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Preface

The world is in a deep state of crisis, confronted
with violent conflicts and entrenched political
divisions, a cost-of-living crisis affecting both
global North and South, and the existential threat
of the climate crisis that manifests in extreme
weather events, all the while still grappling with
the devastating consequences of the Covid-19
pandemic.

This report-Crises of Inequality: Shifting Power for
a New Eco-Social Contract-shows that there is a
common thread that links these crises: growing
economic and social inequalities that both drive
and are driven by crises.

Our current system perpetuates a trickle-up of
wealth to the top, leaving no possibilities for shared
prosperity. It destroys our environment and climate
through over-consumption and pollution, and
offloads the steep costs onto those who consume
little and pollute the least. Increasing inequalities
in income, wealth, opportunity and social
outcomes intersect with inequalities in access to
rights and participation, which are under threat in
many parts of the world.

Taken together, inequalities create a gravity toward
multiple crises and shocks and make the effects
worse. Each crisis plays out in an existing pattern
of inequalities. This inevitably means that those
who are already disadvantaged or excluded face the
worst impacts, while those with more resources are

able to shield themselves and recover more quickly.
Many people are excluded and disenfranchised
and feel that there is one set of rules for them and
another for elites.

Our Common Agenda, a clarion call for greater
solidarity in the next quarter century, points to the
need for a renewed social contract that is fit for
the twenty-first century: a contract that responds
to the common and shared challenges we face and
rebuilds trust; a contract that is more inclusive of
all people and respects our natural home.

This report takes up the task of envisioning such

a contract, a new eco-social contract that will

halt the climate crisis and promote greater social
and economic justice in our globalized societies.

It calls for stronger universal social policies,
transformations to our economies to prioritize well-
being and sustainable progress, and solidarity across
the globe in a renewed multilateralism.

This analysis is highly relevant for a wide global
audience as we strive to avoid and mitigate crises,
and work for a new world that moves toward
equality, sustainability and justice. I hope that it
both informs and inspires.

e

Paul Ladd
Director, UNRISD
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Repor
me:

Our world is in a state of fracture, confronted We can create pathways toward a new eco-

with severe crises, increasing inequalities social contract based on a vision of justice,

and unraveling social contracts. Now is equality and sustainability. To do this, we

the time to act to secure our future and co- need a new development model with three

construct a new eco-social contract that key pillars: alternative economic approaches

delivers for people and planet.

that centre environmental and social justice

©0000 and rebalance state-market-society-nature

relations; transformative social policies based

e on a fair fiscal compact; and reimagined

multilateralism and solidarities.

Today’s extreme inequalities, environmental
destruction and vulnerability to crisis are not
a flaw in the system, but a feature of it. Only
large-scale systemic change can resolve this
dire situation.

[e]e]e] Je)

Those in power work to preserve and
perpetuate a system that benefits the few at
the expense of the many. Only if we rebalance
existing power structures and create new
alliances can we achieve transformative

Inequality has been a driver, amplifier and
consequence of multiple and overlapping
crises—economic, social, political and

change. Progressive political leaders,
inclusive coalitions, active citizens and social
movements need to come together to co-

create a new eco-social contract for climate
and social justice.

ecological. The result is a vicious cycle
which is disrupting the basis for human life
on this planet and eroding prospects for a
dignified and peaceful life for all. Vulnerable
and marginalized groups, who face multiple
intersecting inequalities, are worst affected,
falling further behind. Elites, on the other
hand, can largely shield themselves from
adverse impacts of crises and often even
exploit crises for their own gain.

[e]e] Jele]
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The World in a

State of Fracture:
Inequality, crisis and a
broken social contract

Introduction

There is perhaps no more telling example of
the way in which our current world order is bent
toward injustice than the Covid-19 pandemic,

simultaneously so universal and experienced so The damage wrought

differently from person to person ar.1d place to by COVid-lg, HIV and

place. The period since the virus was first detected . .
other pandemics is not

in early 2020 has been marked by extensive loss of

life, severe economic downturn, the rolling back the result of the viruses

of many human development indicators and an alone, but of how they
overall increase in poverty. Yet, at the same time, make space ill, and

it also brought significant gains for a very small

group of people, as wealth concentration at the top expand, the fissures of

has intensified since the pandemic began. Such an our unequal society.

extreme increase in human suffering matched by an

equally extreme increase in profit and privilege has ~Winnie Byanyima
been the unfortunate refrain running through the Executive Director, UNAIDS

history of recent crises, growing louder with each
passing year. With a central focus on inequality, this
report starts from the premise that a system in which
a global health crisis can double the wealth of the 10
richest men in the world (figure O.1)! while sending
more than 120 million people into extreme poverty’
signals a broken social contract, leaving behind far
too many people and failing to protect our planet.




Figure 0.1 Global wealth distribution
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Only seven vyears ago the world seemed to
be set on a more hopeful path. In 2015, the
international development community agreed on
an ambitious agenda to “transform our world,”
with an unprecedentedly broad and transformative
development vision enshrined in the 2030 Agenda
for Sustainable Development.> Unlike the era of
the Millennium Development Goals, the new
agenda included an explicit commitment to
reduce inequalities within and between countries,
as stipulated in Sustainable Development Goal
10. With only eight years remaining to make
this ambition a reality, the context for achieving
the vision of Agenda 2030 has never been more
daunting because of a number of urgent challenges.
These include the unprecedented concentration
of wealth and income and disparate progress in
reducing poverty;* the elite capture of political
processes and institutions;’ the rise of austerity,
privatization of essential services and rolling back of

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRA_

1,791m 2,818m

(33.8%) (53.2%)
Wealth range Wealth range
uspb 10,000 < usp 10,000

to usp 100,000

13.0%

usb 60.4 trn

Data source: Credit Suisse 2022.

the state;® nationalism and right-wing extremism as
well as backlash against egalitarian and human rights
discourses and movements;’ insecurity, conflict and
increasing numbers of forcibly displaced people;®
evolving technology creating new divides both within
and between countries;” and the climate crisis and
biodiversity loss threatening our very existence. The
Covid-19 pandemic has exacerbated the corrosive
effects of the current system and the inequality it
has wrought,!! revealing its lack of resilience to
shocks, while in the context of Russia’s ongoing war
in Ukraine, energy and food prices have skyrocketed
and severe geopolitical tensions have emerged. The
result is a world in a state of fracture, and at its heart
is inequality.

Inequality has been both a root cause and an amplifier
of multiple crises—economic, social, political and
ecological. The unprecedented concentration of
wealth and income among individuals, groups and

1.1%

I (| usp 5.0 trn



Figure 0.2 Global trends
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corporations is a defining feature of the present
moment, one characterized by interconnected and
compounding crises which can be understood as
endogenous to the current economic system.'? In the
past three decades, the top 1 percent of humanity
has captured nearly 20 times the amount of wealth
as the bottom 50 percent.” This wealth and income
concentration at the top is both a result and a driver
of elite power."

Empirical evidence shows that inequality along
all dimensions is highly detrimental for our
societies and economies, undermining economic
development and poverty reduction, well-being
and health, democracy, participation and social
cohesion, as well as social, environmental and
economic sustainability.”

As inequality continues to increase within and
among countries as a result of neoliberal policies
and recent crises, vulnerable groups are especially
hard hit.!® Race, ethnicity, caste, citizenship status,

gender identity, sexual orientation, age, disability
and a number of other factors continue to play a
crucial role in determining people’s capabilities and

social outcomes."”

The current sense of crisis and insecurity contrasts
with a picture of considerable development gains
throughout the world since the second half of the
twentieth century, including expansion in human
development for the majority of the earth’s people,
reduced poverty, greater longevity, advances in
gender equality, progress in reducing various
forms of discrimination, enhanced capabilities and
widespread access to technology. However, these
benefits have been unequally distributed, and past
gains can quickly be eroded when crises hit.!®

This moment of crisis has not arrived in a vacuum
but has emerged in the wake of various trends,
including globalization, technological progress,
demographic change—such as ageing, migration and
urbanization—and shifting global power structures



(figure O.2). These long-term trends have on the one
hand presented opportunities for human progress in

terms of growth, poverty reduction and well-being.
On the other hand, they have often produced highly
unequal outcomes within and between countries
and with regard to different social groups, as well as
new risks and profound environmental impacts. This
report argues that this outcome is partly due to the
way in which long-term trends were shaped by policy
approaches associated with the neoliberal shift that
was spearheaded by several countries in the global
North in the early 1980s. This shift has created a
context and vicious cycle of rising inequalities,
instability and crisis.”” In this process, benefits were
distributed unequally while costs were offloaded
onto subaltern groups, global South countries and
the environment,”® hollowing out social contracts
and destroying the global commons.*

To understand how we got to this moment, the report
will analyse how the age of neoliberal globalization
and related policy choices are at the heart of the
present challenges, having paved the way for the
current model of unsustainable hyperglobalization,
which inescapable gravity toward
inequality and crises. It reveals how deep fractures

creates an

run through societies and economies, manifesting
in inequalities, segregation, polarization, conflict
and social exclusion, and what their root causes are;

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTR’A_

and it explores how broken social contracts can be
reformed and transformed into eco-social contracts
to overcome current challenges, protect people and
planet, and set us firmly onto more sustainable
pathways.

— Guy Standing

Professorial Research Associate,

SOAS University of London
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Over the past half-
century, the efficient
operation of the
market for the pursuit
of private profit has
been allowed to run
roughshod over any
notion of the public
good.

~Mariana Mazgucato
Professor, University College London

mes of Crises:
‘A Vicious Cycle

Crisis by design

When taking a deeper look at the system which has
ushered in an age of crisis, we understand that the
inequality, environmental degradation and lack of
resilience it has produced is not an unfortunate by-
product, but rather built in by design. As this report
demonstrates, inequality and crisis are intimately
linked, bound together in an escalating spiral,
with each reinforcing and compounding the other
to a point of extreme vulnerability, disparity and
unsustainability.

We understand crises as systemic threats and
disruptions that undermine livelihoods and social
provisioning and put individual or collective
response mechanisms under stress, often leading
to a reversal of past achievements and hard-fought
progress, and pushing vulnerable and marginalized
groups further behind.??

Our current economic model of neoliberal hyper-
globalization produces and reproduces inequalities,
is prone to volatility and fails to stay within planetary
boundaries. Instead, the economy serves to create
and reproduce crises in various spheres (see figure
0.3),” from economic and financial crisis; to the



Figure 0.3 Crises and inequality
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— world’s major media assets.*’ disagree on an issue, poor voters are
% on average 31% less aligned with their
o representatives than the rich.*®

CRISIS

During the pandemic, there
were 6.2 million officially
reported deaths.*®
Non-official death estimates
were more than twice as
high as of April 2022.%°

6.2m

In 2020, the Covid-19 crisis
pushed up to 124 million
more people into extreme
poverty.5*

124m

114M 114 million jobs were lost
during the pandemic.>?

S3ILIVNOIANI

The 10 richest men in the world
doubled their wealth during the
pandemic.%®

In the US, Hispanic, Black,
and American Indian and
Alaskan Native (AIAN)
people are about twice

as likely to die from

Only 20.9% of people in low-
income countries received
at least one vaccine dose by
September 2022, compared
to 79.4% in high-income
countries (by April 2022).54

Compared with the last
quarter of 2019, in the
second quarter of 2020 the
number of domestic workers
in the workforce decreased
by 5-20% in most European
countries, by about 50%

in Latin America and the
Caribbean and by 70% in
Peru.%®

Covid-19 as their white
counterparts.®®

The Covid-19 pandemic




crisis of climate change, biodiversity loss, pollution
and unsustainable resource use; to the care crisis,
marked by steep inequalities in both who receives
care and who gives care, with a disproportionate
amount of unpaid care work placed on women; to
a political crisis that is characterized by increasing
power asymmetries, backlash against democratic
values and human rights, decreasing trust and
eroding state legitimacy, and unprecedented levels
of protest and violent conflict. The Covid-19
pandemic is a “great revealer” of the inherent flaws
of this system, both in terms of the conditions
that led to it, specifically the closing-in of human
civilization on natural ecosystems, and the outcomes
it has produced. Acknowledging this would allow
us to move to a bolder agenda for transformative
change, addressing the structural drivers of crises
and inequalities.”

How did we arrive at this model? Despite the
opportunities that stateded development and
early globalization during the post-Second World
War era offered for poverty reduction and social
progress, there was a radical shift toward market
fundamentalism in the early 1980s. This was
spearheaded by governments and institutions in
the global North and led to increased instability,
inequality and uneven development. Despite efforts
to counteract the adverse impacts of liberalization,
deregulation and privatization policies through a
“social turn”—a gradual shift in ideas and policies
which reasserted social issues in development
agendas around and after the UN Social Summit
in Copenhagen in 1995—fundamental challenges
remained unaddressed.”® Social protection strategies
focused on targeting the poor through social
assistance programmes (for example, conditional
cash transfers), while social services, employment
and the macroeconomic drivers of inequality and
crisis continued to be sidelined.

The period of the neoliberal turn was characterized
by stalling industrialization and a multiplication
of economic and financial crisis, from the debt and
structural adjustment crises in Latin America and
Sub-Saharan Africa leading to a “lost decade” in
the 1980s, to the banking, currency and financial
crises afflicting Latin America, Asia and transition
countries in Eastern Europe and the former
Soviet Union in the 1990s and early 2000s. The

financial crisis of 2008, which originated in the

United States and quickly spread across the world,
revealed the detrimental impacts of the neoliberal
turn on institutions, stability and livelihoods, and
the overreliance on market instruments to address
growing imbalances and social exclusion. The
crisis resulted in a severe disruption of the global
economy, with highly negative spillovers to national
economies. It was driven by inequalities that had
built up during the era of neoliberal globalization,
in particular rising income and wealth inequalities,”
and accelerated by a risky incorporation of vulnerable
groups into financial markets. Structural factors
such as racial and gender inequality (in particular
of single-parent households) and worsening class
distribution of income contributed to the crisis.*
As the crisis unfolded, inequalities increased further
due to adverse impacts on labour markets, household
assets and access to public goods. Policy responses to
the crisis had mixed impacts on inequalities, mostly
favouring big corporations, banks and creditor
countries rather than vulnerable groups. After an
initial array of countercyclical policies, austerity
and fiscal consolidation measures gained ground
once fiscal space was exhausted and market pressure
increased.® This gave way to a scenario of skewed
and slow recovery that has come to be known as the
Great Recession.®

In addition to frequent economic and financial
crises, the world is confronted with an unprecedented
environmental crisis tooted in colonialism and
exploitative resource extraction from the global
South that has fueled industrialization in the global
North as well as an economic system prioritizing
profit over people and planet.®® Many planetary
boundaries, the outer limits at which humanity can
continue to develop sustainably, have been exceeded,
with both ecological and social consequences and
without achieving basic development standards and
social rights for all.** The majority of CO, in the
atmosphere has been created by rich industrialized
nations, with the United States and Europe
accounting for over half of the global total as of
2020.% Between 1990 and 2015, the wealthiest 10
percent of humanity accounted for 52 percent of
cumulative emissions, with the top 1 percent alone
accounting for over 15 percent.®® While poor and
marginalized people contribute the least to climate
change, they are also the most likely to be harmed by
it and have the fewest resources to cope with it (see

box O.1).
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Box 0.1 Transformative adaptation in coastal cities: Lessons from Ho Chi Minh City and Jakarta

Rapid and uneven urbanization and economic growth makes coastal cities home to many people vulnerable to climate
impacts. The number of urban slum dwellers has continued to grow? and led to more people highly exposed to flooding
and living in overcrowded housing with little tenure security, poor water and sanitation, poor access to social services
and unable to have their voices heard by political leaders.” Urban upgrading is an attempt to tackle this situation by
removing precarious settlements along rivers and canals to reduce exposure and relocate people to improved housing.
However, in practice, this has forced many low-income and marginalized people to the outskirts of the city and unsettled

their livelihoods.

In Ho Chi Minh City, low-income migrants are the most vulnerable group as they are often not registered or
recognized as citizens, which limits their access to administrative resources and information. They have reported
unstable livelihoods as a result of urban upgrading projects, as well as a lack of transparency in project planning
and implementation. In general, upgrading projects focus most often on technical aspects, while social and cultural
considerations, including restoring the livelihoods of affected people after resettlement, are left unresolved.

In Jakarta, participation in and communication between the city and its residents has improved, but the overall
development vision for Jakarta remains that of a world-class waterfront city with little to no room for informal
settlements (kampung). Researchers and civil society representatives have pointed to the important knowledge,
creativity and potential of kampung dwellers who have been living with floods and adapting to them for a long time.
While from an official perspective it is argued that large-scale infrastructure measures and upgrading efforts are
necessary to protect the people of Jakarta, ignoring localized adaptation knowledge from kampung practices in city
planning represents the continuation of business-as-usual approaches that tend to favour elites and reproduce existing

inequalities.

UNRISD research has shown that much can be done in order to meet the needs and preferences of the affected
households when more emphasis is placed on social impacts and support systems. Transformative urban upgrading
and inclusive adaptation requires governance reforms that allow for learning from local experiences, and that harness
the potential of individual leadership and innovation that is currently undermined by hierarchical decision-making

structures.

2 Dodman et al. 2019a; ® Dodman et al. 2019b.

Sources: Huynh and Nguyen 2020; Simarmata and Surtiari 2020; Tran and Krause 2020; UNRISD 2021a, 2021b

The destruction of our natural environment is not
the only crisis threatening humanity in current times.
Care is a society-wide service performed by a variety
of actors that is essential for the maintenance of our
social, economic, political and cultural institutions,
and for our continued existence. However, the
capacities of societies to engage in such forms of
social reproduction under our current economic
system are under severe pressure.” Though a
fundamental feature of how families, societies and
economies are organized, it is largely neglected in
social and economic policy, and therefore carries
many injustices and inequalities. While these
are longstanding structural issues, the Covid-19
pandemic brough this reality to the forefront, as
the centrality of care, and the overwhelmed systems
that provide it, became increasingly evident. This

imbalance between the need for care and the failure
of systems to provide it in fair and ethical ways is
what defines the care crisis. The heavy emphasis on
the social provision of care, in particular households,
leaves a large deficit in care, one exacerbated by the
fact that the number of persons in the world in need
of care is growing:®® in 2015, 2.1 billion people in
the world were in need of care, and that number is
expected to reach 2.3 billion by 2030.% And while
the number of people in need of care is increasing,
shifting social arrangements, such as changing gender
and family structures, render the social provision
of care more tenuous. Advances in women'’s rights
have resulted in the participation of more and more
women in the labour market. This has increased
demand for care as women navigate employment
and care responsibilities, and has also increased the
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double burden on women to combine productive
and reproductive work.”® Further, institutional
provision of care is largely insufficient in most of
the world: the care sector has been historically
chronically underfunded, and recent trends toward
austerity have decreased state provision even further.
Additionally, the amount of time and resources
needed to be dedicated to care and domestic work is
highly influenced by the availability of social services
and social infrastructure such as energy, water and
transportation, as well as the quality and accessibility
of education and health services." These factors
have a particularly significant impact on women,
who take on a disproportionate share of unpaid
labour, spending on average three times as many
hours as men on unpaid care and domestic work.”
Meanwhile, the paid care sector is characterized by
an erosion of working conditions, understaffing
and low pay, often experiencing further downsizing
during crises or political shifts.”

