-
proving their lives. For those chronically
poor who are not economically active —
sometimes, but not always,® the old and
infirm, the severely disabled, the chronic-
ally ill, the stigmatised, those with full-
time caring duties — then short-term assis-
tance is inadequate and mechanisms for
longer term support must be established.

Recognising the need to prioritise the
security of the chronically poor is not a
recipe for creating welfare dependency.

The interconnectedness of security,
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Box 5.1
chronically poor

¢ Pro-poor, broad-based economic growth

¢ Peace-building and conflict prevention

Poverty reduction policies that assist the poor and the

¢ HIV/AIDS prevention (especially in India, China and the CIS) and greater access

to retroviral treatment (in Africa)
¢ Slowing down global warming

¢ Strengthening national and international governance
¢ Making trade fair (especially removing the obscene agricultural protectionism of

rich countries)

¢ Effectively managing national indebtedness (through debt relief and fiscal

prudence)

¢ Improving the effectiveness of basic service delivery in the public and non-profit

sectors
¢ Making markets work for all

opportunity and empowerment, allied to
the agency of chronically poor people,
means that social protection policies and
expenditures are often directly produc-
tive. They permit people to spend more
days labouring (because they are not ill).
They are often used for income genera-
tion and children’s education — the vari-
ous uses and impacts of old age pensions
in South Africa are good examples® —
and they create the space for chronically
poor people to choose between economic
and social relationships (rather than hav-
ing to take on ‘last resort’ options that
mortgage their future opportunities).
Examples of the positive effects of
social protection on growth and asset
creation include the Maharashtra Em-
ployment Guarantee Scheme and India’s
Midday Meal Programme.” Indeed, the
most innovative schemes for helping the
chronically poor escape poverty, such as
BRAC’s Income Generation for Vulner-
able Group Development and Ultra-poor

Prioritising livelibood
security entails developing
cost-effective social
protection systems for the
poor and chronically poor.

and Bonded Labourer
Schemes in Nepal,” conceptualise social

programmes,®

protection and income generation as
integral, not as a choice between con-
sumption/welfare or investment/growth
expenditures. Transfers enhance effi-
ciency and growth when they reduce risk
and excessive inequality that prevent
people participating in and contributing
to growth.'® The South African pension
has been shown to be an effective tool of

redistribution, reaching poor households
and the poorest children. The gross im-
pact of pension incomes is estimated to
reduce poverty by 12.5%."

Given the large number of people who
are chronically poor, a major re-orienta-
tion of international thinking about so-
cial protection policy is called for,
focusing on protecting breadwinners’
and carers’ incomes, and working to in-

Social protection policies
and expenditures are often
directly productive.

crease their (and their children’s) assets,
whether financial, physical or human.
This is not to deny the continued impor-
tance of preventing descent into poverty,
but to add to the social protection agen-
da a significant new and urgent dimen-
sion — helping the chronically poor avoid
catastrophic situations leading to destitu-
tion, family breakdown and early death,
and providing social assistance to people
who cannot work enough but who are
nevertheless contributors to household
welfare through caring and other roles.
There is now significant evidence that
social protection — in combination with
other policies and interventions — can en-
able persistently poor people to escape
poverty. It can shore up consumption so
potentially irreversible welfare effects
(reducing nutrition, avoiding essential
medical expenditures or withdrawing
children from school) do not occur. It
can prevent the erosion of savings and
other assets, and help poor people avoid
becoming trapped in debt.!? It also
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There is now significant
evidence that social protection
— in combination with other
policies and interventions — can
enable persistently poor people
to escape poverty.

provides the security that permits very
poor households to invest in economic
activities and human capital. By permit-
ting a greater level of household risk-
taking, it facilitates economic diversifica-
tion, making local economies more ro-
bust and reducing the degree to which
communities are exposed to covariant
risk. There is emerging evidence that so-
cial protection measures can also achieve
a more gender neutral distribution of
benefits  than
initiatives."?

other  development

There is an urgent need to synthesise
experience in this field and see whether it
can form a base for innovative larger-
scale programmes — by governments and/
or the profit and non-profit sectors.
Knowledge about how to design strat-
egies that permit chronically poor people
to move from partial dependence on wel-
fare through to independent livelihoods
should soon be sufficient to develop ef-

fective programmes during the coming
decade.'*

Tackling childhood poverty

Any attack on chronic poverty must in-
corporate an attack on present childhood
poverty, and on the ways poverty is

transmitted over lives and generations.
Even a relatively short period of depriva-
tion in childhood can harm child nutri-
tion, health, education and aspirations,
with dramatic and irreversible conse-
quences for the long-term well-being of
both the child and her/his
children.’

own

Even a relatively short period
of deprivation in childhood can
have irreversible consequences
for the long-term well-being of
both the child and her/bis own
children.

Access to basic services and household
assets are crucial to children’s survival,
protection and development. Needs are
well understood: adults without suffi-
cient time and assets cannot adequately
nurture their children; children in remote
areas often cannot attend school; states
without adequate resources cannot fi-
nance education. Investments that allow
chronically poor people to take up op-
portunities for development are key to
the interruption of child and intergenera-
tional poverty. At a minimum, this re-
quires the development of adequate
adult labour markets; financing of state
provision of public services and social
protection; and programmes that sup-
port asset generation and retention. It
can also require campaigns and legal ac-
tion to prevent discrimination against
particular  children, households and
groups.

This boy, like many others, is working to help his family survive, but missing out on the education that
might give him better prospects.

Policies to interrupt the
relationship between ill-health
and poverty are essential to
prevent the chronically poor
from becoming destitute and to
permit exit from poverty.

Sectoral policies should focus on the
most crucial aspects of child well-being:

First, action to foster child health and
nutrition includes the promotion of
greater food security; food supplemen-
tation; the promotion of later marriage
and childbearing, helping to prevent
the intergenerational transmission of
poor nutritional and health status; and
combating gender and other biases in
child-feeding practices.

Second, enhancing and equalising op-
portunities for both child and adult
education requires substantial financial
investment; a wider environment that
prioritises and enables this investment;
an enabling social context, involving
public action (to promote girls’ educa-
tion for example); and sustained ef-
forts to create skilled employment
opportunities for youth.

Third, the negative effects of work in
childhood can be countered through
enhancing school quality and accessi-
bility, particularly for girls; developing
adult education; more effective regula-
tion of working conditions; and a
wide range of poverty reducing meas-
ures that dthe need for children to
work. Blanket policies regarding child
work must be treated with caution.
Finally, policies that acknowledge the
crucial role of good adult-provided
care and nurture in child development.

Preventing and interrupting
chronic poverty through
health services

Chronically poor people rely on their
personal labour power and hence their
health for survival: they have few other
assets to utilise. In study after study, ill-
health comes out as a major driver and
maintainer of long-term poverty.'®
Maintaining the health of breadwinners
and carers in chronically poor house-
holds is absolutely critical, combined
with social protection against the effects
on the ability to labour of ill-health and
other crises. Mounting evidence suggests
that the ill-health, morbidity, disability

or premature mortality of adults,



particularly household breadwinners,
matter more to the economic viability of
households than was previously recog-
nised.'” Sick people are more likely to
become poor, while poor people are
more vulnerable to accidents, disease
and disability.'® Ill-health shocks can
trap already resource-poor households
and individuals in poverty.

There is a need to focus
policy on the role that
redistribution can play in
extending the opportunity of
the poorest.

Policies to interrupt the relationship
between ill-health and poverty are essen-
tial to prevent the chronically poor from
becoming destitute and to permit exit
from poverty. There are two main as-
ill-health
through better environmental and occu-

pects to this: preventing
pational health, greater health aware-
ness, and better infant, child and
maternal nutrition and care; and, pre-
venting the impoverishing effects of ill-
health through better and more accessi-
ble and affordable curative care, drug
availability and insurance. This is espe-
cially important for breadwinners and
carers as their ill-health can set off cycles
of asset depletion that have irreversible
consequences for household well-being.
While most countries and the interna-
tional community already focus signifi-
cant attention on the former (but
arguably insufficient attention on occu-
pational health, nutrition or reproductive
health), there is little focus on combating
the impoverishing effects of ill-health.
This demands a focus on curative serv-
ices. In particular:
Making public curative health services
more accessible and affordable to the
chronically poor through reducing the
direct costs (fees, medication) and
transaction costs (travel, time, food
expenses) of treatment. This would
also foster a reduction in the number
of chronically poor people delaying
seeking treatment, or withdrawing
early from treatment programmes.
Strengthening curative health services
(public and private), so that they can
cope with the major killer and impov-
erishing diseases (such as malaria and
TB). This would permit breadwinners
to get back to work more quickly
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through avoiding protracted illness
and death, and allow poor carers to
maintain their own health while look-
ing after others.
Linking health services to social pro-
tection, so that where there are impov-
erishing effects these can be mitigated
through accessing an appropriate pro-
tective scheme. This can be done uni-
versally, through health insurance, or
in a targeted way if there is a range of
protective public policy instruments to
hand (the issue is to structure these to
include the chronically poor).
Special efforts are needed to tackle the
ways in which HIV/AIDS is driving
households into long-lasting, deep pov-
erty. This involves:
Making low-cost anti-retroviral treat-
ments available so that breadwinners,
parents and caregivers can continue in
their roles for as long as possible. Per-
suading pharmaceutical companies to
lower prices, facilitating the import or

local manufacture of generic medi-
cines, and increasing aid that permits
anti-retroviral drugs to be provided
free or at low cost, are means of mov-
ing this agenda forward.

Raising awareness of the consequences
of the HIV/AIDS epidemic, and how it
might be minimised, in ‘late starter’
countries such as China, India and the
former Soviet Union. If countries such
as these do not pursue effective and
high-profile campaigns to lower trans-
mission rates of HIV/AIDS then one of
the greatest drivers of chronic poverty
will reshape poverty dynamics in these
countries (see Box 5.2).

Focusing greater resources on the de-
velopment of a vaccine against HIV/
AIDS as a global public good. As most
AIDS deaths have been in Africa, the
resources put into finding a vaccine or
cure have been much lower than
would have been the case had these
deaths been in high-income countries.

Box 5.2 Lesson learned? HIV/AIDS in India and China

The significance of HIV/AIDS for households and states in much of sub-Saharan
Africa, in terms of its importance in driving and maintaining chronic, severe and
multidimensional poverty and deprivation, is overwhelming. While the pandemic is
nowhere near under control, there are some positive trends. In Uganda, for
example, sustained and large-scale prevention efforts focused on young people
fostering significant changes in sexual behaviour, and political commitment to
reducing stigma and providing treatment, have combined to lead to a marked
decline in infection rates over the past decade. Outside Africa, in Brazil, HIV/AIDS
death rates have been cut by half and hospitalisation by 80% by making generic
anti-retroviral drugs free to all who need them.

In other parts of the world — notably the populous countries of India, China and
the Russian Federation, already battling huge poverty problems — HIV/AIDS rates
are increasing rapidly, and not only among high risk groups. Low overall
prevalence rates mask huge regional differences. It is crucial that Asian and
European states learn from the successes and failures experienced in Africa, and
that the international community — including drugs companies — facilitate this

process.

China presently has about one million people with HIV/AIDS. UNAIDS expect
the incidence of HIV to soar in the context of ever-widening socio-economic
disparities and massive amounts of migration. Thus prevalence rates are estimated
to rise tenfold by the end of the decade. In 2001, China launched a five-year AIDS
action plan, signalling a growing recognition of the huge task at hand.

After South Africa, India has the most people living with HIV/AIDS of any
country — an estimated 3.97 million as of the end of 2001, and rising. If HIV/AIDS
is not brought under control, it is likely to undermine progress made in reducing
poverty, particularly in the southern states. In July 2003, a National Parliamentary
Convention on HIV/AIDS was convened, in which over 1000 political leaders from
mayors to ministers took part. The Executive Director of UNAIDS described the

event as ‘historic’:

‘Never before, in any nation of the world, has there been such a large and
committed gathering of the leaders from every level of decision-making,

dedicated to the common cause of fighting AIDS.’
Sources: UNAIDS 2002; Joint UNAIDS/Parliamentary Forum on AIDS 2003.
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Opportunity is not
enough: growth,
inequality and
redistribution

Enabling chronically poor people to en-
gage in economic activity, and to reduce
their unemployment, underemployment
and low-productivity work, is a vital
step on the road out of chronic poverty.