The care crisis is a long-term systemic crisis that has
become more severe in the aftermath of the global
financial crisis in 2008 and the Covid-19 pandemic.™
The Covid-19 pandemic has demonstrated the
essential value of care work, both paid and unpaid,
as well as intersectional inequalities associated with
the sector relating to gender, class, race, ethnicity or
caste, informality and migrant status. Inequalities
and underinvestment in care provisioning lead to
heightened risk for both caregivers and care receivers,
greater economic losses for care providers and the
entire economy, and increased amounts of unpaid
care work delivered by women and girls, creating
time poverty and undermining their capabilities.”

Dolitical crises of various kinds are making headlines
daily, from presidents being ousted by military
forces, to elected political leaders caught in
corruption scandals or gradually undermining
democratic institutions, to new military conflicts
such as the most recent Russian invasion of Ukraine
that has resulted in a brutal war. Political crises
have a bearing on the political order and challenge
existing social contracts, even if not all lead to
a complete breakdown or radical change of the
political order. Some symptoms of crisis include
increasing protests and decreasing levels of trust.
People are taking to the streets in unprecedented
numbers to express mounting political and
economic grievances and discontent with political
leaders.” Much of the growing discontent and
disenchantment in democratic capitalist regimes

The focus of economic
policy needs to shift from
a narrow emphasis on
market production and
exchange—specifically the
growth of gross domestic
product—to a broader goal
of social provisioning that
redefines the economy to
include both market and
non-market production
and processes.

— James Heintz
Professor, University of Massachusetts Amherst

has been related to the multiple crises analysed in
this report, which have adversely affected equality,
social mobility and economic security.”” The reasons
for declining trust are mainly attributed to economic
insecurity and poor or corrupt governance,’”® but
also to rising inequality.” Further, the democratic
political fabric is threatened by the growing political
influence of big corporations, shrinking policy
space due to technocratic policy making and policy
conditionalities which delegitimize governments,®
and illiberal democracies and rising populism.®!

Finally, the Covid-19 crisis has not only revealed the
unequal structures in our societies but also acted as
an amplifier of existing inequalities and pushed the
less powerful and more vulnerable further behind.
The pandemic spread quickly over the globe,
putting health systems, state capacity and people’s
resilience under severe strain. Death rates for Black
Americans were 2.4 times higher than those for
whites.®” Women have been more likely to lose their
jobs during the Covid-19 crisis, stalling or even
abandoning their careers and financial security.®
Lockdowns have amplified gender-based violence
and violence against LGBTIQ+ individuals.** The
pandemic has also intensified challenges migrants
and refugees face in accessing social, economic and
political rights in host countries.®® Persons living in



disadvantaged neighbourhoods have experienced
more severe impacts of the disease, whether
directly in terms of cases, or indirectly in terms of
effects on livelihoods and quality of life.®® Vaccine
inequality, the unequal access and roll-out of newly
developed vaccines for Covid-19 in high- and low-
income countries, as well as the huge difference in
fiscal stimulus measures between the global North
and South, are additional features of the crisis
demonstrating how existing global structures
and a lack of international solidarity reinforce
inequalities (see figure O.3). In addition, the
economic impacts of Covid-19 have been much
worse than those of the 2008 financial crisis, in
particular in South Asia and Africa,%” and led to
a 3.4 percent decrease in global GDP in 2020. At
the same time, the number of ultra-high net worth

individuals increased by 50 percent from 2020 to
2022.%8

While higherincome groups and countries
can shield themselves more effectively against
the negative consequences of climate change,
environmental crises and pandemics than lower-
income groups and countries can, they are
increasingly realizing that they cannot fully detach
themselves from crisis impacts and their social and
political consequences. Moments of crisis unsettle
thinking about development
paths, disrupt accepted world views and present
opportunities to rethink and change direction
away from business as usual. The realization
that everyone depends on the global commons
and public goods and that no one is safe until
everyone is safe opens a window of opportunity
to create a new eco-social contract geared toward
greater social inclusion, equality and ecological
sustainability.

conventional
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KEY MESSAGES: CRISIS BY DESIGN

o
=
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Inequalities and crises are not inevitable, but to a
large extent the result of policy choices. Our global
economic system has ushered in an age of crises,
with inequality, degradation and threats to resilience
built in by design.

©00000
I

The shift toward market fundamentalism has
increased inequalities, instability and systemic
economic and financial crises, leaving all but the

wealthiest highly vulnerable to shocks.
C@0000

The environmental and climate crisis, closely
related to global inequalities and unsustainable
economic systems, is reaching dangerous tipping
points. The richest individuals, corporations and
countries in the world are responsible for the majority
of CO2 emissions, resource use and pollution, while
vulnerable groups are most affected by the worst
consequences of climate change and environmental

destruction.
[e]e] JeJele)

There is a crisis of care, and it is hindering social
development and progress toward gender equality.
The global economy is characterized by entrenched
patriarchal norms, a disproportionate amount

of unpaid care work shouldered by women and
communities, an undervaluation of care in the market

and deficiencies in public care provision.
[eJe)e] leJe)

Instability, insecurity, inequalities and the
concentration of elite power are undermining trust,
policy space and state legitimacy. Democracies
are eroding or backsliding, and civic space is closing
down. Political crises are multiplying, manifesting as
violent conflicts, increasing protests and collective
discontent, political polarization and media
capture, with severe consequences for democracy,

development and human rights.
O000e0

The Covid-19 crisis has revealed and amplified
existing inequalities between rich and poor
people and between social groups, while erasing
development gains of the recent past. Vaccine
inequality and huge disparities in fiscal stimulus
policies between the global North and South
demonstrate how new layers of inequality and

injustice have been created.
O0000e
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We were never going

to be in this pandemic
together. The world is too
unequal. A more accurate
description of its impact
is provided by the UN
Secretary-General: the
Covid-19 pandemic acted
like an x-ray, “revealing
fractures in the fragile
skeleton of the societies
we have built.”

— Naila Kabeer

Professor, London School of Economics

The age of inequality:
Intersecting inequalities
and power

Getting to grips with the multifaceted nature of
inequalities as both drivers and consequences of
crisis and unsustainable development, the report
unpacks vertical and horizontal inequalities, their
intersections and their linkages with power. Income
inequality and inequality related to group identity,
when intersecting, reinforce each other.®” Poverty
often exacerbates the
discrimination already suffered by individuals who
belong to one or more marginalized category, for
example, women and LGBTIQ+ groups, minority
racial or ethnic groups, older or young persons,
persons living with disabilities, informal sector
workers, rural populations, and migrants and
refugees.

structural violence and

Overlapping privilege is the other side of the coin,
allowing us to explore how a small minority, the
top 1 percent or 0.1 percent of wealth owners and
income earners, accumulate disproportionate levels
of resources and power. Inequality is a relational

concept, reproduced in interactions between people.
It is also a multidimensional concept that plays out
differently across time—that is, over the life course
and between generations—and space.

Inequality is not only a social and climate justice
issue but has adverse impacts on key development
indicators growth,
stability, poverty reduction, health, nutrition and
educational indicators, violence, social protection
and employment.”

such as macroeconomic

Economic inequalities to the extent we observe today
are rooted in historical legacies and injustices and
have further thrived in the age of financialization and
hyperglobalization. They are driven by asymmetries
in global trade, investment and financial regimes,
and a policy and regulatory environment that fosters
the concentration of rents as well as tax avoidance
and evasion by leading multinational corporations.
While value is extracted at the lower end of global
value chains, huge costs are imposed on workers,
women, local communities and ecosystems.”
The flip side of increasing capital concentration
and business power is the increasing livelihood
insecurity of smallholders and micro-enterprises,
and a growing precarious and mobile workforce
made up of migrant, informal and gig economy
workers. These groups often lack social protection
and secure incomes and face heightened exposure
to risks in times of crisis.*?

While within-country inequality dropped in the
period from 1910 to 1980 (while between-country
inequality kept increasing), it rose between 1980
and 2020 (while between-country inequality started
to decline; figure O.4).”

Between 1980 and 2020, the period of neoliberal
hyperglobalization and financialization, the top 1
percent of income earners captured 22 percent of
total world growth, versus 11 percent for the bottom
50 percent.” Convergence between countries was
driven by the rapid growth of large economies
such as China and India, and by higher per capita
growth rates in the global South compared with the
OECD.” However, the world’s poor population
continues to be concentrated in the global South,
whereas most of the rich live in the global North.
About 84 percent of multidimensionally poor
people live in sub-Saharan Africa (558 million)
and South Asia (530 million).”® Despite a decline



CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

Figure 0.4 Global income inequality within and between countries, 1920-2020
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in relative inequality between countries, absolute
disparities between rich and poor countries, for
example, measured in average per capita income,
have increased.” Finally, while convergence appears
in basic capabilities (countries in the low human
development group are catching up more quickly
than those in higher human development groups),
divergence appears in enhanced capabilities, for
example, life expectancy at older ages or share of
adults with tertiary education.”®

Wealth distribution is even more unequal compared
with income distribution (see figures O.1 and O.4),
with the greatest concentration at the very top. This
accumulation has been accelerating in recent years,
reaching staggering numbers during the Covid-19
pandemic, during which a new billionaire was
created every 30 hours.”

Social inequalities, defined as disadvantages related
to group status and manifested in unequal social
outcomes, compound inequality,
resulting in entrenched structures of stratification
that constrain people’s life choices and well-being,
undermining social cohesion, democracy and
economic development./®® Groups affected by
historical injustices and lack of resources and power
are especially at risk.'””! Indigenous peoples suffer
lack of access to appropriate public health systems,

economic

Between-country inequality

1990

2000 2010 2020

Source: Based on Chancel and Piketty (2021)

were not properly considered in the formulation
of Covid-19-related confinement measures, and
had limited access to preventive information, such
as updates about the disease in culturally and
language-appropriate formats.'” In the United
States, LGBTIQ+ people (16+) are nearly four times
more likely to experience violent victimization than
non-LGBTIQ+ people./”® Young workers, those
aged between 15 and 24, are twice as likely to live
in extreme poverty than adult workers. Eighty-five
percent of people without access to electricity live
in rural areas, with negative impacts on education,
health and income.®™ It is the most vulnerable
citizens who face a disproportionate level of climate-
related risk (see box O.2).°° Around 2 billion
workers worldwide are informally employed (with
informal employment representing a larger share
of women’s work), accounting for 61 percent of the
global workforce, which means they tend to work in
vulnerable conditions and earn lower incomes than
people in salaried employment.'® Many vulnerable
groups do not benefit from any form of social
protection. Less than 20 percent of older persons
receive a pension, only 28 percent of persons with
severe disabilities receive disability cash benefits,
only 35 percent of children worldwide have access
to social protection and only 41 percent of women
giving birth are covered by maternity benefits.!”

13
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Box 0.2 Universities and social inequalities in the global South

Higher education (HE), historically a privilege of elites, is now recognized as a key to social mobility and greater equality
across gender and race, empowering disadvantaged groups and increasing their labour market opportunities.? In the past
several decades, more than one-third of secondary school leavers have been absorbed into some form of HE, up from one-
fifth in 2000.° But these increases are not evenly distributed across countries, and the increased participation in tertiary
education has not necessarily been accompanied by sufficient formal employment opportunities for new labour market
entrants, a situation that worsened during the Covid-19 pandemic.® Further, the demand for HE in many places in the
global South has exceeded the capacity of public educational institutions, which experienced budget cuts during structural
adjustment and subsequent fiscal crises. Growing demand has largely been satisfied by private providers, with impacts for
affordability and accessibility of HE.? Rich students overwhelmingly outnumber poor students in terms of attendance rates
and are much more likely to attend selective universities.®

Recent UNRISD research found that while availability of HE opportunities for school leavers and adult learners has
increased over the past decades, countries in the global South are still lagging behind compared with the global North.
The expansion of private or fee-paying HE as the main mechanism to expand availability of opportunities reflects both
fiscal constraints and international trends toward commercialization of public services. This has detrimental impacts

on access and equity in contexts where inequalities are high and most student cohorts are from low-income families. In
contexts where pressures for cost recovery and meritocracy compete with equity concerns, accessibility has been improved
through policies such as subsidized student loans and living support schemes, expansion of subsidized programmes in
public universities, quota systems favouring racial minorities in competitive entry exams, expansion of tertiary education
infrastructure outside urban centres and distance education.

Low-income or poverty status continues to be the greatest obstacle to access, with some minority ethnic groups and
women from better-off families having managed to access fee-paying HE. However, racial and ethnic minorities, low-income
students, students from public secondary schools or with parents with low educational attainment levels, or those living in
remote areas are still facing obstacles to access and completion, whereas female students are often overrepresented in
less prestigious and lower-return study programmes and institutions. This points to shortcomings in terms of horizontality
(uneven levels of prestige and quality across the HE system) and potential for social mobility in HE in the global South, with
intersecting vertical and horizontal inequalities determining to a significant degree who can access HE and on what terms.
For example, women tend to be overrepresented in less prestigious universities; non-degree programmes or private, fee-
paying programmes (with public, no-cost universities being the most competitive and highest quality in many countries);
and degree courses with lower earning potential. This, combined with inequalities in access to social capital including
family networks, labour market segregation, care responsibilities and other disadvantages described above, leads to lower
returns of HE for women compared to men.

a Carter and Hujo 2021; * McCowan and Bertolin 2020; ¢ ILO 2021a; Marginson 2016; ¢ UNESCO 2017;
¢ Guzman-Valenzuela 2016.

Sources: Ayelazuno and Aziabah 2021; Gaentzsch and Zapata-Roman 2020; Lebeau and Oanda 2020; McCowan and Bertolin 2020;
Simson and Harris 2020

Economic and social inequalities both drive and are
driven by political inequalities, as elites accumulate
influence and power to preserve and perpetuate a
system that benefits the few at the expense of the
many. There are significant data to suggest that
political systems bend toward the preferences of
elites. These preferences vary to some extent across
groups and places and are often related to elite
perceptions of inequality and poverty,'® but elites

are found to be overwhelmingly more satisfied
with the system than average citizens, participate
more and have more representation in politics.'”
Elites wield influence over policies and legislation
through various strategies, including influencing
the electoral process through business networks
and lobbying, media control or outright state
capture.'® The largest companies have considerable
sway over the global economy, as their investment



is increasingly essential for economic and political
stability worldwide.!"! In 2015, 69 of the world’s

top revenue generators were companies, while only

31 were states.'? In times of crisis, the influence

of business in politics is often heightened and
consequences amplified, as the state acts to protect
them from shocks. For example, during the 2008
financial crisis, responses centred around bailing
out banks and creditors rather than minimizing the
impact on vulnerable groups. During the Covid-19
pandemic, corporations have played an outsized
role in shaping policy responses,'” including, for
example, eliminating liability for workers’ health
and safety, receiving tax cuts and stimulus money,
and arguing for weaker environmental regulation.!

Political inequality has significant implications for
the possibilities for realizing progressive change,
with particularly devastating impacts for vulnerable
groups. Women and minorities face challenges
stemming from social norms that place them at the
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The material and
symbolic consequences
of racism must be treated
as defining elements

of the political agenda.
The institutional and
power structures that
fuel racism must be
transformed.

— Jailson de Souza e Silva

General Director,

Instituto Maria e Jodo Aleixo (IMJA)

bottom of power hierarchies, as well as institutional
barriers and limited access. While women have
achieved an expansion of basic capabilities such as
voting rights, there has been little improvement in
advanced capabilities such as active participation in
political decision making:'"® only 26 percent of all
seats in national parliaments are held by women.!®
Further, LGBTIQ+ identifying respondents to a
survey conducted as part of an UNRISD project
on LGBTIQ+ inclusion in political decision
making indicated that they felt they could not
engage in political processes without the risk of
discrimination, and that if they did, their position
would not be taken into account as much as that of
their cisgender heterosexual counterparts.!”” Progress
toward reducing emissions is also often highly
curtailed by elite influence, as wealthy individuals
and companies are able to wield their resources
and power to influence environmental policy and
commitments at national and global levels.'®
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High levels of economic inequality, often
converted into steep power imbalances,
undermine sustainable development and
prevent transformative change. When
intersecting with inequalities related to
group identity such as gender or race,
they can lead to protracted situations of
marginalization and oppression.

@000

Economic inequalities, which have
spiraled upward during neoliberal

globalization, lie at the heart of power
asymmetries and elite domination. While
an overall decrease in global inequality

between countries has been driven

by a small number of large emerging
economies, gaps in terms of income

and other development indicators have
expanded for many developing countries.
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THREE

Social inequalities between groups along
lines such as gender, race, ethnicity

or caste, age, disability, citizenship

and other characteristics are based on
and reproduce hierarchies by applying
discriminatory rules and practices. These
social inequalities often intersect with
poverty and a lack of economic resources,
negatively impacting people, the economy
and equity. Marginalized groups fare

less well with regard to social outcomes,
with intersecting forms of inequality
compounding vulnerability.

[e]e] lo}
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Political inequalities and power
asymmetries drive and are driven by
social and economic inequalities, as
elites accumulate influence and power to
preserve and perpetuate a system that
benefits the few at the expense of the
many. This is a more than challenging
context for realizing progressive change
and has particularly devastating impacts
for vulnerable groups and the environment.
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@ PART Il

Contract for a More
Equal, Just and

Sustainable World

Toward a new eco-social
contract: Actors, alliances
and strategies

In a world of multiple crises, rising inequalities
and social injustice, large numbers of people
are beginning to question the principles, values
and public institutions our societies are founded
upon, what philosophers such as Hobbes, Locke
and Rousseau have called the social contract.!”
In this report we argue that the social contract
that has dominated the twentieth century—an
implicit bargain between economic imperatives of
growth and productivity, and social imperatives of
redistribution and social protection—has broken
down and cannot sustain the transformative vision
of the 2030 Agenda. During the age of neoliberal
globalization, increasing inequalities and multiple
crises have undermined social contracts in different
contexts, producing a political crisis of trust and
legitimacy and a crisis of social reproduction, while
humanity has not yet found an effective mechanism
to secure the protection of nature or the rights of
future generations.

A range of different voices from social movements,
trade unions and business sectors have begun to
call for a new social contract,'® including the UN
Secretary-General, most notably in his Our Common
Agenda report,'””! though visions differ on what an
ideal social contract should look like. Indeed, it
is important to recognize the variety of normative
and real-world social contracts as well as the power
asymmetries and structural inequalities shaping
them. Real-world social contracts tend to be far
removed from a notion of free and equal persons
creating a society based upon rules to which all
agree.””? Rather, social contracts reflect existing power
structures and inequalities at multiple levels and in
varied forms, often creating de facto contracts of
domination.'”” They often do not grant broad-based
political participation to non-elite groups, focusing
in the best case on other legitimizing factors such
as security or welfare provision.'”* More often than
not, they are the result of elite bargains and market
power.'?
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Social contracts can be found in any society. There
is a large diversity among them, each emerging
from different contexts and shaped by historical
and contextual factors. In Africa, communitarian
approaches dedicated to the common good
such as Ubuntu—“1 am because we are”— imply
that individuals define themselves through their
relationship with the community.!?® Buen Vivir, the
Living Well paradigm, a holistic vision inspired by
Indigenous knowledge and values that promotes
harmonious relationships between humans and
nature, is the normative foundation for national
development strategies in the constitutions of
Bolivia and Ecuador.” Another communitarian
approach is Ecoswaraj, or ecological self-rule or self-
reliance.!” It combines the concept of Swaraj, used
by Gandhi in India’s independence struggle, with
ecology. As with any social contract, communitarian
philosophies and imaginaries are not insulated from
economic and political interests. They need constant
engagement with grassroots movements and others
who defend their intrinsic meanings.'?’

Recent history shows that social contracts are not
set in stone but renegotiated when contexts change,
or when contracts are losing legitimacy and support.
Countries have created new social contracts at
critical junctures, in response to regime changes,
citizens’ demands and social struggles, embarking
on a variety of institutional and policy reforms. For
example, in Africa, social contracts were rewritten by
independent post-colonial governments concerned
with nation building, state legitimacy and social
cohesion, contributing to economic and social
development.”®® During the neoliberal era, social
contracts associated with welfare capitalism or
nation building were increasingly undermined and
replaced by new types of contracts that emphasized
individual responsibilities to the detriment of
values, and public
provision, leading to increasing inequalities and a
weakening of public institutions.”! Constitutional
reforms associated with democratization processes
(see box 0.3), progressive land reforms, or
expansion of social rights during the period of the
social turn that brought social policy back onto
development agendas in the 1990s and 2000s are
different examples of how social contracts have been
renegotiated, often with real benefits for vulnerable
or previously excluded groups.'*

communal redistribution

Box 0.3 Renegotiating social contracts
in the aftermath of the Estallido Social
(social outburst) in Chile

Protests in Santiago, Chile in October 2019 were
triggered by a hike in metro fares but quickly turned into
a rally against inequality and high costs of privatized
education, health and social security systems. They
united around 1.2 million people, including many
middle-class citizens, in what was the largest protest
march since the country’s return to democracy in
1989. Increasing living costs and constraints on

social mobility were associated with the neoliberal
economic regime that was imposed in the early 1980s
under the Pinochet dictatorship and which produced
disproportionate benefits for wealthy economic and
political elites, with few fundamental modifications
since the democratic transition. While the country

had seen mass protests before, in particular those led
by the student movement demanding free education
services in 2012 and a march of one million in 2016
calling for a reform of the country’s privatized pension
system,? the 2019/2020 protests reached a new
scale, prompting the government to declare a state of
emergency in the capital city and resulting in violent
clashes with security forces.” The protests in Chile not
only gained broad media attention across the world
but also achieved concrete government responses
addressing their claims, the most important one being
direct election of a constitutional convention tasked
with drafting a new Magna Carta, replacing the much-
criticized constitution dating from the Pinochet era.
However, Chilean citizens who were asked to vote on
the draft text-which proposed various radical changes
such as more rights for Indigenous Peoples, women and
nature-in September 2022 rejected the proposal with
a large majority. Clearly, the road to building a new eco-
social contract is not without obstacles.

@ Pribble 2017; * DW 2019.

Considering the linked economic, social, ecological
and political crises faced worldwide, organizations
and movements are calling for the creation of a
new social contract among people, between citizens
and governments, and between people and nature.
The United Nations has a strong voice in this
process, based on its charter and its comprehensive
human rights framework; its different organizations
working for peace, security, economic stability
and sustainable development; and the emerging



Ordinary people should
be front and centre in
developing green climate
policies. ... People have

a range of resources

and creative potential to
influence the process:

as voters, as wealth
owners, as consumers, as
citizens and as holders of
knowledge.

— Kumi Naidoo

Advisor, Community Arts Network (CAN)
and Green Economy Coalition (GEC)

climate governance regime. The 2030 Agenda for
Sustainable Development represents a high-level
global consensus and commitment of UN member
states on the key objectives that a new eco-social
contract needs to fulfil.

This report posits that the social contract needs
a fundamental overhaul if we aim to achieve
sustainable development for all; it must become
an eco-social contract, incorporating the ecological
dimension and creating a new contract for the planet
and future generations. This new eco-social contract
needs to be grounded in a broad consensus between
different stakeholders, embarking on a democratic,
inclusive and participatory decision-making process
at multiple levels, and feeding evidence-based policy
proposals into decision-making forums. The basic
idea of a new eco-social contract is to foster a range
of deliberative processes at local, national, regional
and global levels, in different sectors and with
different sets of stakeholders, to arrive at a shared
vision, concrete objectives and commitments and
accountability mechanisms.

For a new eco-social contract to be sustainable, there
has to be a broad societal and global consensus
regarding the questions of what the common public
goods are (for example, keeping global warming
under 1.5°C, providing decent work for all, and
maintaining global peace and security in line with

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

the UN Charter), how to arrive there and how to
finance them. Achieving such a consensus might not
be a smooth process, nor a quick fix, but it should
be a democratic, inclusive and transparent process.

Bargaining for a new eco-social contract also requires
being explicit about normative foundations and
values. We need to rethink the current principles
and values that guide our societies and economies
and that underpin the policies and institutions
needed to overcome urgent development challenges.
Based on the evidence and analyses presented in
this report, we argue that a new eco-social contract
should be instrumental in reconfiguring a range of
relationships that have become sharply imbalanced—
those between state and citizens, between capital
and labour, between the global North and the
global South, and between humans and the natural
environment. It should be based on rebalancing
hegemonic gender roles and relations rooted in
patriarchy, remedying historical injustices and
strengthening solidarity at community, national and
global levels. New eco-social contracts can be guided
by a vision that aims to make social contracts more
inclusive, just and sustainable by applying seven
principles: human rights for all; progressive fiscal

contracts; transformed economies and societies; a
contract for nature; historical injustices addressed;
gender justice; and solidarity.
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ONE

The twentieth-century social contract, while
delivering social progress and greater well-
being for many, left many behind and ignored
planetary boundaries. A new eco-social
contract for the twenty-first century needs to
be fully inclusive and grapple with historical
injustices such as colonialism and slavery as
well as contemporary challenges, while shifting
and restructuring economies and societies

to halt climate change and environmental

destruction.
[ JeJele)

TWO

There is not one social contract, but

many. As we move toward a new eco-social
contract there is much to learn from the
diversity of communitarian visions and
country experiences in all parts of the world.
Decolonizing knowledge is crucial for shifting

power asymmetries.
[e] Jele]

Existing social contracts have often been
renegotiated in times of crisis and at critical
junctures, opening a window of opportunity to
build better futures. There is, however, a risk
of backsliding through elite-driven and populist
bargains and a backlash against equity and
human rights.

A new eco-social contract should be created
through deliberative processes at local,
national, regional and global levels, in
different sectors and with different sets of
stakeholders. To arrive at a shared, equitable
vision and transform it into tangible results, we

need normative, regulatory and policy changes
and concrete objectives, commitments and
accountability mechanisms tailored to local

contexts.

A new development model
for social, economic and
environmental justice

If we want to harness crisis as an opportunity for
change, the time to act is now. A new development
model is needed that promotes social, economic
and environmental justice, reduces inequality and
addresses economic, social, environmental and
political crisis drivers. We propose a model that
is grounded in an integrated approach consisting
of three pillars that are mutually reinforcing (see
figure .5): alternative economic approaches
that centre environmental and social justice and
rebalance state-market-society-nature relations,
transformative social policies underpinned by a fair
fiscal contract, and reimagined multilateralism and
strengthened solidarities.

Alternative economic approaches need to overcome
the key contradictions laid out in this report: the
exploitation of people and planet and growing
inequalities that erode the social contract. They also
have to provide a counter-narrative to the belief that
free markets and the private sector on their own can
deliver sustainable growth and development.”**> And
they need to put key relationships on a new footing—
those between states and markets, between different
market actors and along global value chains, and
locally between markets and communities.

Different actors, including governments, trade
unions and organizations, are
proposing a Green New Deal, which will require
international cooperation and a rethinking of
multilateral institutions to ensure the rules work
to promote social, economic and environmental
justice, while guaranteeing it is also a good deal
for the global South.” Civil society and climate
justice organizations in particular often propose
just transition projects and plans that envision
fundamentally different futures, are rooted in
solidarity economy thinking and tackle different
dimensions of existing injustices and inequalities
intersectionally.””® Business actors are increasingly
active in seeking ways to incorporate environmental,
social and governance concerns into their operations,
and new approaches to corporate sustainability
reporting as proposed by UNRISD are a step toward
measuring progress toward sustainable development
more effectively while providing incentives to apply
more transformative approaches.”® Overarching
economic policy concerns are related to the

international



Figure 0.5 A new development model for social, economic and environmental justice

. 7 Principles for building a new eco-social contract
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question of how to best create an economy that is
stable, sustainable and dynamic, creates decent
and productive employment, and is conducive
to innovations and technological progress that
help to tackle the big challenges of our time while
minimizing incentives for negative behaviours such as
greed and corruption. The current economic policy
environment tends to favour powerful economic
actors such as multinational corporations and big
business to the detriment of smaller entities, some of
which are operating based on greater environmental
sustainability and democratic governance. The state
role has often been reduced to fixing so-called market
failures and providing an enabling environment for
investors.'”” In the context of globalization this has
often meant the liberalization and deregulation
of the market, monetary stabilization policies and
socializing investment risks of for-profit enterprises,
which allows them to rake in huge profits without
paying the costs related to their operations.””® To
make our economies more inclusive, sustainable and
productive, it is imperative to rethink and retrofit
the role of the state in economic development.'’
This would involve changing relations between
states and markets, better governance of global value
chains and new relationships between market actors
and communities, embedding economic activities
back into social and territorial contexts that are
more conducive to inclusiveness, human rights and
sustainability.

Social and Solidarity Economy (SSE) is an alter-
native economic approach that can meet these
requirements. By institutionalizing collective action
and re-embedding the economy into society and
promoting forms of production, exchange and
consumption that protect both people and the
planet, it aims to realize emancipatory purposes
within economic spheres and the wider political
economy.'® By facilitating environmentally and
socially sustainable production, exchange and con-
sumption, SSE recentres the commons and strikes a
new equilibrium between the economy and society
to ensure that everyone has what they need to live
well, the essence of a new eco-social contract."! As
this report shows, appropriate legal frameworks
and public policies are critical to promote SSE and
maximize its potential of making economies and
societies more sustainable (see box O.4).

Transformative social policy and a fair fiscal contract
play a key role in shifting the current development
model toward social and climate justice."? They are

at the core of a new eco-social contract, benefiting
the economy and society, strengthening social
cohesion and trust, and providing legitimacy and
credibility to governments. Institutionalized, long-
term, universal and human rights-based approaches
to social protection, which empower all segments
of society to play a role in the development of their
communities, are key to reducing inequalities and
building resilience in the face of future shocks
and crises."”> Transformative social policies have a
particular role in redistributing unpaid care work
in society and supporting social reproduction, tying
together the spheres that have been separated and
which led us into the current crisis scenario. Social
policy is also highly important for stabilizing the
economy through so-called automatic stabilizers
(when the economy contracts in a downturn, tax
receipts decrease and transfer payments increase, and
vice versa during booms), for production through
investing in a healthy and educated workforce, and
in terms of redistributing market income to increase
equality, with positive impacts on growth and
poverty reduction.'** Social insurance and assistance
programmes protect people against lifecycle and
market risks and are key instruments to cushion
the impacts of crises, shocks and humanitarian
emergencies.,'®

The Self-Employed Women’s
Association’s (SEWA)
experience of organizing
informal-sector women workers
for over five decades in India
has shown that, to address
the multiple challenges these
workers are facing, there is

a need to strengthen their
collective agency, bargaining
power and leadership to help
them fight against unjust
working conditions and bring
them voice, visibility and
validity as workers.

— Reema Nanavaty

Director, Economic and Rural Development,

Self-Employed Women’s Association (SEWA)
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Box 0.4 Promoting SSE through public policies: Guidelines for local governments—Dakar

In Senegal, SSE has been promoted as a response to a growth context that failed to trickle down to provide broader social
development gains. The Senegalese economy has been growing at an average annual growth rate of more than 6 percent
in recent years (2016-2019), driven mainly by domestic demand, fueled by public spending and household income growth,
including remittances from Senegalese workers abroad. Despite economic growth, unemployment and underemployment
rates reached 16.9 percent and 27.7 percent respectively in 2019, with rates being higher in rural areas and for women.

In 2019, the unemployment rates for women and men were 27.6 percent and 8.6 percent respectively. The majority of
Senegalese citizens do not think they share the benefits of economic growth, and poverty is entrenched.

SSE has played a key role in addressing this situation, most notably in the form of housing cooperatives and health
mutuals. In the context of rising costs of housing, the cooperative option has become an alternative for people who want to
own a house. In the Dakar region, more than 600 housing cooperatives have been established. In addition, more than 100
health mutuals have been set up since 2012. They provide health insurance, filling the large gap in public health provision,
and contribute to the improvement of health conditions of the population in both urban and rural areas.

Responding to the growth of the SSE sector and its benefits, the Senegalese government established SSE as a priority
sector within the framework of the Emerging Senegal Plan, placing it as the second most important among five major
initiatives. The government decided to promote and develop the SSE sector, noting that the productive and redistributive
function of SSE can help disadvantaged and marginalized people share in the benefits of economic growth and
consequently strengthen democratic society.

In June 2021, the Senegalese national parliament passed the SSE Framework Law, which introduced the official definitions
of the terms used in the SSE sector, special taxes for the sector and the creation of a National SSE Council to promote SSE
throughout the country. RACTES (Réseau des Acteurs et Collectivités de 'ESS—Network of SSE Actors and Communities)
played a significant role in providing inputs to the lawmakers and lobbying to pass the SSE Framework Law. In particular, its
recommendations on policies to promote SSE, drawn from UNRISD’s research on “Public Policies for Social and Solidarity
Economy: The Experience of the City of Dakar” and “Guidelines for Local Governments on Policies for Social and Solidarity
Economy,”® have been adopted as Chapter IV. Mésures d’accompagnement et de promotion de I'ESS (SSE support and
promotion measures) of the SSE Framework Law.

2 Diop and Samb 2021; ° Jenkins et al. 2021.

Sources: Diop and Samb 2021; RTES 2021

There is a need to reinvent ideas around care and
care ethics and how care work and care services
are valued in market and non-market spheres.!*®
Care needs to be at the centre of a new economic
and social model. Global trends such as ageing
and the Covid-19 pandemic have demonstrated
that we are at a tipping point of a care crisis. To
curb this development, we need publicly funded
(universal) care services, including health care, and
we need to improve the working conditions of care
workers, including domestic workers, while creating
a supportive context for unpaid caregivers through
policies that increase access to social services and
social protection and facilitate the combination of

paid and unpaid work, for example, through labour
market regulation and parental leave policies.'¥
Reforming the care economy and our approach to
care is an essential step toward a new gender contract

grounded in justice.

Transformative social policies, as opposed to
residual or targeted social policies, are based on
institutionalized rights and provide
coverage for all across the life course, for example,
universal child benefits and social pensions,*
social inclusion policies,'* extension of coverage of

social protection toward informal and self-employed
151

universal

workers,"”° basic income guarantees’ and minimum
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The achievement of proposals

[to democratize vaccine access]

is held back by constraints that
are mainly political, reflecting

the significant lobbying power

that large corporations have

with states across the world.

But such constraints are binding
only if citizens do not apply
sufficient counterpressure on their
governments. This is necessary not
only to ensure the vaccine equity
that is essential to deal with the
Covid-19 pandemic, but also to
achieve the international solidarity
that is a minimum requirement

for humanity to address other
existential threats such as that
posed by climate change.

— Jayati Ghosh

Professor, University of
Massachusetts Amherst

wage policies.””? They include essential social services
such as health and education as well as labour
market policies promoting productive employment
and decent work, while also expanding workers’
capabilities to flourish in their professional life and
foster their capacities to adapt to changing economic
environments."”® If well designed and implemented,
they can address intersectional inequalities, social
exclusion and stratification while creating a stronger
sense of citizenship and solidarity.”®* Supporting
marginalized and vulnerable groups can be achieved
through affirmative action, awareness raising and
education, and measures to minimize discrimination
and bias in policy implementation.””” Integrated
approaches with a potential for creating synergies
between social policies and service delivery are of
particular importance, for example, integrated care
systems,®
goals, for example, eco-social policies.

and between social and environmental
157
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Social policies need to be financed through a fair
fiscal contract,'”® guaranteeing both the sustainability
of financing and the reduction of inequalities and
negative social impacts.”® Taxation has the highest
potential of contributing to demand growth,
economic stability and greater equality when it targets
high incomes, excessive windfall profits and related
wealth accumulation and speculative activities'®
while providing incentives for sustainable production
and consumption.'®' Successful fiscal bargains at the
national level require bringing economic elites back
into the social contract. Reforms at the global level
should foster global redistribution and sustainable
access to finance, reduce external debt in the global
South and curb financialization, tax competition
and evasion and capital flight.!?

In a deeply integrated world where transnational
issues are becoming more and more important,
national policy reforms will only take us so far.
The third pillar of a new development model for
social and climate justice is a reformed global
governance system, grounded in reimagined multi-
lateralism and  strengthened solidarities, recognizing
the interdependencies of all people and between
humans and nature.'”® This global regime should
create an enabling environment for security, peace,
human rights and sustainable development, and seek
to overcome the fractures and inequalities that are
dividing us. Reining in neoliberal hyperglobalization
and addressing global power asymmetries requires
strengthening rules and regulations that would re-
embed the global economy into social and ecological
norms, increasing the weight of the global South
in international relations and the global economy,
empowering civil society’s voice and impact in
multilateralism, and fostering solidarity and new
values. This new development model must be
underpinned by a transformative policy platform
that aims to reduce inequalities (see figure O.5).1%4

In sum, creating an economy and society that cares
and thrives requires us to rethink priorities, move
away from an exclusive focus on growth and profits,
and change institutions, policies and behaviours
that negatively impact our economy, environment
and social relations, at national and global levels.