Economic growth can directly in-
crease incomes and assets, and expand
the revenues available to government to
provide services and promote progres-
sive social change.'® However, the qual-
ity of economic growth is as important
for the chronically poor as is the rate of
growth: growth must be broad-based so
that increased demand for their labour,
goods and services occurs and so that
they are able to improve their productiv-
ity. And, given the evidence that the
poorest 20% of the population benefit
less from economic growth than do
others,? it must be supported by other
actions, especially those that increase
livelihood security. Middle-income coun-
tries such as Brazil and South Africa
have managed to grow their economies
over the years, but millions remain trap-
ped in poverty.

Patterns of growth need to be fostered
that make use of the labour of the poor-
est, expand demand for the services and
goods they produce, and enable them to
increase their labour productivity. In
many economies, this means focusing
on and investing in agricultural and cas-
ual labourers and the labour markets

they depend on, and prioritising the
type of trade that increases employ-
ment, improves working conditions and
wage levels. This may require evolving
a different balance between public regu-
lation and the private sector’s (espe-
cially the informal sector’s) freedom to
This
presents significant policy dilemmas in

determine working conditions.
cases where such measures might under-
fragile growth prospects, but
should be easier where growth is more

robust. Avoiding undermining the labour

mine

productivity of the chronically poor is a
major challenge in today’s globalised
economy.

Confronting deeply engrained
attitudes, social structures and
economic interests that deny
chronically poor people their
rights presents difficult challenges
but should not deter action.

There is substantial evidence that pov-
erty reduction is achieved most rapidly,
and is most likely to reach the poorest,
when income and asset inequality are at
modest levels. It is therefore crucial to
encourage growth that does not rapidly
increase inequality.”' There is a need to
focus policy on the role that redistribu-
tion can play in extending the opportu-
nity of the poorest. The massive declines

22

in chronic poverty in South Korea™ and

Taiwan were based on economic growth

following effective land reforms that dra-
matically reduced inequality. Malaysia’s

AT

Growth and prosperity exist side by side with chronic poverty

rapid poverty and chronic poverty reduc-
tion achievements have derived in part
from policies involving the redistribution
of land, and public expenditures on
health and education that have been
skewed towards the poorest and thus are
redistributive.”®> The challenge is to gen-
erate the political commitment to imple-
ment land and other asset reforms, since
such policies can dramatically improve
the economic opportunities for chronic-
ally poor people.

In a significant number of countries,
growth is likely to remain low in the
short to medium-term (at least) because
of structural factors and severe gover-
nance problems. In addition to the
humanitarian arguments, there are two
reasons why the international commun-
ity should not abandon such countries.
First, they require forms of support that
protect poor populations (many of
whom are chronically poor) from pre-
ventable deaths and capability-depleting
experiences (malnutrition, ill-health, im-
pairment), and to maintain their capaci-
ties to seize opportunities when (and if)
growth returns.?* Second, effective inter-
national transfers require relationships
of trust, and when regime change occurs
these are most likely to be rapidly estab-
lished if there are pre-existing relation-
ships to build on.

The distinct geographies of chronic
poverty in most countries point to the
need for growth policies to have a strong
regional dimension. Much depends on
the nature of the factors that discourage
growth and underpin high levels of
chronic poverty in a region. Where these
are based on a lack of connectivity then
major investments in infrastructure —
through foreign aid or public funds lev-
eraging in private investment — can pro-
vide the lead. Malaysia’s land settlement
schemes and industrial plans led to op-
portunity being relatively broadly dis-
tributed across peninsular Malaysia and
a rapid assault on chronic poverty across
rural areas.”® In Bangladesh, the aid-fi-
nanced Jamuna Bridge has transformed
the patterns of opportunity available to
the poor and chronically poor on the
west side of the river.?® In other con-
texts, migration may be the mechanism
by which people seize opportunities, but
this can have both beneficial and adverse
impacts on the chronically poor.?” Ac-
cessible services that facilitate the trans-
fer and use of remittance monies can
help.?®



Empowerment:
making rights real

Everyone has the right to a standard
of living adequate for the health and
well-being of himself and of his fam-
ily, including food, clothing, housing
and medical care ... Everyone is enti-
tled to a social and international order
in which the rights and freedoms set
forth in this Declaration can be fully
realised.
— Articles 25 and 28 of the Universal
Declaration of Human Rights.?’

Issues of livelihood security and econom-
ic growth fit relatively easily into debates
about policy. Empowerment is an issue
that has quite different dimensions. Ex-
isting patterns of power relations are the
outcome of deeply embedded historical
processes and social structures. Interven-
ing in such social and political relation-
ships is about engagement with long-
term social change, not simply about
‘policy decisions’. Unfortunately, where
empowerment is most needed — for ex-
ample where repressive regimes operate
or agrarian relations are quasi-feudal — it
is also most difficult to foster.

Many of the debates around empower-
ment in recent years have focused on
rights-based approaches to development
and poverty reduction. Empowerment is
particularly important for the chronic-
ally poor as they are the most likely to
be denied their rights and the most prone
big question
around the promotion of empowerment

to discrimination. The

and rights is not so much about ‘what?’
as ‘how?’. Confronting deeply-engrained
attitudes, social structures and economic
interests that deny chronically poor peo-
ple their rights, especially when they are
embedded in state institutions, private
businesses and local communities, can
appear both hopeless and very dangerous
for the chronically poor.>® They may be
‘punished’ or ‘taught a lesson’ by those
whom they challenge when they seek
their rights. Occasionally, though, there
are advances, as illustrated by Rojamma
and her associates who successfully con-
fronted domestic violence (Box 5.3). The
more such events happen and succeed,
and the more they are publicised and
lauded, the more likely it is that they will
take place again in the future.
Empowerment and the achievement of
rights are direct goals for development,
but they also contribute to the
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Box 5.3 Rojamma and the campaign against domestic violence and

drunkenness

When Rojamma, from Andhra Pradesh, attended a literacy class, she read a story
which described a life very like her own. A poor woman was struggling to make
ends meet. Whatever her husband earned, he spent on liquor, and then, drunk
and violent, he attacked her because she had no food to give him. Unable to stand
the continuing violence, the woman went from house to house in her village, to
find other women who had the same story to tell. They got together and decided
to picket liquor shops and stop liquor being sold. Their husbands then would have
no liquor to drink, and the money they earned would be saved.