The key question is then how to arrive at the
political support and financial means to put these
suggestions into practice. Alliance building is



essential to effectively harness the power of the
many to rein in the influence of the few and to
rebalance existing power structures. Such alliances
take very different forms today than they did in the
past, adapting and changing in the face of evolving
economic systems, shifting identities, new forms of
politics and communications, new conceptions of
class, a transformed world of work and reimagined
notions of family and community. For example,
forms of collective resistance are emerging among
digital workers, who are making use of social
media to organize strikes and protests and establish
unions or alliances, as well as mobilizing legal
mechanisms to lobby for their rights.'®> New forms
of collaboration are emerging among marginalized
groups as they apply various strategies to adapt to
rapidly changing environments while stabilizing
their livelihoods. They develop innovative strategies
to increase their capital base for investments, such as
in the case of fishers in Tamil Nadu,'®® or co-produce
social services as a way to change their relations with
state and market providers, for example, in the case
of informal workers in India and Thailand.'"” They
build networks of different types of actors, such
as between domestic workers and housewives in
Uruguay, to mobilize for labour rights and gender
equality.® Alliances between trade unions and

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _
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other workers’ associations have increased minimum
wages, improved occupational safety and health, and
made advances in other forms of labour legislation
through the use of social dialogue mechanisms and
the constructive contribution of experts.'®’

UNRISD research has shown that a combination
of progressive leadership inspired by the common
good and public interest and grassroots pressure
from below, by protesting citizens, progressive social
movements and civil society organizations, supported
by multilateral organizations and frameworks,
can go a long way toward more sustainable and
inclusive development approaches.'™® Learning from
successful past experiences in fighting inequality and
which policies and political strategies have worked
provides lessons for future struggles.™ It is only
through this form of collective learning and acting
that we will be able to both identify the strategies
and summon the strength needed to support the
necessary eco-social turn, and build a new eco-social
contract. Such a contract must be based on a new
sustainable development model that is not only
more resilient toward crisis, but also much more
inclusive, egalitarian and in harmony with our
planet than previous ones.
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ONE

We need a new development model for
social and climate justice. Implementing
the vision of a new eco-social contract will
require an integrated approach consisting

of three pillars that are mutually reinforcing:
alternative economic approaches that

centre environmental and social justice and
rebalance relations between the state, society,
markets and nature; transformative social
policies financed by a fair fiscal contract; and
strengthened multilateralism and solidarities.

®0000

TWO

Alternative economic approaches—such as
Social and Solidarity Economy, progressive
proposals for a Green New Deal and just
transition strategies—hold the promise to

make our economies more sustainable and

equitable. To achieve this transformation,
states need to play an active developmental

role and expand their policy space, particularly
in the global South.

O®000

Transformative social policies are key tenets
of a new eco-social contract. They include
universal social protection and social services,
integrated care systems and labour market
policies fostering decent work and productive
employment. They need to be based on a fair
fiscal compact where rich people pay relatively
more than poor people while promoting
innovative financing instruments that support

the transition to sustainability.

(e]e] lele)

Progress toward transformation at

regional, national and local levels can

be strengthened through a reimagined
multilateral system and solidarities.
International reform and regulation to support
transformative change is needed in multiple
areas: curbing tax competition and evasion;
improving social and environmental standards
along global value chains; reversing the
concentration of economic and political power
of the global business elite; and strengthening
global redistribution and cooperation. Power
asymmetries in multilateralism need to be
rebalanced by empowering the global South

and civil society actors.
[e]e]e] Je)

FIVE

Transformative change can be supported
by a new narrative, one that abandons the
myths of self-correcting markets, endlessly

renewable natural resources and “trickle-

down” development. Such an approach must
address structural crisis drivers, entrenched
inequalities and internal contradictions
associated with neoliberal hyperglobalization.
Progressive leaders, active citizens and social
movements need to join forces to achieve

a truly inclusive vision of climate and social

justice.
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@ CHAPTER 1

Overcoming
Inequalities In

Times of Crisis:
Toward a New Eco-Social
Contract - Introduction

The world has entered the decade of action of
the 2030 Agenda for Sustainable Development
in a state of fracture, confronted with severe
crises and unraveling social contracts. The
failure of the global economic model to account
for the natural boundaries of the planet has

led to environmental destruction and human
precarity. And despite considerable advances

in human development for more than half a
century, progress has been uneven and volatile,
while past gains have been partially reversed
as a result of the Covid-19 crisis. Inequality

has been both a root cause and an amplifier of
multiple crises—economic, social, political and
ecological. The age of neoliberal globalization
and related policy choices are at the heart of
the present challenges, having prepared the
way for the current model of unsustainable
hyperglobalization, which creates an

inescapable gravity toward inequality and crises.

Deep fractures run through our societies and
economies, manifesting in inequalities, social

exclusion, polarization and conflict. The set of
aspirations, norms and institutions commonly
referred to as the social contract have been
hollowed out by market fundamentalism and
increasingly fail both people and the planet. Key
global trends, presenting both opportunities
and challenges, have shaped inequalities

and challenged social contracts over the

last decades: globalization, technological
change, migration, ageing, urbanization and
shifting global power structures. To overcome
inequalities, address multiple crises and
harness the opportunities of a changing global
context, we need a new eco-social contract
that unites people in the fight for social

and environmental justice and sustainable
development.
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1. Overcoming Inequalities in
Times of Crisis: Why We Need a
New Eco-Social Contract

1.1 Entering the decade of action:
A challenging context for achieving
the Sustainable Development Goals

There is perhaps no more telling example of
the way in which our current world order is bent
toward injustice than the Covid-19 pandemic,
simultaneously so universal and experienced so
differently from person to person and place to
place. The period since the virus was first detected
in early 2020 has been marked by extensive loss of
life, severe economic downturn, the rolling back
of many human development indicators and an
overall increase in poverty. Yet, at the same time,
it also brought significant gains for a very small
group of people, as wealth concentration at the top
has intensified since the pandemic began. Such an
extreme increase in human suffering matched by an
equally extreme increase in profit and privilege has
been the unfortunate refrain running through the
history of recent crises, growing louder with each
passing year. With a central focus on inequality, this
report starts from the premise that a system in which
a global health crisis can double the wealth of the 10
richest men in the world! while sending more than
120 million people into extreme poverty’ signals a
broken social contract, leaving behind far too many
people and failing to protect our planet.

Only seven years ago the world seemed to
be set on a more hopeful path. In 2015, the
international development community agreed on
an ambitious agenda to “transform our world,”
with an unprecedented broad and transformative
development vision enshrined in the 2030 Agenda
for Sustainable Development.” Unlike the era of
the Millennium Development Goals, the new
agenda included an explicit commitment to reduce
inequalities within and between countries, as
stipulated in Sustainable Development Goal (SDG)
10. With only eight years remaining to make this
ambition reality, the context for achieving the vision
of Agenda 2030 has never been more daunting
because of a number of urgent challenges. These
include disparate progress in reducing poverty; high
and rising levels of wealth and income inequality; the
persistence of other multidimensional inequalities,

including gendered forms; the climate crisis and
environmental destruction; insecurity and conflict;
migration and forced displacement; precarious work;
and accelerating demographic and technological
change—all of which challenge the capacity of policy
makers to steer the course of development to the
benefit of all people and our planet.

The current sense of crisis and insecurity contrasts
with considerable development gains throughout the
world since the second half of the twentieth century,
including expansion in human development for the
majorityoftheearth’s people, reduced poverty, greater
longevity, advances in gender equality, progress in
reducing various forms of discrimination, enhanced
capabilities and widespread access to technology,
for example.* The reasons for the sense of crisis and
insecurity are threefold: for one, development has
been skewed, benefiting people unequally and even
pushing some further behind. Second, the world
has become more volatile and unpredictable for
many (as will be explored in chapter 2), presenting
new risks and shocks, including economic, health
and environmental ones that threaten lives and
livelihoods. Thirdly, some challenges, such as
climate change and environmental destruction,
have evolved in parallel, or even as a consequence
of, socioeconomic progress, without prompting the
necessary political will and policy responses needed
to address them.

The unprecedented concentration of wealth and
income among individuals, groups and corporations
is a defining feature of the present moment,” one
marked by interconnected and compounding crises
which can be understood as endogenous to the
current economic system (chapter 2). In the past
three decades, the top 1 percent of humanity has
captured nearly 20 times the amount of wealth as
the bottom 50 percent.® The share of global income
earned by workers has declined from 53.7 percent
in 2004 to 51.4 percent in 2017, while the share of
capital income has increased from 46.3 percent to
48.6 percent.” Public wealth has been depleted while
private wealth has grown unceasingly, in particular
in countries like France, Germany, Spain and Italy.?
More than two thirds of the world population live in
a country where inequality has grown.” This wealth
and income concentration at the top is both a result
and a driver of elite power. Elite capture of political
processes and institutions is halting possibilities for
changeatevery turn,® while multinational companies



are further concentrating wealth and power, often
aided by rapidly evolving technology that creates new
divides both within and between countries.!" On the
other side of the spectrum, countervailing powers
such as trade unions and the extent to which they
can engage in centralized collective bargaining have
been weakened in a number of countries as a result
of unemployment, informalization, privatization,
sectoral shifts, international labour migration and
the rise of non-standard forms of work.!?

As inequality continues to increase within and
among countries (despite some convergence at the
global level largely driven by China) as a result of
neoliberal policies and recent crises, vulnerable
groups are being especially hard hit (see chapter
3).” Race, ethnicity, caste, citizenship status, gender
identity, sexual orientation, age and a number
of other factors continue to play a crucial role
in determining people’s capabilities and social
outcomes. For example, young workers, those
aged between 15 and 24, are twice as likely to live
in extreme poverty than adult workers. Rural areas
are home to 85 percent of people without access
to electricity, which impacts outcomes related to
education, health and prosperity.'*

Meanwhile, national politics in several countries
have swung toward nationalism, isolationism
and xenophobia, pitting nations, ethnicities and
religions against each other. Political extremism,
in particular rightwing extremism, has taken hold
across the globe, gaining prominent footholds in
political institutions and spearheading a backlash
against egalitarian and human rights discourses and
movements (see chapter 2)."” Such trends are setting
back gains in gender equality, racial justice and
LGBTIQ+ rights to name a few and even inciting
renewed violence

marginalized groups.

and discrimination toward

A chronic gap in public finance, aggravated by the
cyclical recurrence of austerity policies in response
to economic crises, are undermining already
fragmented and insufficient protection
systems and public provision, mainly as a result
of privatization, commercialization or costsaving
measures in health, education or social protection
schemes. This retrenchment of the state and public
expenditure leaves more and more people vulnerable
to the ravages of markets and life course risks.'®

social
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The impact of increasing
inequalities tends to
negatively affect those who
are already marginalized or
discriminated against.

The climate crisis and biodiversity loss are destroying
ecosystems, changing the face of our planet,?
rendering it ever more inhospitable, destroying
homes and lives, and disproportionately affecting
those already living at the margins. The period 2010-
2019 was the warmest decade on record, bringing
with it destructive wildfires, hurricanes, droughts
and other climate-related disasters, increasing
poverty and hunger'® and displacing millions, with
2020 seeing 30.7 million new displacements due to
disasters.'” According to the Emission Gap Report,*
the world is still heading for a steep temperature
rise in excess of 3°C this century, far beyond the
Paris Agreement goals of limiting global warming to
well below 2°C and pursuing 1.5°C. Responsibility
for emissions is highly skewed: the world’s richest
1 percent emit more than twice as much CO, as
the poorest 50 percent of the world’s population.?
Economic incentives at all levels—global, country,
firm and individual—are focused on extracting
maximum value from economic processes rather
than investing in strengthening systems that are
resilient and sustainable in economic and social
terms.

Unsustainable  consumption and  production
patterns, mainly driven by a small group of
industrialized countries, have led to a depletion
of natural resources, pollution and environmental
deterioration.”” Research shows that deforestation
and threats to biodiversity associated with the
dominance of supply chain production increase
the likelihood of future epidemics.”> According to
the Dasgupta Review (Dasgupta 2021), global assets
have not been managed sustainably. Estimates show
that between 1992 and 2014, produced capital per
person doubled and human capital per person
increased by about 13 percent globally, but the stock
of natural capital per person declined by nearly
40 percent. Such growth, which furthermore was
unevenly distributed across countries and people,
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The damage wrought

by Covid-19, HIV and
other pandemics is not
the result of the viruses
alone, but of how they
make space in, and
expand, the fissures of
our unequal society.

—Winnie Byanyima
Executive Director, UNAIDS
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has come at a devastating cost to nature and to the
opportunities for future generations. The report
estimates that the resources of 1.6 earths would
be required to maintain the world’s current living
standards.?*

The Covid-19 pandemic has added to this list of
troubles, exacerbating the corrosive effects of the
current system and the inequality it has wrought.”’
For the first time since the 1990s, absolute poverty
rates are on the rise and the impacts of Covid-19
are expected to set back progress toward ending
extreme poverty by at least three years. In 2020,
Covid-19 pushed up to 124 million more people
into extreme poverty.”® The number of persons
suffering from hunger and food insecurity is also on
the rise, a process that started before the outbreak
of the pandemic, driven by agrarian stagnation and
the fallout of the financial, energy and food crises
of 2007/2008, and is now accelerating. Almost
690 million people were undernourished in 2019,
up by nearly 60 million from 2014. About two
billion people were affected by moderate or severe
food insecurity in 2019, and the estimated figure
for chronic hunger in 2020 rose by more than 130
million people as a result of Covid-19.%

The result of these multiple challenges is a world in
a state of fracture, and at the heart of it is inequality.
Inequality describes a relationship between the

haves and the havenots, the included and the
excluded. It manifests vertically (inequality among
individuals), as the gap between the rich and the
rest grows wider every day, as well as horizontally
(inequality among groups), as people’s capabilities
and life chances are deeply affected by characteristics
such as gender, age, religion, sexual orientation,
gender identity, citizenship status, race, ethnicity
and much more.?® There is also a third way in which
inequality operates, and that is at the intersection of
vertical and horizontal inequality, the combination
of income and group-based discrimination: poverty
undermines people’s participation, well-being and
enjoyment of rights and exacerbates other forms of
disadvantage related to marginalized groups.”

Unequal power relations, driven by economic
dominance, lead to different types of exclusion:
unequal power is manifested in the home, the
community, the workplace and national and
international governance, underpinned by social
norms that attach value and visibility to some
groups and activities while devaluing others and
rendering them invisible.’® The impact of increasing
inequalities tends to negatively affect those who
are already marginalized or discriminated against,
particularly children and women living in poverty,
people with disabilities, older persons, refugees and
migrants, Indigenous peoples and people in other
minority groups.

These cleavages have eroded social cohesion, citizen-
ship practices and trust in public institutions,
leaving deep fault lines that manifest economically,
politically, socially and spatially. Consequently,
many governments lack the will or capacity to
foster inclusive development and to protect the
well-being and rights of their citizens, while some
turn toward exclusionary policies and “othering” to
consolidate their political base, resulting in divisive
political polarization.’® As the power of economic
and political elites grows and societal gaps widen,
institutions representing the public good and univer-
sal values are increasingly disempowered or co-opted,
and visions of social justice and equity are sidelined.
This reality contrasts with the normative vision of a
social contract that considers all persons as equals,
holds decision makers and individuals to account
for respecting an agreed social order and promotes
social justice (see box 1.1 and see chapter 4).



Box 1.1 The social contract:
The origins of the idea

The social contract idea goes back to fundamental
questions of political philosophy, reflected, among
others, in Islamic, African and Indigenous communitarian
thinking. It is, however, most often associated with post-
war European welfare states as well as Enlightenment
philosophy as represented by Thomas Hobbes, John
Locke, Jean-Jacques Rousseau and Immanuel Kant,
deliberating about political authority, state legitimacy
and social order. The moral and political obligations that
free individuals accept voluntarily among themselves
and vis-a-vis their government in order to escape the
state of nature were described as a social contract. An
influential contemporary representative is John Rawls,
arguing in his Theory of Justice (1971) that citizens
who, under a “veil of ignorance,” do not know about
their position in society would agree to basic standards
of freedom and equality to guarantee a level playing
field for all. Scholars distinguish between the social or
rights-based variant of social contract theory associated
with Rousseau and Rawls, and liberal or interest-based
contracts going back to Hobbes and Locke,with the
former moving beyond concerns of creating social

order toward actively promoting social justice.? Real-
world social contracts rarely lived up to theoretical

or normative standards, for example, by excluding

large parts of the population (such as women, slaves

or persons without property) from decision-making
processes shaping social contracts or failing to grant
equal rights and opportunities.”

@Hickey 2011; ® UNRISD 2021.

1.2 Inequality: Why and when
is it a problem?

Empirical evidence shows that inequality along
all dimensions is highly detrimental for our
societies and economies in every part of the world,
undermining economic development, well-being
and health, democracy and participation, as well as
social, environmental and economic sustainability.*
The Covid-19 crisis has demonstrated that the
combination of inequality and a pandemic has
deadly consequences beyond those of the virus itself
(see Spotlight by Winnie Byanyima).” A highly un-
equal world is ill-prepared to address a global health
crisis efficiently and equitably, amplifying divides
and leaving it unable to contain the disease and to
shield the most vulnerable from its adverse impacts.
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Whether societies consider inequality to be a problem
depends not only on the level, type and evolution of
inequality but also on other factors, for example, to
what extent prevailing ideologies and social norms
legitimize inequalities or whether the distribution
of opportunities is seen as fair, allowing for social
mobility.** It is often claimed that ensuring equality
in opportunity is more feasible and legitimate than
equality of outcome.”” Addressing inequality of
opportunity tends to be the preferred approach
of liberal or libertarian political forces, who shy
away from greater income distribution activities
by the state (see box 1.2). However, achieving
equality of opportunity in practice is difficult given
historic injustices leading to and compounding
inequalities in opportunities afforded by one’s
place of birth, individual and family-related assets,
and endowments or social networks. Therefore, in
order to guarantee a dignified life for all in line with
human rights conventions, the state must assume
responsibilities to ensure a basic level of social
outcomes by guaranteeing a minimum income or a
social protection floor for all, alongside investments
that level the playing field, for example, in public
health, education and other basic services.

Some inequality in outcomes can be considered
unavoidable due to variations in ability, talent,
initiative and fortune, which make them compatible
with prevailing notions of justice. However,
current inequalities and disparities enjoy little such
legitimacy.’® At least three factors indicate when
inequalities become an issue of economic and social
justice and fairness® (see box 1.2 and chapter 4): first,
when inequality is the result of discrimination and
systematic disadvantage such as fewer opportunities,
lack of access to essential services, basic living
standards, decent work or meaningful participation
in public life, which often relates to group-based
inequalities that are legacies of historical injustices;
second, when inequalities are growing at rapid rates,
leading to power concentration on the one hand and
disempowerment on the other, creating multiple
fractures and biases in our political and economic
systems that undermine societal progress; and third,
when social discontent and perceptions of unfairness
are expressed in mounting (violent) protest, political
radicalization and “othering,”*® which erodes social
cohesion, solidarity and democracy, the foundations
of a progressive social contract.
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Box 1.2 Approaching inequality from a justice perspective

Approaching inequality from a justice perspective requires some considerations about key concepts and questions in the
debate, for example, what the difference is between justice, fairness, equality and equity; what can be considered a just
society, just institutions or procedures; and how they can be advanced. Inequality can be related to a range of root causes
and is not per se associated with injustice. It can turn into a justice issue under certain conditions, for example, when it
deprives persons of basic capabilities and life chances.

While fairness implies equal and impartial treatment of every person without bias, justice approaches can imply unequal
treatment in line with agreed rules and moral standards, for example, policies for older people or persons living with
disabilities to enhance their capabilities, or affirmative action to enhance gender or racial justice. Equity is often used as a
synonym for justice or fairness. There is a certain ambiguity between the terms justice, equity and fairness, as definitions
vary and overlap, in particular in daily use.? In popular discourse, fairness is often used when referring to subjective
perceptions, whether a person considers an action toward herself or others or an outcome as fair. It is an imagining of what
is considered just (the term is often used in opinion surveys), not necessarily tied to a predefined theoretical approach,
legal framework or institutional accountability mechanism. Promoting justice or addressing injustice, in contrast, requires
some previous public reasoning and formulation of what exactly is considered just or unjust, so that public institutions can
administer conflicting claims and assign rewards and punishments. Justice has multiple dimensions and can be understood
as distributive justice (a fair share for everyone), procedural justice (unbiased processes) and restorative or reparative
justice (healing wounds and repairing harm done).

Notions of justice vary according to different ideologies and world views. It is important to be transparent about the
normative foundations that underpin public policies in different contexts. This is even more necessary when existing social
contracts are contested and new ones are proposed, which might be based on different value concepts. Among different
theoretical approaches, four justice concepts have received particular attention.” Liberal egalitarianism is grounded in

a notion of justice as fairness® in the sense that all citizens are treated equally by the state in terms of rights and duties
and enjoy equal opportunities to live the life of their choice regardless of original position and status. It implies that the
most disadvantaged should be supported through public welfare institutions. This approach is extended from the national
level to the global level in cosmopolitan theories, where the justice question is how to fairly distribute benefits and costs

in a globalized world. Mechanisms to advance global justice are global institutions and policies for redistribution such as
international taxation.® The capabilities approach' evaluates institutions based on their impact on the capabilities people
have to live a dignified life of their choice. It focuses on ends (capabilities) rather than on means (for example income),

as people have different abilities to convert resources into achievements based on personal characteristics and context.
The libertarian approach® sees differences in income and wealth as legitimate if gained by lawful activities. If this is the
case, redistribution is considered unjust and the role of government should be limited to protecting liberty, private property
and the enforcement of contracts. Finally, different strands associated with critical theory (for example Marxist/neo-
Marxist, feminist or post-modern approaches) focus on human emancipation from structural injustices and oppression, for
example, based on class, race or gender. Addressing structural injustices in this approach requires a multi-tiered strategy of
strengthening recognition, representation and redistribution (also called the triple-R framework, now expanded to the 5-R
framework with the addition of reducing unpaid work and rewarding care workers)" to address injustices and promote the
political agency of subaltern groups.'

@ Biermann and Kalfagianni 2020;  Biermann and Kalfagianni 2020; ¢ Rawls 1971; ¢ Beitz 2005; ¢ Pogge 1989;  Sen 1992, 2009;
& Nozick 1974; " ILO 2018; ' Fraser 1998, 2008.
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Inequality is not destiny
but is largely the result of
political and policy choices.
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1.3 The objectives of the report

This report provides evidence on the unprece-
dented rise in economic inequalities and the
entrenched nature and reproduction of social and
political inequalities we have witnessed since the
1980s and how they have led to and been amplified
by multiple crises in a vicious cycle. It explores the
root causes of this development, which we argue
are mainly related to policy choices supported
by powerful elites, and provides examples of
the societal consequences, from adverse impacts
on social outcomes and the environment,
to disparities in economic development, to
discontent, protest and an unraveling of social
contracts.

Inequality has been both a root cause and an
amplifier of multiple crises—economic, social,
political and ecological. To understand how
we got to this moment, the report will analyse
how the age of neoliberal globalization and
related policy choices are at the heart of present
challenges, having paved the way for the current
model of unsustainable hyperglobalization (see
box 1.5), which creates an inescapable gravity
toward inequality and crises. It reveals how deep
fractures run through societies and economies,
manifesting in inequalities, segregation and
polarization, conflict and social exclusion, and
what their root causes are; and it explores how
social contracts can be reformed to overcome
current challenges and protect people and the
planet (box 1.1; chapters 4 and 5).

The report explores both vertical and horizontal
inequalities and their intersections, as well
as the power relations underpinning them.
Through the lens of crises, the report combines
structural analysis and case studies to expose the
way in which inequalities and the policies and
institutions (re-)producing them pose the greatest
barriers to achieving a sustainable, inclusive
and just future. It then explores ways to combat
inequalities at different levels and through
a combination of top-down and bottom-up
approaches. Taking an intersectional approach,
the report will unpack cumulative disadvantage,
using an intergenerational and life course
perspective to connect past, present and future,
and political economy analysis to shed light on
power asymmetries and their consequences for
equality and social justice outcomes (box 1.3;
chapter 3).
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Box 1.3 Useful concepts: A multidimensional
approach to inequality and power

Responses to inequality need to address economic, social

and political disadvantage and discrimination, which is
deemed unjust and not compatible with norms of equity,
human rights and social justice. To understand the drivers and
consequences of inequalities, we must pay specific attention
to intersecting inequalities and their compounded effects.
Vertical inequality ranks individuals according to their relative
position in the income and wealth distribution, as measured,
for example, by the Gini coefficient. Horizontal inequality refers
to social groups as a measure of differentiation,® for example,
along lines of age, gender, sex, ethnicity, race, religion,
disability or geographical location, establishing patterns

of exclusion and segmentation.” In sociology and social
sciences, both vertical inequality and horizontal inequalities
are associated with class, status, power and hierarchy,
emphasizing the relational character of inequalities.©

Income inequality and inequality related to group identity,
when intersecting, reinforce each other.? Poverty often
exacerbates the structural violence and discrimination
already suffered by individuals who belong to one or more
marginalized categories. Overlapping privilege is the other
side of the coin, allowing us to explore how a small minority,
the top 1 percent or 0.1 percent of wealth owners and income
earners, accumulate disproportionate levels of resources and
power.

Further conceptual entry points are an intergenerational
perspective that factors in demographic change and climate
change,® and a life course approach showing that inequalities
tend to increase over a person’s life if no action is taken to
reverse them." A political economy lens is applied for analysing
processes of contestation and bargaining, focusing on key
actors and relationships, power asymmetries, and institutions
and norms that reproduce and reinforce inequalities.é

In terms of methodological approaches, the report combines
an interdisciplinary problem analysis of the drivers and
impacts of inequalities and crises with empirical case
studies of positive examples of policies that have addressed
inequalities and led to transformative outcomes, those that
reflect structural and long-term improvements in economic,
social, environmental and political domains."

@ Stewart 2013; ® Therborn 2010; ¢ Bourdieu 1979; Foucault
1976; Spicker 2020; Weber 1922; ¢ Crenshaw 1991; Kabeer
2014; Stewart 2013; UNRISD 2010; ¢ Malhotra and Kabeer 2002;
Stewart 2020; UN 2002, 2003, 2013; f Cecchini et al. 2015; ISSA
2019; UN 2003; € see, for example, Amable et al. (2019) and
Folbre (2020); " UNRISD 2016.
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Building on the work of the 2016 UNRISD flagship
report, which proposed an “eco-social turn” as a way
forward, this report will take a closer look at how we
might propel such a turn by building a new contract
for social, economic and climate justice, an eco-
social contract, bringing together all stakeholders and
defining rights and obligations, promoting greater
equality and solidarity, building crisis resilience,
and ensuring legitimacy, credibility and buy-in for
radical transformations. Inequality is not destiny but
is largely the result of political and policy choices.
Multiple examples exist showing that inequalities can
be tackled if political will and citizen mobilization
come together to promote transformative change

(box 1.4).

By providing in-depth analysis of inequality in its
various forms, policy recommendations supported
by data and case studies, and principles and pathways
for building a new eco-social contract—all drawing
on empirical evidence and new conceptual thinking
developed by UNRISD and its international network
of scholars, activists and practitioners over the past
years—this report makes a key contribution to the
debate on how to address inequality, break the cycle
of multiple and interlocking crises, and work toward
a more equal, just and sustainable future.

The report explores ways to overcome inequality,
address multiple crises and build a new eco-social
contract by:

e  analysing how inequalities drive
economic, social, environmental and
political crises and how inequalities
are amplified as a result of crises,
undermining resilience and threatening
to undo past gains, as the Covid-19
pandemic revealed (chapter 2);

e  unpacking intersecting inequalities,
entrenched disadvantages related to
economic and social inequalities,
their impacts, and links to asymmetric
power structures and political
inequalities (chapter 3);

° scrutinizing varieties of social
contracts as well as critical junctures
when social contracts have been
renegotiated, examining current
stakeholder views in social contract
debates and presenting principles for
a new eco-social contract grounded in
social and climate justice (chapter 4);

e  presenting a new eco-social paradigm
for equality, equity and sustainability,
building on three pillars—alternative
economies, transformative social
policies, and renewed multilateralism
and solidarities—and based on an
integrated approach for social, climate
and gender justice (chapter 5).

Box 1.4 UNRISD’s definition
of transformative change

Transformative change involves changes in social
and economic structures and relations, including
overcoming patterns of stratification related to

class, gender, ethnicity, religion or location that

can lock people (including future generations)

into disadvantage and constrain their choices

and agency. It also means changing norms and
institutions, both formal and informal, that shape the
behaviour of people and organizations in the social,
economic, environmental and political spheres. The
achievement of desirable development outcomes
through just, participatory and democratic processes
is ultimately a political project, at the core of which
lies power configurations at household, local,
national, regional and global levels, which inevitably
involve a contestation of ideas and interests between
different groups and actors. Policy discourse that
highlights the goal of transformation often ignores
the deep-seated changes that are required in
regulation, and in economic, social and power
relations. Transformative change understood in this
way is therefore a long-term process, requiring both
individual agency and collective action by societies.
Its means and results would include visible and
measurable economic and political empowerment of
disadvantaged and vulnerable groups; greater gender
equality in all spheres; more equal redistribution of
income and wealth; active citizenship with greater
agency of civil society organizations and social
movements; changes in North-South power relations
and global governance institutions; empowerment

of small enterprises, rural producers and informal
workers; and an alternative economic model that
reverses the current hierarchies of norms and values,
putting social and environmental goals of equity and
sustainability above economic objectives of profit
maximization and efficiency.

Source: UNRISD 2016: ch. 1.



Our world is in a state of fracture, confronted
with severe crises, increasing inequalities
and unraveling social contracts. Now is

the time to act to secure our future and co-
construct a new eco-social contract that
delivers for people and planet.

Today’s extreme inequalities, environmental
destruction and vulnerability to crisis are not
a flaw in the system, but a feature of it. Only
large-scale systemic change can resolve this
dire situation.

Inequality has been a driver, amplifier and
consequence of multiple and overlapping
crises—economic, social, political and
ecological. The result is a vicious cycle
which is disrupting the basis for human life
on this planet and eroding prospects for a
dignified and peaceful life for all. Vulnerable
and marginalized groups, who face multiple
intersecting inequalities, are worst affected,
falling further behind. Elites, on the other
hand, can largely shield themselves from
adverse impacts of crises and often even
exploit crises for their own gain.

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

We can create pathways toward a new eco-
social contract based on a vision of justice,
equality and sustainability. To do this, we
need a new development model with three
key pillars: alternative economic approaches
that centre environmental and social justice
and rebalance state-market-society-nature
relations; transformative social policies based
on a fair fiscal compact; and reimagined
multilateralism and solidarities.

Those in power work to preserve and
perpetuate a system that benefits the few at
the expense of the many. Only if we rebalance
existing power structures and create new
alliances can we achieve transformative
change. Progressive political leaders,
inclusive coalitions, active citizens and social
movements need to come together to co-
create a new eco-social contract for climate
and social justice.
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This report makes a

key contribution to the
debate on how to address
inequality, break the

cycle of multiple and
interlocking crises, and
work toward a more equal,

just and sustainable future. |
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2. Long-Term Development
Trends: Opportunities,
Challenges and Implications for
Inequality

This report explores inequality in times of crisis,
understanding the various crises facing humanity
and the planet and the inequalities they compound
not as separate and distinct but as deeply interlinked
and constitutive of and constituted by a crisis of the
system, one that we have been building toward for
decades. This moment of crisis has not arrived in
a vacuum but has emerged in the wake of various
trends that on the one hand have presented
opportunities for human progress in terms of
growth, poverty reduction and well-being, and
on the other have in many cases produced highly
unequal outcomes within and between countries
and with regard to different social groups, as well
as new risks and profound environmental impacts.
This report argues that this outcome is partly due
to how longterm trends were shaped by policy
approaches associated with the neoliberal shift that
swept the globe in the early 1980s, which created
a context and vicious cycle of rising inequalities,
instability and crisis. In this process, benefits were
distributed unequally, while costs were offloaded
onto subaltern groups, global South countries and
the environment, hollowing out social contracts and
destroying the global commons.*

We therefore understand these problems as
inevitable outcomes of a system in which profit is
exploited and extracted from every possible source
until resources are used up and then discarded, and
all that does not create economic value is deemed
not worth protecting and upholding. This is the
reigning logic of the current economic model that
has elevated profit making and individual gain over
people and planet. This economic system has not
only resulted in increasing inequalities, it has also
fueled multiple crises—from economic and financial,
to climate and environmental, care, political and
finally Covid-19. The pandemic combined many
features of the other crisis types and is the most
recent example of the fragility, inherent risks and
lack of resilience of our global system (see chapter 2).

In this section we will focus on selected long
term trends we deem particularly relevant for
understanding the current context: globalization,
technological progress, demographic change—such
as ageing, migration and urbanization—and shifting
global power structures. Each of these trends has
evolved over decades, influencing economic, social
and environmental dimensions
development across the globe. Each applies across
boundaries and societal limits and will persist over
time, evolving as it builds upon itself and interacts
with the other trends as well as other changes
in societies in complex ways.” For example, the
changing world of work is driven by several trends
such as globalization, technological progress—in
particular digitization and automation (including
artificial intelligence)—and demographic change.
Long-term trends and crises are not inevitable natural
facts or agentless processes but are actively shaped by
different actors and their interests. Long-term trends
bear the seeds of both challenges and solutions;
they are interlinked and can reinforce each other
in positive or negative ways or lead to mitigation of
certain effects. Identifying key development trends
is important as they indicate processes of long-term
change relevant for citizens, workers and business
actors. Policy makers must respond to these trends
in order to steer them toward desired outcomes,
minimizing potentially negative effects.

of sustainable

In today’s era of rentier
capitalism, there has
been a plunder of

the commons. ... In

the process, social
inequalities have
worsened by more than
can be measured by
monetary incomes.

- Guy Standing

Professorial Research Associate,

SOAS Uniwersity of London




2.1 Globalization

Globalization in the age of neoliberalism,
starting in the late 1970s/early 1980s, was a
process of accelerated global integration fueled by
technological innovation, enabled by free-market
policies and dominated by profit-maximizing private
corporations. Reductions in restrictions on trade and
finance that had characterized the preceding phase
of globalization in the postwar era led to growing
trade integration and global financial flows as well
as foreign direct investment (FDI) and production
# Tt has profoundly influenced social
relations and institutions that constituted the
bedrock of the postwar welfare state model and
its associated social contract, both in global North
and global South countries. The different crises we
analyse in more depth in chapter 2, from the climate
and care crises to Covid-19, are in one way or another
connected to how globalization in the neoliberal era
has shaped economies and societies.

relocation.

Neoliberal globalization is often praised for its
positive development impacts in terms of greater
efficiency, productivity, growth and poverty
reduction.”” Indeed, the accelerated integration of
global trade coincided with a phase of catching up
of developing countries while the Western world
lost its manufacturing monopoly;* millions of
people managed to emerge from poverty; key social
indicators such as life expectancy, infant mortality
and access to primary education improved; and
a growing number of people gained access to a
wide range of consumption goods, technology,
international transport and improved medication
and vaccines.** Several former authoritarian and
socialist countries democratized, and many people
gained larger freedoms and protection of their
human rights, access to information and political
participation. These change processes and the entry
of China and the countries of the Former Soviet
Union (FSU) into the global economy have led to
an ever more interconnected world and increases in
cross-national flows of information, goods, capital
and people.¥

On the other hand, outcomes of the most recent
period of neoliberal globalization have been highly
unequal in the distribution of profits, costs and
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risks. This is both a reflection of market outcomes
and the policies and institutions chosen to govern
global integration. As with the other trends analysed
in this section, longterm processes of change
such as globalization create winners and losers,
but benefits tend to be harnessed more easily by
powerful players, which in turn tend to shape the
rules of the game to their advantage (see chapter
3).% As market distribution becomes more unequal,
policies are less effective in producing egalitarian
outcomes. In addition, when talking about the
positive development impact of globalization where
it occurred, it should be noted that much of the
groundwork for success was in fact laid during the
developmentalist-welfarist post-war era, a period of
slower and more regulated global integration, that
preceded the neoliberal era. This period was charac-
terized by higher market regulation and development
strategies focusing on full employment and social
protection, increased fiscal capacity and a shift
toward mass consumption in the global North and
considerable state investments in social services and
social security by postindependence governments in
the global South (see chapters 2 and 4).