Rojamma was inspired by the story, collected her friends together, and began to
picket liquor shops. The campaign spread. In village after village, women refused
to allow their husbands to squander money on liquor. And, they succeeded. The
sale of liquor was banned by the government in Andhra Pradesh, savings went up,
violence went down, and lives began to improve.

attainment of other goals. A rights-based
approach means that poverty is not just
regarded as morally unacceptable, but
that clear duties are identified that differ-
ent institutions must fulfil in order to
combat poverty.>! This is not purely an
argument for social justice (an important
goal in its own right) but for the eco-
nomic logic of securing rights. A rights-
based approach is not anti-growth; on
the contrary, many, if not most, rights
are pro-growth — when people are prop-
erly fed, healthy and educated they can
contribute more to their local and na-
tional economies and raise global levels
of demand.

But this still leaves the problem of
how to promote empowerment. Much
faith has been put in the capacity of par-
ticipatory approaches — to gather infor-
mation, plan implementing programmes

Source: Butalia 1998.

and evaluation, to engender changes in
social relations. The work of CPRC re-
searchers®? indicates that, at best, such
approaches achieve mixed results in
terms of empowering the poorest. While
they create a political space for previ-
ously ‘unheard’ voices to engage with
decision-making, they can often re-
inforce pre-existing forms of social
stratification.??

At present the CPRC partnership is ex-
ploring the degree to which concepts
such as ‘political space’,** ‘social solidar-
ity’>® and ‘social energy’>® might aid the
understanding of how to promote rights
and mobilise poor and non-poor people
to support such efforts. The rhetoric of
support for the poor and chronically
poor is easy to generate — but the impor-
tant issue is moving beyond that into ac-

tion. MDG Goal 8 provides a classic

Holding powerful institutions to account: Bangladeshi disabled people challenge the processes that keep
them poor.



56 Chapter 5

example of this dilemma (Box 5.4). The
citizens of rich countries are content to
let their leaders make big promises about
poverty reduction, but they lack the so-
cial solidarity with the poor in the poor-
est countries, and are not prepared to
take on vested interests in their own
countries to demand that their leaders
honour such promises.

A rights-based approach is
not anti-growth; on the
contrary, many, if not most,
rights are pro-growth.

Discussions about empowerment and
rights are often naively critical of elites.
Analytical frameworks and practical ac-
tion must look at the real world settings
in which pro-poor elites can play key
roles in promoting the rights of disad-
vantaged groups. How can energetic
leaderships and mass action be mobilised
both at the ‘top’ of the social spectrum
and at the ‘grassroots’, in order to force
the rights of chronically poor people
onto national and international agendas?
How can the perceptions of elites and
middle classes be shaped, through the
media, education and civil society, so
that those trapped in poverty are not in-
visible, ignored or believed to be non-
deserving? These difficult questions need
to be prioritised by poverty analysts.

The national agenda:
reaching chronically poor
people

Delivering basic services

Improving the security and enabling
chronically poor people to take up op-
portunities requires access to basic serv-
ices (education, health, water and
sanitation, social assistance). To achieve
this three interlinked issues must be ad-
dressed. First, access barriers need to be
reduced. Second, the quality of service
outputs needs to be improved so they are
capable of assisting people out of long-
term poverty. Finally, attitudes and per-
ceptions of the value of services, and
therefore the demand for services, need
to be fostered among the chronically
poor.

Some access barriers are relatively sim-
ple to bring down — formal charges on
basic services can be abolished, although
this is not the case for informal charges.
Others may be more difficult, due to re-
mote location, unclear land or residential
rights, disability, or discrimination. The
lack of information can constitute a for-
midable barrier, especially for people
who do not have access to many media,
and who are isolated, illiterate or don’t
speak a national language. Information
provision — through media accessible to
the chronically poor (e.g. local radio) is
a critical means of both expanding access
and raising demand.

Box 5.4 Are rich countries and their citizens really committed to
reducing poverty? Targetting MDG 8

The bold Millennium Declaration from 189 countries that “We are committed to
making the Right to Development a reality for everyone and to freeing the entire
human race from want’ is not yet matched by bold actions on the part of the

developed world.

Goal 8 of the Millennium Development Goals declares the establishment of a
global partnership for development. It promises the Least Developed Countries
(where the greatest concentrations of chronically poor people live) tariff and quota-
free access for their exports; an enhanced programme of debt relief for HIPC and
cancellation of official bilateral debt; and more aid for countries committed to

poverty reduction.

What has followed this declaration? Trade talks at Cancun have failed as OECD
countries refused to open up their highly-protected agricultural markets; debt
reduction has proceeded at a snail’s pace; and rich countries have made promises
of more ODA at Monterrey but have not committed anything like the necessary

resources.

MDG Goals 1 to 7 — all of which are the primary responsibility of developing
countries — have agreed targets that are regularly monitored. There is less
emphasis on quantifiable targets, however, for MDG Goal 8, which is about what

rich countries do.

Demand is stimulated both by the
knowledge that the service exists and on
how to use it, and by knowing that using
it is a right. However, changing demand
for services may involve complex eco-
nomic and cultural calculations and
power relations: examples would be the
demand for family spacing/planning
services, and for education, both contin-
gent on logical ‘cost-benefit analyses’
and subject to the influence of powerful
individuals in households and commun-
ities who determine that boys should be
prioritised over girls, or that women
should ideally bear a certain number of
children, or that
immoral.

Neither access nor demand will im-

contraception  is

prove outcomes if quality is not
addressed. The degree of quality en-
hancement required to make access
worthwhile and contribute to stimulat-
ing demand is substantial in many situa-
tions. Encouragingly, there is much work
through

grammes. The quality of private provi-

in this area, sectoral pro-
sion, on which the chronically poor
often depend, is a particular concern.
Quality relates also to the level of service
provided. If this is too basic, demand for
the service may be limited: for example,
if there are no referrals from primary to
secondary health services, the incentive

to attend a clinic is greatly reduced.