While neoliberal globalization is associated with
increasing inequalities and economic instability,
it is important to acknowledge that it has led
to different outcomes for countries, sectors and
individuals. It also needs to be viewed in a broader
historical context of previous phases of globalization
or de-globalization, as well as historical drivers of
inequalities such as colonialism and imperialism.
Particular outcomes are associated with specific
policies, behaviours and initial
conditions. Neglecting the specific context and
history of a country or region when analysing the
impact of globalization on development can lead
# Most importantly,
globalization has led to shifts in power relations, with
more power accruing to creditor countries, financial
actors and international financial institutions (IFIs),
large multinational companies (MNCs), capital
owners and some high-skilled professional groups,
to the detriment of most debtor and aid-dependent
countries, unskilled workers in the formal sector and
informal workers as well as vulnerable groups relying
on state and solidarity mechanisms.*® Figure 1.1
shows, for example, how intensifying globalization
has gone hand in hand with a declining labour share
in output, only temporarily reversed during the
financial crisis of 2008-2009, as wages tend to fall

institutions,

to erroneous conclusions.
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Social contracts did not
simply fall victim to an
agentless globalization
process but were actively
dismantled by neoliberal
reforms.

slower than profits during a recession. As explored
in greater detail in chapter 2, these negative results
of increasing economic inequality can be associated
with the neoliberal turn in economic and social
policies and the concentration of elite power (see
chapter 3),%
discussed in this section such as demographic and
technological change, in combination with job
outsourcing, loss of union power and labour market
deregulation, deindustrialization, and regressive tax
and social policy reforms that have resulted in rising
inequalities and insecurity.

as well as some of the other trends

In much of the global South, globalization is
associated with the triad of Washington consensus
policy advice’® of liberalization, privatization and
deregulation. These policy conditionalities were
imposed on debtor countries and aid recipients in
the aftermath of the sovereign debt crises of the early
1980s and resulted in increased macroeconomic
instability, reduced policy space and a stalled
developmental project, retrenchment of the state
and dismantling of public services, which weakened
solidarity structures and protective and redistributive
institutions. Indeed, social contracts did not simply
fall victim to an agentless globalization process but
were actively dismantled by neoliberal reforms.’

Growth of national income or GDP during
globalization has been uneven among countries and
over time,’? with a few large developing countries
such as China sustaining high growth over several

decades contributing to overall North-South
convergence (see chapter 3).> Disparities within
the South continued to grow as much of the rest
of the world was left behind or unable to sustain
growth beyond brief spurts;’* sub-Saharan Africa
in particular, but also much of Latin America as
well as Eastern Europe and the FSU, have not been
catching up since the 1970s. Others have fallen
further behind, especially much of Africa during
the last two decades of the twentieth century, Latin
America during the 1980s” and the FSU in the

1990s after the transition to a market economy.

One key characteristic of globalization is the
growth of global value chains (GVCs). GVCs locate
the different stages of the production process,
including design, production, marketing and
distribution, across different countries. Connecting
local producers in manufacturing or agriculture
with GVCs has been promoted as an opportunity
for farmers and workers in the global South to
benefit from world markets. However, this has
also resulted in exposure to risks and volatility that
local communities, workers and small producers
have not experienced before when operating in
less connected but also more sustainable systems
(chapters 2 and 3). GVCs are dominated by powerful
MNCs, some of which have built their dominant
market position on the invention and application
of new technologies, holding dominant positions
in national economies in terms of shares of GDP,
trade, research and development, and employee
compensation (for example, companies such as
Google and Amazon in the United States) but also
generating a significant share of their revenues
from abroad. The Organisation for Economic Co-
operation and Development estimates’ that MNCs
account for half of global exports, nearly a third of
world GDP (28 percent) and about a fourth of global
employment. Much of the increase in international
trade associated with globalization is therefore better
recognized as intra-firm trade.”

Another feature of the postindustrialist global
economy, financialization, introduced a new logic
into global markets,’® with huge implications for
accumulation and investment, value creation and
distribution along GVCs as well as distribution of
risks and rewards between business and state actors.”
This catalyzed income and wealth concentration
and further undermined solidarity relations,
ecological sustainability and employment creation.



Financialization as a key driver of hyperglobalization
(box 1.5), the most recent phase of globalization,
describes the growing influence of the financial
sector on the real economy® and is closely associated
with the rise in economic inequality and crises with
which this report is concerned (see chapters 2 and
3).%" Defined as a process where financial motives,
markets, actors and institutions are increasingly
important in the functioning of modern-day
economies, financialization can increase inequalities
through the shareholder value orientation of
companies and a rising demand for financial
professionals. On the other hand, strong labour
institutions that strengthen labour rights at company
and national levels can effectively mitigate these
effects, as research on postindustrial democracies
has shown.®?

Problems associated with neoliberal globalization,
which regularly provoke protests accompanied by
alternative visions of “globalization from below” by
antiglobalization and alterglobalization movements
in different places in the world (see chapter 2),
have intensified in recent years for several reasons.
For one, global financial and economic crises
such as the 2008 crisis and the recent Covid-19
pandemic, both closely associated with neoliberal
globalization, have shaken the world economy,
undermining economic and social progress while
exposing governance and policy failures at global
and national levels. Second, and partly as a result of
these crises and the unequal distribution of the costs
of neoliberal globalization, social tensions are rising
and a marked shift toward greater protectionism
and nationalist policies, including more restrictive
migration policies, is taking place promoted by
large, industrialized countries, which could further
undermine development opportunities for the
global South. Third, the Covid-19 pandemic
itself, with its significant impacts on international
mobility (tourism and so forth), migration and
GVCs, could mark the start of a potential period
of deglobalization or “slowgalization,” as efforts
of national governments to reshore production
of essential goods into national economies or to
decrease dependencies on politically less aligned
countries seem to indicate.®* In this context, the most
recent geopolitical tensions around Russia’s war on
Ukraine are likely to have severe implications for the
future of globalization,” while the consequences for
individual countries and economic sectors remain
uncertain.
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Box 1.5 Hyperglobalization

Hyperglobalization is characterized by the dominance

of private finance and large corporations engaging in
rent-seeking activities, and an ideology motivated by
neoliberalism. Hyperglobalization is associated with rising
inequalities, extreme levels of debt, heightened insecurity
and stalling levels of investment and structural change.? The
origins of this process go back to two events in particular:
the OECD’s decision in 1989 to remove all restrictions

on cross-border financial flows, and the establishment of
the World Trade Organization (WTO) in 1995, with wide-
ranging implications for domestic health and safety rules,
subsidies and industrial policies.” A key feature of the
hyperglobalization period taking off in the mid-1980s has
been a significant expansion and acceleration of global
trade, driven largely by East Asia and Southeast Asia, in
particular China, and an associated expansion of GVCs.
This process has negatively affected national income
distribution in various countries, not least because large
transnational corporations capture the highest share

of value produced within GVCs.¢ Global trade openness
decreased after the Great Recession in 2008 but reached
pre-crisis levels in 2018. GVC activity has also declined
since 2008, leading some scholars to limit the definition of
hyperglobalization to the period from 1986 to 2008.¢ This
report, however, applies the term beyond the 2008 crisis, as
global and national governance mechanisms and incentives
for hyperglobalization remain in place, despite periodic
disruptions due to economic, health and geopolitical crises.

2 UNCTAD 2020; ° Rodrik 2016; ° UNCTAD 2018a; ¢ Antras 2020.

Current discourse with
respect to SDG 10 largely
focuses on those who are
excluded, marginalized
and living below the
poverty line. ... In contrast,
little attention is given to
the top of the distribution:
the rich and powerful.

— Sakiko Fukuda-Parr
Professor, The New School
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Figure 1.1 Economic globalization and labour income share, 2004-2019
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Sources: Economic Globalization Index based on Gygli et al. 2019. Labour income share based on ILO 2022b.

Notes: Economic globalization uses the KOF Economic Globalization index (index KOFEcGIdf) which combines variables of trade (trade
in goods, trade in services, trade partner diversification) and financial globalization (foreign direct investment, portfolio investment,
international debt, international reserves, international income payments). Labour income share in GDP is the ratio, in percentage,
between total labour income and gross domestic product. The time range does not represent the entire period of globalization and was

chosen with regard to data availability.
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2.2 Technological change

Technological change—the invention, innovation
and diffusion of technologies or processes—is a key
driver of economic development, and the belief in
steady technological progress and associated welfare
gains is at the heart of current growth models.®
Technological innovation and diffusion are also
key elements of green economy approaches, policy
proposals aiming to reduce the environmental
and impact of contemporary market
economies (chapter 5). Technologies are seen as
key means of implementation of the SDGs (SDG
17), with positive contributions across all goals,
for example, for realizing goals related to hunger
through agricultural improvements, health service
innovations, digitalization of education services
or decentralized renewable energy.”” Access to

climate

technologies, determined by intellectual property
rights and the ability to purchase and operate them,
has direct benefits for consumers, producers, and
administrators and service providers, for example,
through better connectivity, which can have positive
impacts on opportunities and social capital; through
health and pharmaceutical innovations improving
well-being; and through increasing productivity of
businesses and efficiency in administrative processes.

Technological change, with its social, political,
cultural and economic implications, has impacts
on current social contracts. The rise of the gig
economy has led to gaps in workers’ rights and
social protection coverage of platform workers®
and prompted business actors to demand a new
division of labour between states and markets,
where the state would assume responsibilities for
social protection of an increasingly flexible and
shortterm workforce having multiple employers
or selfemployed status (see chapter 4). While



business is pushing for further flexibilization and
deregulation of labour markets to increase their
profits, governments and private service providers
are promoting digital services in their quest for
greater efficiency and cost reduction. Indeed, the
development of information and communication
technology (ICT) is a key feature of the shift toward
globalized post-industrial societies, also called the
network society,”” and has been associated with
the accelerated pace in global trade and financial
markets.”® The current era, characterized by a fourth
industrial revolution defined as rapid advancements
in new technologies and global connectivity, has
not only changed the world of work and production
but is also immensely impacting how people relate
to each other, communicate, and consume and
process information. UNRISD (2016) has argued
that technological innovation has the potential
to provide synergies with social innovation, for
example, through facilitating the delivery of social
benefits or communication among social network
actors. However, we also argued that combinations of
social and technological innovations were necessary
to address some of the limitations of development
strategies that centre on technological fixes and
often disregard the social and political contexts
where diffusion occurs.

ICT has experienced the fastest global diffusion
of any technology in history: the time taken for
people to adopt ICT-based applications such
as mobile phones, computers, the Internet and
social media has overtaken that for any previous
technology,” although fewer people have access
to these technologies in developing and least
developed countries compared with developed
countries (figure 1.2). While diffusion of new
technologies can accelerate catch-up development
and allow leapfrogging, for example, through
adoption of technologies for renewable energy or
technologies that are more resource efficient and
less polluting, it also creates new disparities between
capital and labour and between countries: access
to technological knowledge and associated rents
(for example, rents associated with intellectual
property rights) shapes global profit distribution at
firm, national and global levels, mainly benefiting
large MNCs and a few countries operating at the
frontier of technological innovation (see chapter
3).” Technological change has been identified as
one of the key drivers of rising income inequality
within both developed and developing countries
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through channels such as skills premium and capital
intensity of production, both favouring the upper
part of the income distribution.”

Digitalization and automation are expected to
create positive dividends for growth, jobs and
service delivery.” Countries in the global South
have outpaced global North regions in terms
of growth rates of trade in exports of digitally
deliverable services,” in particular between 2005
and 2010. However, job losses and rising inequalities
associated with digitalization and automation in
the shorter term are acknowledged as well as risks
such as market concentration and increased state
control over citizens.” This concern is echoed by
UN Secretary-General Guterres in his preface to a

recent UNCTAD (2021:1V) report:

Recent developments in frontier technologies,

including artificial intelligence, robotics and
biotechnology, have shown tremendous potential
for sustainable development. Yet, they also risk
increasing inequalities by exacerbating and creating
new digital divides between the technology haves
and havenots. The COVID-19 pandemic has
further exposed this dichotomy. Technology has
been a critical tool for addressing the spread of the
disease, but not everyone has equal access to the

benefits.

In addition, digitalization and automation facilitate
reshoring entire productions back to OECD
countries, which in the past were dependent on
low labour costs in Asia or elsewhere. Demand for
manufacturing and processing by a human workforce
may thus drop even further in the future.”

Covid-19 and related social distancing measures
and the digital
transformation worldwide, catalyzing teleworking,
distance learning, e-commerce, and the digitalization
of public administration and other services such
as finance and banking. This process is seen as
providing both opportunities and challenges, as
disadvantaged groups have relatively less access to
the Internet, electronic and mobile devices, and
teleworking opportunities. Women face specific
barriers to participating in the digital economy, in
particular in least-developed countries (figure 1.3),7
while many children do not have access to devices,
and older persons often lack digital literacy. Finally,
concerns are growing that governments might use

lockdowns have accelerated
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Figure 1.2 ICT indicators by level of development, 2020 or most recent available year
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2.3 Ageing

Thanks to increasing life expectancy and decreasing
fertility rates, populations are getting older, a process
that has been shaped by other longterm trends
such as advancements in health technologies and
pharmaceuticals and changing gender norms. Older
persons make significant contributions to national
economies and societies through paid and unpaid
work (for example, childcare), as entrepreneurs,
supporting their families with pension income, and
through political participation and social capital.*
Older persons are included in the SDG principle
of leaving no one behind while also featuring in
Goal 3 (“Ensure healthy lives and promote well-
being for all at all ages”), Goal 5 (“Achieve gender
equality and empower all women and girls”) and in
the commitment to data disaggregation by age and
other social group characteristics.

Population ageing, while a positive trend, is also
considered one of the key longterm structural
challenges with which twenty-first-century societies
are grappling. Over the next decades, the number
of older persons is projected to more than double,
reaching over 1.5 billion and increasing the share of
the population aged 65 years or over to 16 percent in
2050, up from 9.3 percent in 2020.%! The increasing
share of individuals in the age group associated with
retirement (starting at age 60/65) is affecting virtually
all countries in the world® and has implications for
social protection schemes, labour markets and social
services (benefit structure and financing), and also
for society at large. Ageing is a gendered process,
as women tend to have a longer life expectancy,
while they acquire lower pension entitlements due
to interrupted employment histories because of
unpaid care work and lower wages.®> Ageing also
has implications for the generational contract. The
generational contractrefers to expectations and social
norms governing intergenerational relations (for
example, living arrangements, care responsibilities,
decision making and so forth) as well as concrete
institutional and policy design determining the
distribution of resources between generations (for
example, how much national income is distributed
between economically active members of working
age and economically dependent members such as
children and older persons) and guaranteeing all
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generations, including future ones, a decent living
standard within planetary boundaries (see Spotlight
by James Heintz; figure 1.4).%4

While demographic change such as ageing is a
predictable process, it can be affected by unexpected
and unpredictable events such as pandemics, natural
disasters, wars or large migration or refugee move-
ments.® The pace of and advancement in the process
of population ageing and the stage of an individual
country in the demographic transition,* as well as
the broader economic and social context, determine
its policy implications, for example, adjustments in
public pension schemes (increasing contribution
rates, higher retirement ages), investments in health
systems and longterm care policies, healthy ageing
policies combined with individual approaches,¥
and labour market reforms targeted at either
increasing retention rates and life-long learning for
the older workforce, facilitating labour migration, or
improving labour market conditions and education
for both older and younger persons.®

Overall, ageing processes have so far not resulted
in global declines in global population numbers, as
the world population continues to grow, driven by
high population growth rates in some of the poorest
countries in the world, mostly in sub-Saharan Africa,
with many Least Developed Countries (LDCs) esti-
mated to double their population between 2022 and
2050.% It has increased from 2.5 billion in 1950, to
4.8 billion in 1985, to 7.7 billion in 2019, and it is
estimated to reach 8.5 billion in 2030 and 10.4 billion
in 2100.° Global population growth is expected to
create challenges for SDG achievement, though
it also offers a potential demographic dividend,
understood as opportunities arising from improving
dependency ratios due to increasing working-age
populations and declining fertility rates.”!

Ageing impacts inequalities and the social contract:
more national resources are needed to avoid old-
age poverty and protect the human rights of older
adults, invest in long-term care, reduce unpaid care
work by women and support older women negatively
affected by low lifetime earnings. Addressing
ageing successfully is therefore closely related to
several other global trends, such as migration (care
workers are often migrants), technological progress
(service provision through digital means, health
innovations and so forth) and the changing world of
work (retaining older workers in the workforce and
providing job opportunities for young people).
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Inequalities accumulate over the life course, leading
to increased gaps and reduced life chances during
old age (with a divide between those covered by
contributory social insurance and those depending
on assistance); intersectionality is also key, as
difficult-to-cover groups are often those where
inequalities intersect. For example, while women
and girls are delivering the bulk of unpaid care work
globally (three times as much as men), age can be an
additional discriminating factor, with older women
taking on a disproportionate amount of unpaid care
work in households compared to older men,” often
the result of an accumulation of “a lifetime of gender
inequalities” undermining older women’s choices
and well-being.”” In the same vein, undocumented
migrant women workers often lack social protection
and they have
entitlements for pensions or health care due to their
(irregular or undocumented) migration status, their
lack of a formal employment relation and periods
spent on family care work (see chapter 3).

income as not accumulated

Figure 1.4 Global dependency ratios, 1950-2050
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Notes: The total dependency ratio is defined as the number of
children (0-14 years old) and older persons (65 years and over)
per 100 persons in working age (15-64 years old). The old-age
dependency ratio is defined as the number of older persons (65
years or over) per 100 persons in working age (15-64 years old).
The child dependency ratio is defined as the number of children
(0-14 years old) per 100 persons in working age (15-64 years
old). Figures from 2019 onwards are projections.

2.4 Migration

People migrate foravariety of reasons, from economic,
social and political to environmental, typically seek-
ing better livelihoods and opportunities but also
escaping life-threatening circumstances such as
persecution, violent conflict, war or natural disasters
(figure 1.5). Over the last two decades, the stock of
all types of migration has increased, encompassing
people moving to seek better employment, to join
family members or to study abroad, internally dis-
placed people (IDPs) and international refugees
(figures 1.5 and 1.6). Between 2000 and 2010, the
number of international migrants increased by 48
million globally, and by 60 million between 2010
and 2020, reaching a total stock of 281 million in
2020 (figure 1.6).”* Humanitarian crises contributed
to this number with an increase of 17 million in
the number of refugees and asylum seekers between
2000 and 2020.” Human mobility continues to
be predominantly regional, in particular regarding
forced displacement. In sub-Saharan Africa, intra-
regional migration amounted to more than half of
all migration (53 percent of all African migrants,
or 19.4 million, lived in other African countries in

2017).%¢

The Covid-19 pandemic reduced mobility, leading
to a reduction in the growth of international
migration of an estimated 27 percent compared
with projections based on its evolution between
July 2019 and June 2020, as well as a slight decrease
in remittances, which dropped by an estimated 1.7
percent.”” In 2021, remittance flows to low- and
middle-income countries were projected to reach
USD 589 billion, a 7.3 percent increase compared
with  2020.” Nonetheless, regardless of the
pandemic, the proportion of international migrants
remains very small and incommensurate with the
pace and scope of globalization in trade and finance:
international migrants constitute only 3.6 percent
of the world population (figure 1.8), indicating that
many potential migrants lack the resources and
opportunities to migrate and remain “involuntarily
immobile,” partly due to restrictive immigration
policies and associated barriers to migration.”

Whether migration is seen as a relatively stable
longterm demographic trend or as a coping
mechanism in times of crisis, conflicts or disasters,



migration and development are closely intertwined
and interdependent.!® Migration has important
influences on development, with positive and
negative impacts on its economic,
environmental dimensions.'” Remittance flows have
far exceeded official development assistance and are
approaching the level of FDI flows,'°® constituting
important supplements to migrants’ household
income and often used to invest in better nutrition,
education and health. Migrant workers constitute
an important share of the essential workforce in
many destination countries, in particular in care and
domestic work, also exposing them to greater risks, as
seen during the Covid-19 pandemic (see Spotlight by
Naila Kabeer). Diaspora communities have evolved
into important transnational development actors.'®®
And migration is one way of adapting to the adverse
impacts of climate change,'® a type of migration that
is likely to grow greatly in coming decades.

social and

The Agenda 2030 for Sustainable Development
identifies migration as a key development
issue, recognizing its potential to make positive
contributions as well as some of the challenges it
raises (in particular regarding forced displacement
and human trafficking). It includes several explicit
targets on migration, for example, target 10.7 to
facilitate orderly, safe, regular and responsible
migration and mobility and to implement planned
and well-managed migration policies. Other targets
aim to improve migration outcomes in six of the
SDGs, for example, protecting the rights of migrant
workers, especially women (target 8.8), and reducing
remittance transfer costs (target 10.c).!® Scholarship
that highlights the positive development effects
of migration associates migration with economic
growth and productivity improvements, increasing
household incomes and access to foreign exchange
for origin countries through remittances. It also
points to positive effects when migrants return
to or invest in their home country, for example,
by changing social norms and contributing new
skills or new entrepreneurial networks. In practice,
however, empirical evidence demonstrates that the
experience and development impacts of migration
are shaped by policies and context: rights-based legal
frameworks and migration-friendly policies as well as
an enabling development context are crucial factors
for harnessing development benefits from migration
for countries and communities and for allowing
migrants to access decent work, social protection and
social services in sending and receiving countries.'®
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Migration is not only

a cross-cutting issue in

the SDGs but is also a
global trend that is closely
connected with inequality
and multiple crises.

While evidence points to the broadly positive impact
of migration on poverty reduction, the impact
on inequality is less clear and may differ at local,
regional and national scales. Some scholars regard
migration as an individual or household response to
inequalities in wages, labour market opportunities
or lifestyles'™ and research finds positive impacts of
remittances on inequality in Mexico.!%
the relationship between migration and inequality
goes two ways: while migration bears significant
development potential in terms of employment
opportunities or disrupting inequalities associated
with unequal social structures,'®
new inequalities and exacerbate existing ones, in
particular horizontal inequalities between groups,!'°
but also vertical inequalities between individuals
or income classes such as income concentration
at the top.!"! Effects may differ according to type
of migration: internal migration may reduce
inequalities, while more costly international
migration may increase it. Timescales also matter:
migration may initially be very difficult and costly,
available only to the relatively wealthy, but become
easier and less costly over time, for example, when
networks have developed.'?

However,

it can both create
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While inequalities and lack of economic
opportunities drive labour migration, they can also
act as a constraint for those people who cannot
afford to migrate due to a lack of resources. Much
of forced displacement (figure 1.5), in particular
stocks of IDPs, is the result of violent conflict.!” The
dramatic resurgence of displacement over the last few
years, particularly as a result of (internationalized)
civil wars, has caused immense human suffering.!**
Forced  displacement—combining  IDPs
refugees—reached 80 million people in 2020, with
low- and middle-income countries hosting over 80
percent of the world’s refugees and asylum seekers.!®
2020 saw the highest absolute number of refugees,
24.5 million, on record,'” and IDPs also increased
significantly, reaching 55 million.® The recent
Russia-Ukraine war has already resulted in over
6.8 million Ukrainian citizens and other residents
fleeing the country.!® Violent conflicts continue
to be complex and protracted, involving non-state
groups and regional and international actors.'?

and

Environmental change can also result in forced
displacement, both through sudden-onset events
such as floods and hurricanes, as well as slow-onset
processes such as desertification and sea level rise.
Black et al. (2011) argue that migration as a climate
change adaptation strategy should be recognized
and supported and debates are ongoing on how best
to approach climate change-induced displacement
and internal migration.”! Where cross-border
movements are warranted, there is debate as to
whether a new category of climate refugees could be
established, a proposal that is, however, contested
or not endorsed, not only by organizations such
as the International Organization for Migration
(IOM) and the United Nations High Commissioner
for Refugees (UNHCR), but also by some affected
communities who do not want to be seen as climate
refugees.'??

International migrants and refugees, as well as
internal migrants in some countries such as India
and China (where social and political rights are
tied to the usual place of residence or community
of origin), are rarely fully integrated into national
social contracts. As such they have limited access to
labour markets, social services and social protection,
and to equal political and cultural rights, thus
restricting their political voice and their scope to
take action to improve their situation.'’”” These
exclusions are more frequent for undocumented

and irregular migrants—or those in transit—and are
further exacerbated by constraints in the availability
and accessibility of public services and protection
schemes in many receiving countries. This holds
true for destination countries in the global North
and South though conditions may change over time:
while pathways for regularizing migration status or
acquiring citizenship exist in some countries, they
are less available in other countries.

While international human rights and labour
protection standards have been set up to overcome
the limitations of national social contracts in
protecting migrants and granting them equal rights
with citizens, constituting the foundation of a human
rights-based approach to migration, implementation
and ratification are lagging.!”* Instead, approaches
focusing on the management of migration in line with
development and security interests of sending and
receiving countries are shaping migration policies to
a large extent (see chapter 5). The most recent efforts
to improve the situation of migrants and refugees
globally have been the agreement on a Global
Compact on Migration and a Global Compact on
Refugees. Regional bodies such as the African Union
have created a regional migration policy framework
and plan of action,'”” while some donor countries
or regions have policies and programmes that aim
to address root causes of irregular migration and
displacement in countries of origin, such as helping
to create economic opportunities to curb potential
immigration flows.!?® However, this approach is at
odds with empirical evidence that shows increasing
incomes are associated with more mobility.'” Finally,
the securitization approach that is applied at EU
borders and implemented by its specialized agency
FRONTEX frequently works to the detriment of
migrants’ rights and can actually put their lives in
danger.!8

Often, migrants and refugees are instrumentalized
and scapegoated in political discourses and public
debates, for example, during the so-called European
“refugee crisis” in 2015. Some politicians, mostly
from farright parties, promote an outrigcht anti-
migrant stance, grounded in xenophobic, racist
and culturalist attitudes. Racialized borders and
bordering practices through restrictive migration
policies and welfare institutions creating boundaries
of inclusion and exclusion from social rights have
dehumanizing effects.!”” But even more moderate
political forces are increasingly expressing concerns
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Figure 1.5. Forcibly displaced people worldwide, 1980-2021
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Notes: Data on IDPs has only been recorded since 1989. Refugees includes Palestine refugees under the mandate of the United Nations Relief
and Works Agency for Palestine Refugees in the Near East (UNRWA). The category of Venezuelans displaced abroad was established by UNHCR
as they are likely to need international protection but have not applied for asylum yet in the country of destination.
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2.5 Urbanization

The concentration of human populations in urban
centres is not a new story. It has long been a driving
factor of social and economic development, as
cities are essential sites of exchange, innovation
and  economic  development.  Development
economists have associated urbanization with a
process of structural change from agrarian societies
to industrialized economies,
manufacturing and services contributing to GDP
are growing. In this process, lower-productivity
surplus labour from rural areas is assumed to be
absorbed into higher-productivity urban wage
labour, which leads to growth and higher incomes."*?
Since the middle of the twentieth century, this
process has been accelerating, in many ways faster
than our cities can keep up with, while in many
countries the national economy has not been able
to absorb surplus labour into formal wage labour,
resulting in increasing informal urban economies.
While overall population growth partly explains
this increase, the steep proportional rise is largely
a result of migration from rural areas to cities
in search of better life opportunities, reflecting
broader challenges associated with rural livelihoods
such as land inequality (see chapter 3)"* and lack
of infrastructure and services. Between 1950 and
2020, the proportion of the global population living
in cities went from 29 percent to over 56 percent
(see figure 1.7).** That share is projected to increase
to over 60 percent by 2030" and to 68 percent by
2050."% Importantly, this development has not been
even across the globe. Until recently, the majority
of urban development had occurred in developed
countries: with the exception of Latin America and
the Caribbean, the developed world is much more
urbanized than the developing world.”” However,
close to 90 percent of the urbanization projected to
occur over the next 30 years is expected take place
in Asia and Africa.””® The extreme growth rate in the
developing world (in Africa the rate of urban growth
is 11 times greater than in Europe)" indicates a
shifting centre of gravity of urbanization, and with it
urban economic weight, which will have significant
human development and global economic impacts.'*

where shares of

Urbanization presents both challenges and
opportunities for human development, social and
economic justice, and environmental sustainability.
On the positive side, urbanization has undeniable
economic benefits, in particular through economies
of scale. The concentration of people and economic
activity in one place can lead to job creation,
increased productivity and higher standards of
living."! Indeed, more than 80 percent of global
GDP is generated in urban centres.'*? Cities are also
hugely important for national economies, increasing
national GDP while facilitating stronger institutions
and resilience to global economic shocks."® Cities
can also bring greater economic prosperity to
surrounding rural regions, by providing a market for
goods, and through spillover effects of innovation,
educational opportunities and prosperity from urban
into surrounding rural regions. The concentration
of people into cities also presents potential
environmental benefits through the efficient use
of energy and resources, for example, through
smart transportation and housing."** There are also
many social development impacts associated with
urbanization, for example, improvements in gender
equality: life in cities presents greater educational
and employment opportunities for
Urbanization is often correlated with reduced
fertility rates, with women engaging in labour outside
the home at higher rates. These opportunities also

women.

Figure 1.7 Growth of urban population, 1950-2050

@ 7
2
@ 6
..
5 ...a
’ /
3 >
2 //
1,
0
o o o o o o o o o
[Te] (&) N~ [¢0) (o)) o i (] (92]
$ § 3 % & & & & &
— Urban
Rural

Source: UN DESA 2019c.

2040

2050



tend to lead to greater economic independence for
women.* Realizing this potential, however, requires
sufficient planning, management and governance
that is rights-based, inclusive and sustainable. UN-
Habitat puts forward a number of criteria which are
important for achieving this, including involving
local governments in national and international
decision making, fostering innovation and making
use of new technologies, turning to nature-based
solutions that are inclusive and equitable to unlock
the environmental potential of urbanization for
all, integrating migrants into cities as key to their
socioeconomic development, employing feminist
and youth-centred approaches to urban planning,
and recognizing the value of the urban commons
(shared resources, spaces and knowledge).® To be
sure, alternative economic models which centre
local actors, their needs and the environment, such
as social and solidarity economy (SSE), have a key
role to play in this as well (see chapter 5).4

Despite the positive potential of urbanization for
human development, in many places these have
not been realized, and in fact urbanization has
produced the opposite effect. Urban centres have
become the nodes of the globalized neoliberal
system, in which heavily pro-market policy regimes
create an environment bent toward ever greater
accumulation, and predatory finance repurposes the
city for its own gain."® Economic growth associated
with urbanization does not necessarily translate
into increased prosperity, as
minority groups are often left out of these benefits.
Growing cities often lead to increased poverty as
well as inequality, both within and between cities.
Increasing costs of land, housing and goods, in
combination with low wages, force residents into
situations such as housing insecurity (living in
inadequate and/or unsafe housing, or prolonged
or periodic houselessness) and hunger. Migrants are
particularly at risk as their citizenship status often
relegates them to informal employment and housing
opportunities. The life of low-income urban dwellers
can be highly precarious.'*

low-income and

In many places, this precarity takes the form of
the expansion of slums and informal settlements,
with more and more residents relegated to highly
underserved areas as cities grow. While the
proportion of the urban population living in slums

declined between 2000 and 2014, since then the

proportion has been increasing, with 23.5 percent

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

of urban dwellers living in slums in 2018.""° These
communities are often partially or entirely cut off
from essential municipal services such as transport
networks (which has significant implications for
accessing economic opportunities or essential
public services and creates time poverty), water and
sanitation, and electricity, and access to health and
education services is very limited. Further, life in
these communities presents many health and safety
concerns. With limited state presence and high
rates of poverty, crime and violence are widespread.
Living in close quarters, often with poor sanitation
facilities or in proximity to polluted water supplies
or industrial sites, presents high risks of disease
and adverse impacts on longterm health. Finally,
these settlements are often built in disaster-prone
areas. Many of the world’s largest cities are located
in low-lying and coastal areas, and it is estimated
that by 2050 over one billion people will live in
low-elevation coastal zones (LECZs)."’! It is the most
vulnerable citizens who face a disproportionate level
of climate-related risk (see box 2.1)."®? Currently,
80 percent of the population living in LECZs are
in developing countries,””® and four out of every
10 non-permanent households in the developing
world are at risk of environmental disasters such as

landslides and floods."*

The pressure urbanization puts on our environment
is considerable. Cities generate 70 percent of
global carbon emissions and consume two-thirds
of the world’s energy.!” While concentration
of populations can lead to more efficient use of
resources, if unplanned it can lead to greater use
of land and resources, soil sealing and pollution.
Currently, the increase in urban land area is growing
at a faster rate than urban populations, on average.
Between 1990 and 2015, urban land area increased
by 1.5 times in relation to population growth in
developed countries. In developing countries,
urban land growth increased 3.5 times in relation to
population.””® The expansion of urban land area has
significant implications for carbon emissions, energy
consumption, degradation and
ecosystem loss. Urbanization has led to significant
ecosystem alteration over the past several decades,
with implications for food and water supply, air
quality, species loss, environmental disasters such as
floods and landslides, zoonotic diseases and more."’

environmental

While cities have the potential to bring people
together across race, class, ethnicity, religion and
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culture, they also have the potential to cement
divides along these lines. The segregation of
cities along neighbourhood lines has significant
implications quality of life, health and
education, access to services, political rights and,
importantly, intergenerational mobility.”® Urban
policies and infrastructure, for example, relating to
transportation, housing, policing and public space,
as well as processes of privatization, often serve to
further these divides and exclude certain groups
from the life of cities."”® Legacies of structural racism
or ethnic discrimination have manifested in urban
policies, excluding communities of colour from
the benefits of development and locking them into
cycles of poverty and deprivation that are inscribed
in space (see Spotlight by Jailson de Souza e Silva).'®®
Practices such as divestment by the state in favour
of developing other areas (a practice which is also
politically driven); redlining, the withholding of
services to a community, most consequentially
credit and insurance, because they are doomed too
risky; and discriminatory housing policies which
aim to keep people of certain groups out of certain
neighbourhoods have created cities that are highly

segregated along racial/ethnic as well as economic
161

for

lines.

It is important to note that spatial segregation
goes beyond the question of address and entails
processes of enclosure such that communities
become inaccessible and their resources unavailable
to all but those who live there. This can be seen
in the privatization of public space, restricted
access to public schooling by neighbourhood,
and transportation reform that renders certain
neighbourhoods  less accessible from  other
neighbourhoods, creating highly spatially distinct
existences between residents who may live only one
zip code apart. An extreme example of this divide is
the rise of gated communities in large cities as those
with means retreat into fully serviced private spaces.
These processes have severe economic, political and
social costs for marginalized groups and entail highly
disproportionate consumption of urban space.'®
Ultimately, urbanization has many potential human
and environmental benefits; however, the current
model is unsustainable and compounds injustice
and inequality.

74

2.6 Shifting global powers

The Russian invasion of Ukraine in February
2022, resulting in a brutal war, is a stark and tragic
reminder of the continuous impact of global power
struggles and geopolitical interests on peace, security
and sustainable development.

Global politics and dominant powers have shaped
international relations and development from
ancient empires to colonialism and imperialism,
to the cold war period and the new multilateral
world order emerging in the late twentieth century
under US leadership. Imperial transitions and
global power shifts are critical junctures which
redefine the rules of the game of international policy
making. They can result in a repositioning of the
different players and bring new opportunities and
constraints, as well as potential periods of increased
instability and risk.'®> Emerging powers are changing
the global power balance and the political economy,
while bringing new interests and ideas into the
international arena, with important implications for
global governance and multilateralism, seen most
concretely in the elevation of the G20 to a leaders’
level forum in 2008. Declining powers, meanwhile,
can present important security risks: “Playing rogue
is the weapon of great powers in decline.”!®4

Since the end of the Second World War and the
creation of the United Nations, the global world
order has shifted from a bipolar structure prevalent
during the cold war period, with the United States
and the Soviet Union as major rivals, to a unipolar
world under US hegemony that emerged after the
fall of the Berlin Wall in 1989 and the concomitant
demise of socialist regimes in Eastern Europe and
the FSU. This reinforced the geopolitical power
of the West, “removed the East—West bargaining
chip, and appeared to justify anti-statist and anti-
Keynesian policy positions.”'® US hegemony
entered a new phase with the declaration of a US-led
global War on Terror after the 9/11 Al-Qaeda attacks
on the World Trade Centre in 2001. This ushered
in two decades of (increasingly technologically-
driven) securitization and militarization approaches
dominating international (and domestic) affairs, with
“politics of borders” manifesting in a proliferation
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Table 1.1 Metrics of global power: GDP, population, military expenditure (percent of world total)

GDP Population Military expenditure

1990 2020 1990 2020 1990 2020

United States 26.3 24.7 4.7 4.2 45.6 40.3
China 1.6 17.4 215 18.2 1.4 13.1
European Union 28.6 18.0 8.0 5.8 20.2 12.1
Japan 13.8 6.0 2.3 1.6 4.0 25
India 1.4 31 16.5 17.8 1.5 3.8
Russian Federation 2.3 1.8 2.8 1.9 1.1 3.2
Brazil 1.7 1.7 2.8 2.7 1.3 1.0

Source: World Bank 2022.
Note: GDP measured in current USD.

of walls and fences worldwide in a context of
increasing xenophobia and antiimmigration.'
These developments, in combination with US-led
wars in Afghanistan and Iraq, as well as numerous
counterterrorism military operations, led to major
destruction of lives, livelihoods and infrastructure

and at times intensification of local conflicts.'”