Delivering social assistance

If it is accepted that the poor have a
right to social protection, as agreed in
the Universal Declaration of Human
Rights, how would this best be accom-
plished? The key issues in delivering so-
cial assistance are whether and what
form of targeting will benefit the
chronically poor; whether the value of
transfers can be sufficient to have devel-
opment as well as relief outcomes (so
that the chronically poor may accumu-
late assets); and how technology and in-
stitutional  innovation can  make
targeting and delivery easier.

Where administration is weak, target-
ing is difficult. In such situations, com-
mon in the poorest countries, the
politics of transferring resources to the
poor is much easier if the non-poor ben-
efit too. Universal provision is thus pref-
erable, wherever permit.
Where targeting is imperative, self-
targeting or targeting by readily-
observable indicators is preferable to

resources



more complex administrative approaches
involving means-testing. Self-targeting
schemes, where resources being trans-
ferred (such as wages or food in a public
works scheme) are kept at low levels, are
only attractive to people with no other
options. Such programmes are more
suited to preventing destitution than re-
ducing chronic poverty, although well
administered public works programmes,
like the Maharashtra Employment Guar-
antee Scheme, can contribute to both.?”

Evidence is mounting that
even very small transfers can
have positive impacts on
welfare and investment.

Studies of ‘free’ school lunches, subsi-
dised basic foods and pensions in India
also point to the protective and promo-
tional roles of such interventions.>®

Spatial or social targeting (for instance
targeting poor areas, minority ethnic
groups, older people or children) may
have developmental benefits for the area
or group and, depending on the target
group, may result in targeting on chronic
poverty.>® Demographic targeting can be
effective in contexts where the number
of children in a household is strongly
linked to chronic poverty, but there is a
risk of creating perverse incentives.
Community-based identification of the
poor and poorest has become popular,
but may fall victim to elite capture, espe-
cially in unequal communities.*°

To make policy prescription even
more complex, context has been found
to be a key determinant of the success of
targeting in reaching the poor or very
poor.*! This makes generalisation diffi-
cult but suggests that it may be best to
build on local experience rather than to
adopt ‘best practice’ solutions that may
be inappropriate in new contexts.

In many countries, the coverage of so-
cial assistance schemes is constrained by
public expenditure ceilings. If these are
reduced or removed, as schemes mature
and demonstrate their effectiveness, then
the chance of reaching the chronically
poor can be greatly improved. For exam-
ple, in the social protection trend-setting
state of Tamil Nadu in southern India,
budget ceilings for pensions and other al-
lowances were dropped in the early
1990s. As a result, by March 2003 there
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Alvera, like many millions of older people, is using
her pension to support and educate her
grandchildren

were almost 1.2 million ‘destitute’ pen-
sioners (defined as those with no other
sources of support) receiving Rs 200
(US$S) per month. Without such assis-
tance the state’s growing population of
chronically poor older people would
have been larger and even more
deprived.**

New forms of delivery can help reduce
the often considerable costs of transfer-
ring resources. For example, direct trans-
fers through post offices, banks, mobile
vans, and taking advantage of computer-
ised information systems and electronic
identity cards, may offer significant ad-
vantages over other possibilities for get-
ting resources to poor people, and can
inject substantial resources into weakly
integrated areas® and marginal groups,
provided they are adequately registered.
Linking service delivery with social pro-
tection transfers through ‘conditional
transfers’ can make a difference to de-
mand: the Food for Education pro-
gramme in Bangladesh and the Progresa
scheme in Mexico have both resulted in
parents keeping more children out of the
labour force for longer, thus reducing
the likelihood of their being poor in the
future.

The value of a transfer is a critical as-
pect of scheme design as it shapes cost
and potential impact — but evidence is
mounting that even very small transfers
can have positive impacts on welfare and
investment. The 80% national coverage
achieved by Nepal’s old age pension

scheme within six years of start-up, de-
spite the physical and communication
obstacles in this mountainous state, pro-
vides evidence of the feasibility of effec-
tive social assistance programmes for the
chronically poor. The value of the pen-
sion, at 2.5 days’ agricultural wages per
month, is low, but this could be incre-
mentally increased over time to permit it
not merely to provide security but to fa-
cilitate opportunities for the younger
members of the household.**

Social assistance is not about
‘doles’. Pensioners support
grandchildren’s schooling;

public works schemes provide
the savings for small scale

business start-ups.

Both the coverage and value of social
assistance programmes are affected by
how social protection is perceived by the
non-poor. There is a need to point out to
national and international policy-mak-
ers, the middle classes and the general
public, how transfers are often used not
only for current consumption but also
for saving, investment and further redis-
tribution within the household. Social as-
sistance is not about ‘doles’. Pensioners
support grandchildren’s schooling; pub-
lic works schemes provide the savings

for small scale business start-ups.*’

Using PRSs to prioritise the
chronically poor

A major advantage of national Poverty
Reduction Strategies is that they put the
issue of poverty at the heart of dialogue
between donors and developing coun-
tries. They also offer the potential for
improved analysis and coordination of
efforts to target poorer groups.

But from the perspective of chronic
poverty, evidence to date suggests that
PRSPs could play a more effective role.

Few PRSs disaggregate poverty ad-
equately; few specifically recognise the
needs of the chronically poor, though
many discuss vulnerability; most exag-
gerate the extent to which economic
growth will deliver poverty reduction;
and few emphasise strongly protecting
the assets and rights of the poor. Interna-
tional structural factors that contribute
to chronic poverty, (such as casualisation
and insecurity for workers in the global
fruit market), are not currently part of
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most PRSP processes. (See Chapter 4).

In principle, the ‘joined up thinking’
that is supposed to inform PRSPs, could
enable government and donor agencies
to take better account of the multidimen-
sional nature of chronic poverty.

‘Joined up thinking’ in PRSPs,
could enable government and
donor agencies to take better
account of the
multidimensional nature of
chronic poverty.

What PRSs have achieved to date is
the establishment of processes that may
ultimately create disaggregated strategies
to be developed that take account of the
particular problems facing chronically
poor people. But sustained commitment
and attention from governments and do-
nors will be required if PRSPs are to re-
sult in effective measures to tackle
multidimensional and persistent poverty.

Putting chronic poverty
on the international
action agenda

Inevitably, the whole framing of devel-
opment policy is in the hands of people
who have never experienced malnutri-
tion, disabling exclusion, and the humil-
iating lack of capabilities like illiteracy.
For the global elite (north and south),
perhaps the biggest challenge is to under-
stand the real obstacles facing people
who have never had these advantages.

There is a kind of intellectual recidi-
vism in policy making, which means that
however well intentioned, policy keeps
returning to the idea of broad based
growth as a complete solution. But the
reality is that many people are never
going to be able to grasp the opportuni-
ties that the global market is supposed to
offer. Facing up to this reality, and prop-
erly taking into account the rights of
300-400 million people in chronic pov-
erty, requires more than the grudging
provision of patchy safety nets and poli-
cies governed by the illusion that oppor-
tunity will be enough. A much more
creative and dynamic policy approach to
chronic poverty is not only essential on
rights grounds, but it also recognises
emerging evidence that measures to in-
crease security for the poorest can con-
tribute to aggregate growth and long
term poverty reduction.

Using the Millennium
Development Goals to
address chronic poverty

The implications of the eight MDGs,
and their many targets and indicators,
for the chronically poor are varied (see
Table 5.1). Only Goal 2 sets a universal
target — primary education for all chil-
dren. This goal cannot be reached un-
less children in chronic poverty are
included.

The other targets for 2015 are not
measured by universal achievement. This
means that policymakers can decide to
exclude those who are hardest to reach,
from efforts to achieve the MDGs. Most
significantly, the Goal 1 target of halving
US$1/day poverty by 2015, may be
achieved, by concentrating on those
nearest the poverty line.*

But as Table 5.1 illustrates, the case
for insisting that people in chronic pov-
erty must be fully incorporated in efforts
to achieve the MDGs rests not only on
rights. The sustained reduction and even-
tual eradication of absolute poverty will
be achieved more effectively if current
policy and action is informed by chronic
poverty analysis.

The coherence of MDGs
and international policy

The MDGs cannot be viewed in isolation
from other international policies and ne-
gotiations, some of which result in con-
ditions in which chronic poverty is
sustained and may even increase. There
are still too many stark cases when
‘northern’ interests are crudely asserted.
For example, shortly after agreeing to
the complete eradication of hunger by
2015 at the World Food Summit in
1996, the US government published an
‘interpretive statement’ that ‘the attain-
ment of any ‘right to adequate food’ or
‘fundamental right to be free from hun-
ger’ is a goal or aspiration to be realised
progressively that does not give rise to
any international obligations’.*” As a
consequence, the MDGs seek only to
halve global hunger by 2015 — only 900
million people will need to suffer hunger
longer than agreed in 1996!

The Millennium Declaration on elimi-
nating poverty should inform all govern-
ment actions — not only those on aid and
development co-operation. At present
there is a major inconsistency between
developed countries’ commitment to the

MDGs and their stance on trade. It is
difficult to see how developed countries
can justify entering into trade meetings

knowing ‘that the better they succeed,

the more people will die of poverty’.*®

The Millennium Declaration
on eliminating poverty should
inform all government actions

— not only those on aid and

development co-operation.

Financing chronic poverty
reduction

Resources from governments and
Official Development Assistance
The resources to finance poverty reduc-
tion mainly come from developing coun-
aid donors and,
importantly but often overlooked, from

try governments,

poor people themselves. Government re-
sources in many developing countries are
under immense pressure. During the
1990s, many countries in Africa experi-
enced a worsening of both economic and
poverty indicators, as communities and
whole nations suffered a range of shocks,
including conflict, deteriorating terms of
trade and HIV/AIDS.*

The only international resource that is
meant to be focused on poverty reduc-
tion is international aid — Official Devel-
opment Assistance (ODA). But over the
1990s, global aid experienced a sharp re-
versal, falling 20% in real terms by
2001. Between 1990 and 2001, ODA aid
fell from 0.33% to 0.22% as a share of
donor GNI - compared to the UN target
of 0.7%. In 2002, ODA rose by 7% in
real terms from its 2001 total, up mod-
estly to 0.23% of donor country GNIL°
But just one donor out of 22 DAC do-
nors was giving more in real terms in
2002 than they had a decade earlier. Just
to restore aid to its per capita levels in
1990 would require US$23 billion in ad-
ditional funding — a 45% increase.

In 2002, the year of the Financing for
Development (FfD) Summit in Monter-
rey, Mexico, global aid stood at almost
US$58.3 billion. Estimates prepared for
the FfD Summit by the Zedillo Panel
suggested that to achieve the MDGs, an
additional US$50 billion/year in ODA
was needed.’! This was almost certainly
an underestimate, as it did not include
costs for clean water and sanitation



Table 5.1

Millennium
Development Goals

Goal 1
Eradicate extreme
poverty and hunger

Goal 2
Achieve Universal
Primary Education

Goal 3

Promote gender
equality and empower
women

Goal 4
Reduce child mortality

Goal 5
Improve maternal
health

Goal 6

Combat HIV/AIDS,
malaria and other
diseases

Goal 7
Ensure environmental
sustainability

Goal 8

Develop a global
partnership for
development

Significance of this goal for the chronically poor
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Significance of including the chronically poor
for the achievement of the MDG

Target 1 (halve the proportion of those living on less than US$1/ .
day) could lead to a focus on the less poor at the expense of the

chronically poor.

Although the introduction of indicators 2 (poverty gap) and 3 (share

of poorest quintile) improved the ability of this goal to focus

attention on the chronically poor, the lack of a specified target .
means that these indicators exercise relatively little influence on

policy-makers.

Target 2 (halve the proportion of people who suffer from hunger, in
terms of prevalence of underweight children under five and
proportion of population below minimum level of dietary energy
consumption) is useful in guiding policy towards the needs of the
chronically poor, and those likely to become chronically poor.

Universal Primary Education must, by definition, include chronically e

poor children.

In the shorter term, some countries may target more resources to ~ ®
those more likely to enrol, in order to improve rates as much as
possible, acknowledging the impossibility of achieving 100%

enrolment by 2015.

Potentially mixed impacts. Essential in the long term, but could .
work against the interests of the chronically poor in the short and
medium term, if non-poor women (and their households) gain
privileged access to education, employment and parliament at the

expense of poorer men (and their households).

Reducing the number of preventable deaths is crucial to the L

interruption of chronic poverty.

However, as the target is articulated in terms of improvements in
national averages, there is a real danger that the focus will initially
be on the non-poor and less poor. Redirection of resources away
from the chronically poor may even worsen their situation.

Improved maternal health is crucial to the interruption of the .

intergenerational transmission of poverty.

However, as the target is articulated in terms of improvements in
national averages, there is a real danger that the focus will initially
be on the non-poor and less poor. Redirection of resources away
from the chronically poor may even worsen their situation.

Indicators 18 and 20 (reduced HIV prevalence in young, pregnant e
women and reduced numbers of AIDS orphans) are central to
reducing chronic poverty, particularly in Africa. In the coming

decade this indicator will have increasing significance in many other

parts of the world (e.g. India and China).

Indicators 21-24 (combating malaria and TB) are important: in
many countries the chronically poor have their physical strength,
health and livelihoods undermined, and die preventable deaths

However, as the target is articulated in terms of improvements in
national averages, there is a real danger that the focus will initially
be on the non-poor and less poor. Redirection of resources away
from the chronically poor may even worsen their situation.

Could have beneficial effects for the chronically poor (e.g. L
indicators 29 and 30 on improved access to safe water and

sanitation) and directly negative effects (e.g. indicators 25 and 26
would limit the opportunity for the chronically poor to modify land

use in ways they believe will improve their livelihoods). The lack of
progress by industrialised nations on reducing energy use (indicator
27) and CO, emissions (indicator 28) undermines this goal.

A wide range of indicators for official development assistance, .
market access, debt reduction, employment and access to

medicines and ICT. Indicators include: proportion of aid to basic

social services, and to Least Developed Countries, both of which

should benefit the chronically poor.

Progress on reducing child malnutrition is very
slow. Addressing chronic poverty could speed
this up considerably, since chronically poor
households are significantly more likely to
contain under and malnourished children.

Progress on increasing the share of the poorest
in national income would be enhanced by
specific attempts to transfer income to the
chronically poor.

This goal cannot be achieved without the
chronically poor.

In low literacy countries (where many
chronically poor people live) the ‘increase
literacy among youth’ indicator may encourage
a focus on the ‘easy to reach’ poor.

Interrupting chronic poverty requires girls to go
to school and stay in school for longer, among
other things, which fosters the achievement of
this goal.

Very slow progress, especially in sub-Saharan
Africa, where there is the biggest incidence of
chronic poverty. Addressing the
multidimensional and intergenerational nature of
chronic poverty would significantly improve the
chances of meeting the targets.

Current rates of progress on the maternal
mortality indicator is one-third that required.
Addressing chronic poverty requires a
comprehensive and multi-sectoral approach to
maternal health, and would contribute
significantly to the decline in maternal mortality.

Reducing chronic poverty is likely to improve
the capacity of poor people to access, afford
and complete treatment, helping to interrupt
transmission paths of contagious diseases.

On target to achieve indicator 25.

A focus on chronic poverty can help to achieve
this goal. Public support for aid in donor
countries is strong based on humanitarian
principles and a wish to see resources spent on
the poorest people. Serious efforts to create
public support and solidarity around combating
chronic poverty could help to mobilise public
commitment to the MDGs.

Sources: CPRC analysis; Christianson, Conway and Lui 2003; Gaiha 2003.
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(estimated by the World Bank at be-
tween US$S5 and US$20 billion/year), or
for reducing child and maternal mortal-
ity (estimated at US$20-235 billion/year);
and education may have been underesti-
mated by more than US$6 billion/year.
These revisions suggest that between
US$70 and US$100 billion/year is
needed, on top of current levels of ODA.
This increase could be achieved if donors
were to fulfil commitments on reaching
the 0.7% target.’? However, two years
on from FfD, a major financing gap puts
the 2015 goals for poverty reduction in
jeopardy. The modest US$16 billion/year
in increases promised by donors for
2003 falls far short of what is required.

One pragmatic response to this short-
fall, is the proposed International Finance
Facility. This proposal, backed by the UK
and France, would substantially increase
aid spending in the years to 2015 by using
additional aid pledged at FfD to back the
issue of bonds. Resources generated by
the sale of bonds would be immediately
available for spending on poverty reduc-
tion. Children whose growth may be
stunted by malnutrition and who run the
risk of growing up illiterate, and grand-
parents struggling to care for AIDS or-
phans, are among the people in chronic
poverty whose need for assistance cannot
be put off — and who would stand to
benefit most from the IFF.

Aid allocation, as well as volume,
is important

It is not only volumes of aid that matter.
The sectors and countries in which aid is
spent have a major effect on the potential

impact of aid on chronic poverty.

Aid to basic social services, like health
and education, receives a small fraction
2002
was a record year for spending on basic
health and basic education. But total
commitments from all donors amounted

of total bilateral commitments.

to only US$1 billion for basic education
and US$1.3 billion for basic health — less
than 5%
Overall spending on health also reached
its highest level in 2002 (US$2.4 billion)
but education has yet to match its 1995
figure of US$6 billion. Spending in 2002
was US$4.4 billion (Figure 5.1).%°

In 1990, donors held their first Least
Developed Countries conference. This
set a target for donors of 0.15% GNI in
aid to this group of particularly deprived

of bilateral commitments.

countries, home to 700 million people, a
disproportionate number of whom are in
chronic poverty. In 1992, DAC donors
were allocating 0.05% of their total GNI
to Least Developed Countries (LDCs).
Ten years later, aid to LDCs was just
0.04% of GNI, despite being at its high-
est level of the decade in real terms.**
Despite the rhetoric, poverty is not the
only consideration governing aid alloca-
tions. Regional preferences, political pri-
orities, commerce and history all have
their effect on the allocation of ODA.
Aid generally has a positive effect on
economic growth.>® But the special sig-
nificance of aid is that, unlike other
flows which can contribute to growth,
aid can be targeted to those who most
need assistance — people and countries
whose poverty is persistent and severe.
aid with the

Therefore, aligning

Figure 5.1 ODA to least developed countries in real (2001) prices
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US$70-100 billion a year is
needed to finance the MDGs.
This could be achieved if

donors fulfil commitments to
reach the 0.7 % target.

incidence of poverty is important. This
would mean giving far more aid to South
Asia and to larger high-poverty coun-
tries, particularly in sub-Saharan Africa
where chronic poverty seems the most
intractable. See Box 11.01, ‘Aid Concen-
tration Curves’, for an analysis of aid
flows to countries with the largest num-
bers and highest concentration of people
living on less than US$1/day.

Persistent poverty requires
sustained assistance

The intractable nature of chronic poverty
clearly requires flexible, predictable and
long-term financial support. The record
on this is not good. Aid has been domi-
nated by a project based approach with
relatively short time horizons and which
frequently bypass national aid coordina-
tion mechanisms. In Ethiopia, for in-
stance, recurrent cost budget finance is
needed to deliver the public expenditure
set out in the Poverty Reduction Strat-
egy. This would need to be sustained for
20 vyears, and the reliability of donor
commitments will be critical. Recently
initiatives such as the DAC Task Force
on Donor Practices have signalled a
growing awareness of the need for pro-
gress on aid harmonisation, genuine de-
veloping country leadership and medium
to long-term financial frameworks.
Without reliable aid commitments,
governments may be reluctant to make
long-term commitments to recurrent
costs which cannot yet be financed from
revenues. The proposed International Fi-
nance Facility would require donors to
make legally binding commitments over
the long term. This predictable finance
could enable developing country govern-
ments to plan interventions in areas such
as social services, on the basis of assured
availability of recurrent funding needs.

Financing targeted transfers

Generally, it is the poor who finance
poverty reduction, both through their
own efforts, and through gifts, loans and
remittances from family and neighbours.



Putting more resources directly in the
hands of the poor can therefore be crit-
ical for sustained poverty reduction.

Social assistance is one means of
reaching very disadvantaged people di-
rectly. But are social assistance transfers,
such as pensions, affordable? Evidence is
clear that they can be, even for an LDC
like Nepal. Nepal’s universal pension for
men and women over 75, which reaches
between 83% and 86% of those eligible,
costs only 0.4-0.6% of public expendi-
ture. Namibia’s old age cash transfer
programme costs just under 2% of GDP,
and South Africa’s pensions cost around
1.4% of GNP.>

This experience of existing social
transfer programmes means that blanket
assumptions on the unaffordability of
transfers should be replaced by detailed
thinking on issues, such as the balance
between universal and targeted schemes.
Attention also needs to be focused on
how existing social assistance can be ex-
tended and most effectively managed.

Many aid donors have been very reluc-
tant to promote, or help foot the bill for,
social assistance. Donors prefer projects
which produce visible short-term results.
They are wary of becoming involved in
government-managed schemes. Many
donors also fear ongoing commitment to
what some have perceived as welfarist
schemes. But there are sound reasons for
donors revisiting this issue:

There is increasing evidence that im-

proved social protection can be both

redistributive, a productive invest-
ment, and therefore a very sound use
of aid money.
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Donors may be well placed, especially
in the context of PRS processes, to en-
sure that the interests of chronically
poor groups are taken properly into
account by governments who face
pressure from domestic interest groups
with more political weight.

Generally, it is the poor who finance
poverty reduction, both through their
own efforts, and help from family
and neighbours. Putting more
resources in the hands of the poor
could be critical to sustained
poverty reduction.

Helping developing country govern-
ments to finance social assistance pro-
grammes could fit well with increasing
efforts by donors to coordinate their
aid within a framework of developing
country ownership, using budget sup-
port where appropriate.

There is no doubt that public support
for aid in OECD donor countries is at
its strongest around humanitarian and
basic needs expenditure.

Obligations on aid must be
met

Changes in aid modalities will not be
enough to address chronic poverty — a
step change in the levels of financing for
basic services and predictable funding
flows is indispensable. If chronic poverty
is to be eradicated, it is necessary to look
beyond 2015 and to recognise that,
while some chronic poverty can be re-
duced through policy changes, increased

international transfers are essential.

Political commitment is the essential
factor in achieving these changes. There
are some grounds for optimism: the pub-
lic and politicians in donor countries reg-
ularly re-state their support for economic
justice and aid, particularly for the poor-
est. Proposals such as the ILO’s Global
Trust to finance global social assistance
are based on concept of international sol-
idarity in the effort to achieve basic social
protection. The international community
is currently discussing different proposals
to secure reliable finance for poverty re-
duction and global public goods includ-
ing the International Finance Facility
and forms of global taxation.’”

But optimism needs to be tempered by
the knowledge that in 13 countries, aid
is less than half way to the target of
0.7% of GNI established in 1970. GNP
growth in donor countries has risen from
US$11,000 per person in 1960 to
US$28,000 in 2002 (in real terms). Aid
has increased by just US$6 per person
over the past 40 years.’®

Chronic poverty —
an agenda for action

Between 300 and 420 million people are
trapped in poverty. They experience
multiple forms of deprivation over many
years, often over their entire lives, often
passing poverty on to their children, and
dying premature,
deaths. The causes of their poverty are

often preventable
complex and involve sets of overlaying
factors. These causes commonly include
social exclusion, adverse incorporation

Figure 5.2 DAC donors — gap between income and aid per capita (at 1988 prices and exchange rates)
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in the economy and living in parts of the
world that are poorly governed and/or
weakly connected to national and inter-
national economies.

This first Chronic Poverty Report has
set out to raise awareness of the extent
and experience of long term poverty. It
has also drawn some initial conclusions
about policy and action. Most impor-
tantly, although many of the components
of the contemporary ‘orthodoxy’ on pov-
erty reduction can also benefit chronic-
ally poor people (Table 5.1) it is clear
that to tackle chronic poverty it is neces-
sary to go beyond this orthodoxy.

Increasing opportunity, reducing vul-
nerability, and empowerment are all nec-
essary for chronic poverty reduction, but
livelihood security must be prioritised.
The chronic insecurity of those trapped
in poverty constrains their ability to pur-
sue opportunities and seek empower-
ment so much that social protection
policies must play a major role in strat-
egy. There are many elements to such
social protection policies; CPRC research
highlights the need to:

put security first and use existing evi-
dence to develop larger scale, cost ef-
fective social protection programmes
that enable chronically poor people to
make choices that do not undermine
their current or future well-being;
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