The current world order is described as multicentric
or multipolar, with increasing geopolitical influence
of countries such as China (and, to a lesser degree,
other BRICS countries such as India, Brazil and
South Africa, as well as other emerging markets
such as Indonesia, Mexico, South Korea or Turkey)
alongside the traditional powers—the United States,
Europe and Western allies. In this group, the current
hegemon, the United States, and the rising power,
China, are singled out as the two most important
countries in the international system, engaging in
both cooperative and rivalrous webs of relations,'*®
while the most recent developments signal that
Russia is reclaiming terrain in this US-dominated
multipolar order, with highly disruptive impacts.

The shift in global power from a bipolar structure
to a stronger role for a number of global South
countries is reflected not only in terms of economic,
demographic or military power (table 1.1), but also
in ideational and epistemological shifts captured
by terms such as decolonizing and decentring
knowledge and politics or shifting the geopolitics
of knowledge.!” In this context, recent efforts to
redress cultural injustices related to colonialism, for
example, the transfer of cultural and artistic artefacts,
as well as debates around climate justice (see chapter
2), are of importance, as are decolonial reflections
on the Covid-19 crisis."® Increasing South-South

cooperation is also highly relevant, supported in the
United Nations through the UN Office for South-
South Cooperation (UNOSSC).1"!

Aiming to measure countries’ international weight,
Dervis (2018) identifies three criteria: the size of
the population; the size of the economy, measured
by GDP; and military power, measured by defence
expenditure. If all three metrics are considered to
be equally important, the United States, China,
the European Union (considered one actor),
Japan, India, Russia and Brazil emerge as the key
international powers. Comparing the evolution of
these indicators over time, the picture that emerges
situates the United States and China at the top,
with the European Union following and India as a
potential future candidate in the top ranking (see
table 1.1).1"”? When focusing on economic activity
from a geographical perspective, it becomes clear that
the global economy’s centre of gravity'”—the average
of economic activity across geographies—has shifted
east and is projected to move further eastward from
the previous mid-Atlantic centre of gravity between
North America and Western Europe.

Additional power sources can be added to this
metric. McCoy et al. (2012) include technological
innovation as a basis for applied science and military
systems as well as energy sources such as natural
gas reserves (of which an estimated 60 percent is
held by Russia and Iran), an issue that has gained
high relevance since tensions emerged between
the United States, the European Union, Germany,
Ukraine and Russia over the Nordstream 2 gas
pipeline'™ and recently in the context of the Russian
invasion of Ukraine in February 2022. Russia’s
threat to use nuclear weapons against any country
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entering the war further highlights that Russia,
despite its weak position in terms of economic
power, population and military expenditure, ranks
first in one important power resource: it holds the
largest number of nuclear warheads in the world."”
Interestingly, all five permanent members of the
security council are also the world’s largest nuclear
powers, with Russia and the United States possessing
around 20 times more nuclear warheads than the
others combined (figure 1.8).

Figure 1.8 World nuclear forces in 2022
(inventory of nuclear weapons)
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Notes: Last updated February 2022. Total inventory includes
warheads in the military stockpile as well as retired but still intact
warheads in the queue for dismantlement.

Power is about interactions and relationships, and
leaders’ ability to use resources and skills to achieve
intended results through interaction with others.'7
The concept of soft power, popularized by Joseph
S. Nye (1990), has increasingly entered the field of

international relations and can be understood as

the power of attraction (as opposed to coercion).
Nye identifies three sources of soft power: culture,
political values such as democracy and human
rights, and policies that are legitimate because they
are framed with an awareness of others’ interests.'”’

While the security role played by the United
States, especially when it is deployed outside of any
multilateral or international framework, has received
much criticism, culminating in the recent withdrawal
from Afghanistan after 20 years of military presence
and trillions of dollars of investment,”® analysts
tend to agree that no other power will be able to
take up the role anytime soon."” The United States
is still considered ahead of China,'® despite China’s
efforts in vaccine diplomacy during the Covid-19
pandemic and infrastructure development in the
global South in the context of its Road and Belt
Initiative.'® According to Nye (2022), this is also due
to the soft power assets embedded in US civil society
and culture.

Much has been said about the supposed decline of
US power'® and the impacts of the new multipolar
world order on development opportunities in
the global South and on North-South relations.
One key question is the impact on multilateralism
and institutions, both formal
intergovernmental organizations such as the
United Nations, the WTO and IFIs, as well as
informal clubs such as the G7, G20 and BRICS,
and global agendas such as the SDGs, the Paris
Agreement and the human rights agenda. A range
of factors is already undermining multilateralism,
for example, postcolonial backlash against Western
dominance, populism emerging in several countries
and eroding liberal values multilateral institutions
are founded upon, nationalist leaders contesting
and withdrawing from multilateral institutions
and international treaties (including Western
leaders), stalling trade negotiations of the WTO
Doha round, the dismantling of the Iran nuclear
deal, chronic lack of financial resources, inefficient
decision-making processes and power asymmetries
(see chapter 5). The question then emerges
whether the hypothesis on the adaptability and
durability of multilateral arrangements still holds,'**
and which measures need to be adopted to increase
the problem-solving capacity of multilateralism in
a time when international collaboration to address
global challenges is needed more than ever before
(see chapter 5).1%

international



Regarding the potential implications of power shifts
for the global South, perspectives from the global
South are revealing. Some analysts are critical of
the neoliberal world order and the globalization
project, which have been promoted by successive US
governments over the last four decades.’® They are
also sceptical about the hegemon’s ability to continue
to discipline the rest of the world (in particular after
the most recent withdrawal from Afghanistan and
the Russian invasion of Ukraine), to remain a (or
the) dominant economic power and to overcome its
deep internal political polarization.’” Scholars such
as Canterbury (2021) see new opportunities arising
for Africa’s development in a multipolar world
order, in particular regarding non-traditional sources
of finance and less reliance on the IFIs. He argues
that a mix of competition and cooperation between
the United States and more stateled approaches
prevalent in the European Union, Russia and China
might open up developmentalist alternatives for the

global South.

Finally, the implications of the Russia-Ukraine war
are not boding well for the global South as it could
lead to a reinvigoration of the spheres of influence
doctrine in Africa and elsewhere; affect food and
energy importers through oil, wheat and other grain
and fertilizer price hikes; and worsen the widening
post-pandemic debt crisis that affects an increasing
number of developing countries (chapter 2). It
could also result in aggressive competition between
Russia and Western countries to gain political and
economic allies in the global South,'® prompting
some scholars to call for a new non-aligned
movement of developing countries.'®

Global long-term trends such as globalization,
technological  progress, demographic  change
and shifts in geopolitical power dynamics have
profound impacts on development. Whether
positive opportunities associated with trends can
be harnessed to realize the SDGs and benefit more
people depends on the policies chosen to govern
them. The following chapters analyse how crises
and inequalities are interlinked with global trends
and the dominant policy approaches that have
shaped them, which has resulted in unraveling
social contracts and growing divides and fractures.
The report will also provide positive policy examples
and proposals on how to govern global trends in
the interest of sustainable development, peace and
human rights.

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

3. Overview

This final section summarizes the different chapters
and the related questions addressed in the report.

3.1 Chapter 2 - Inequalities in times of
crisis: How did we get here?

When taking a deeper look at the system that has
ushered in an age of crisis, we understand that the
inequality, environmental degradation and lack
of resilience it has produced is built in by design.
Multiple and interdependent crises, inequalities and
the demise of social contracts are interlinked, from
various economic and financial crises associated with
neoliberal globalization; to the crisis of climate change,
biodiversity loss, pollution and unsustainable resource
use that has been unfolding over two centuries,
reaching alarming tipping points; to the care crisis
which manifests itself through a disproportionate
amount of unpaid care work placed on women and
an undervaluation of care services in the market; to
a political crisis that is characterized by increasing
power asymmetries, a backlash against human rights,
democratic principles and multilateral governance,
decreasing citizen trust and eroding state legitimacy,
and an unprecedented level of protests and violent
conflicts. The Covid-19 pandemic is a “great revealer”
of the inherent flaws of this system in terms of both
the conditions that led to it, specifically the closing-
in of human civilization on natural ecosystems, and
the outcomes it has produced. What are the policy
choices that have resulted in the current situation of
multiple crises and rising inequalities’ How can we
break the vicious cycle between inequality, crisis and
unsustainable development?

3.2 Chapter 3 - The age of inequality:
Intersecting inequalities and power

When poverty intersects with inequalities associated
with gender, race, ethnicity, caste, age, sexual
orientation, migrant or refugee status, location or
other markers of group identity, it creates particularly
oppressive and protracted forms of disadvantage that
impede people from developing their capabilities
and contributing fully to society. Addressing
these inequalities is not only a question of social
justice, but also a key condition for achieving more
sustainable development outcomes. Inequality has
adverse impacts on growth, macroeconomic stability,
poverty reduction, health, nutrition and educational
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Against a global backdrop of
growing inequality, increased
polarization and rising right-
wing populism, understanding
how governments and elites
maintain their hold on the
public is crucial to address the
power gap in society.

— Anya Schiffrin
Professor, Senior Lecturer,
Columbia University
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indicators, social protection and employment, gender
equality, human rights and democratic governance.
At the top of the income and wealth pyramid,
economic, social, environmental and political
privileges accumulate, building the foundation of
elite power that often opposes transformative change
toward greater social, climate and economic justice.
The Covid-19 pandemic has amplified pre-existing
inequalities, but also helped to expose the extreme
state of fracture of our world, pushing forward a
consensus on the need to change the system that
led us into the crisis. What is the current evidence
on vertical and horizontal inequalities, how do they
affect the implementation of the SDGs and how do
they shape the uneven impacts of crises? What are
the power dynamics underpinning these intersecting
vertical and horizontal inequalities?

3.3 Chapter 4 - Toward a New Eco-Social
Contract: Actors, Alliances and Strategies

The twentieth-century social contract—an implicit
bargain between economic imperatives of growth and
productivity, and social imperatives of redistribution
and social protection—has broken down and cannot
sustain the transformative vision of the 2030 Agenda.
The breakdown of the social contract manifests itself
in multiple global crises, rising inequalities and the
deep divisions in our societies. Multiple actors call
for a new social contract, but visions differ on what
an ideal social contract should look like. Indeed, it
is important to recognize the variety of normative
and real-world social contracts as well as the power
asymmetries and structural inequalities shaping
them. Recent history shows that social contracts
are not set in stone but renegotiated when contexts
change, or when contracts lose legitimacy and
support. Countries have created new social contracts
at critical junctures, in response to regime changes

and citizens’ demands, embarking on a variety
of institutional and policy reforms. To overcome
present challenges and lay the foundations for just
and sustainable societies and economies, this report
suggests uniting all stakeholders in deliberations
on a new eco-social contract based on principles
of inclusivity, human rights, social justice, respect
for planetary boundaries and our global commons,
solidarity and multilateralism. How can diverse
understandings of the concept of the social contract
help us to make sense of the current situation and to
create new visions and alliances for transformative
change? What type of real-world social contracts
exist, and how have they changed over time! What
are key propositions from different actors on how
to reform social contracts? When rethinking social
contracts, which principles can guide us in creating
a new eco-social contract for sustainable futures!

3.4 Chapter 5 - A new way forward:
Pathways for social, economic and
environmental justice

Establishing a new eco-social contract to overcome
inequalities and address multiple crises and the root
causes of unsustainable development requires that
we change our mindset, rethink priorities and move
away from a dominant focus on growth and profits.
A new eco-social contract needs to be grounded in
integrated approaches for economic, social, climate
and gender justice. Such a contract would rein in
hyperglobalization and financialized capitalism;
connect the spheres of production and reproduction
through establishing a caring economy in ways that
impede the exploitation of people and the planet;
and reinvigorate a transformative social turn based
on universal social policies, decent work and a rights-
based approach. Pathways toward a new eco-social
contract can be built on a new development model
consisting of three key pillars: alternative economic
approaches that centre environmental and social
justice and rebalance state-market-society-nature
relations, transformative social policies based on a
fair fiscal contract, and reformed and strengthened
multilateralism and solidarities. What is needed to
move this agenda forward and secure our common
future is a combination of progressive leadership
that goes beyond elite preferences and is inspired
by the common good and public interest, together
with grassroots pressure from below by progressive
social movements and civil society, supported by
multilateral organizations and frameworks. What are
the policies that address inequalities and enhance
social and climate justice’ How can we build the
alliances and coalitions to support a new eco-social
paradigm for sustainable development?Ignis audit
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Inequality can take many forms that raise different
political and social concerns: highly skewed income
and wealth distribution raises questions about
fairness in the way individuals experience life;

how the prevalence of absolute or relative poverty,
discrimination and marginalization is morally
unacceptable; and the ways in which extreme
inequality marked by the concentration of wealth

is troubling as it can give rise to elite capture of
policy-making processes and threaten social stability.
Sustainable Development Goal (SDG) 10 targets
reducing inequalities within and between countries.
However, current discourse with respect to SDG

10 largely focuses on those who are excluded,
marginalized and living below the poverty line.

For example, the 2022 Sustainable Development
Goals Report calls attention to the rise in refugees,
migrants and relative poverty, that is, the proportion
of a population living on less than half the national
income, and workers’ share of income. In contrast,
little attention is given to the top of the distribution:
the rich and powerful.

This narrative within the SDG discourse that
represents inequality as poverty and exclusion is

not an accident. It accurately reflects the inequality
agenda in the SDG framework that is dominated

by targets and indicators focusing on the bottom of
the distribution rather than the top. As many who
followed the negotiations between 2012 and 2015
will recall, inequality was one of the most contentious
issues. SDG 10 was in and out of multiple drafts

and it was uncertain until the last moment if it would
survive. But the negotiations around the goal were
not simply about whether or not it would be included,
but about how inequality would be defined.

Inequality is a politically sensitive issue that has
been avoided in development debates for decades.
But in the context of the time, it could not be
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excluded from the SDGs. The glaring failure to
include inequality in the Millennium Development
Goals (MDG) framework in 2000 has been heavily
criticized, and inequality has since emerged as a
major political and social issue. For example, social
movements across the world—such as Occupy

Wall Street in New York City—have protested the
capture of the economy by the top 1 percent. At
venues such as the World Economic Forum, global
leaders in politics, business and academia have
ranked extreme inequality as the number one
threat to social peace and economic stability. While
the importance of inequality could not be denied,
there was much contestation around how and by
what definition it should be included in the SDG
framework: should it be a free-standing goal or
mainstreamed? Inequality of what among whom?
During the formulation process, two competing
perspectives emerged: “extreme inequality” and
concern over the concentration of power and
wealth at the top of the distribution; and “exclusion”
and concern over vulnerable and marginalized
populations’ lack of access to opportunities. It is
important to note that these two perspectives also
imply different types of policy response. Extreme
inequality poses a radical challenge to reconsider
the economic model and to redistribute wealth, while
social exclusion invites a social protection approach
to inequalities.

Proponents of a strong inequality agenda—from
academia, civil society, many developing country
delegations and several UN organizations such as
OHCHR, UNICEF and UNRISD—argued for a stand-
alone goal. They voiced concerns with extreme
inequality, including marginalization, discrimination
and the concentration of power and wealth at the
top of the distribution. Those opposed to a free-
standing goal conceptualized inequality narrowly as
poverty and exclusion. Many high-income country
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Sustainable Development

Goal (SDG) 10 targets reducing
inequalities within and between
countries. However, current
discourse with respect to SDG
10 largely focuses on those
who are excluded, marginalized
and living below the poverty
line. ... In contrast, little
attention is given to the top of
the distribution: the rich and
powerful.”

delegations and prominent academics vigorously
argued that an inequality goal would be redundant.
As the delegate for the United Kingdom put it during
the negotiations, inequality could be addressed
“through goals and targets related to poverty
eradication; equal access to productive and other
assets; social protection floors; gender equality;
elimination of discriminatory practices, policies and
laws; and job-rich and inclusive growth.”?

Ultimately, a stand-alone goal was included in the
agreed SDG framework adopted by the UN General
Assembly in September 2015. However, the targets
focus primarily on poverty and exclusion, and they do
not take into account the distribution of wealth within
and between countries or make reference to extreme
inequality.

In the early stages of the negotiations, the World
Bank and several donors advocated for defining the
target for income inequality (SDG 10.1) as “shared
prosperity,” that is, the incomes of the poor growing
faster than the national average. The corresponding
indicator, growth rate of income per capita of the
bottom 40 percent of the population compared with
the national average, was included in the indicator
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framework proposed by the technical committee, the
Inter-Agency and Expert Group on SDG indicators
(IAEG-SDG), despite considerable pushback from
many delegations, civil society organizations, UN
agencies and other stakeholders. These groups
proposed alternatives such as including targets on
vertical distribution, and the use of measures such
as the widely used Gini coefficient and the Palma
ratio—that is, the ratio of the top 10 percent of the
population’s share of national income divided by
the share of the bottom 40 percent. However, these
alternatives failed to gain traction.

The choice of these measurement tools is
supposedly technical, but behind a seemingly
technical choice lies a political agenda.® The Gini
best captures shifts in the middle of the distribution,
the Palma ratio at the top, and the shared prosperity
measure at the bottom. The choice of the shared
prosperity measure excludes from the narrative the
problems of extreme inequality and the power of the
wealthy.

There is no consensus among philosophers and
economists on how much inequality should be
desirable for any society. For a long time, the
standard economic argument held that inequality
was constructive and part of a necessary incentive
for hard work and talent. But more recently, new
literature and theories have emerged about the
destructive effects of inequality.* High inequality

is increasingly associated with rent seeking and
monopoly power, as well as the elite capture of
policy-making processes and the erosion of social
cohesion and democracy. Indeed, economist and
public policy analyst Joseph Stiglitz (2012) argues
that inequality has a dampening effect on demand
and economic growth and is associated with
economic instability.

The focus on inequality as poverty and exclusion
is unfortunate in today’s political economy, where
vested interests obstruct policies to combat key
challenges to sustainability and social equity such
as climate change and the Covid-19 pandemic.
Covid-19 and its socioeconomic consequences
have disproportionately affected the poorest and
most marginalized populations. But the pandemic
has helped to expose the underlying power
structures that perpetuate inequality. For example,
the international community failed to address
accessibility obstacles when gross inequalities
regarding access to Covid-19 vaccines emerged.
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Similarly, the contestation over enacting a TRIPS
waiver—the proposal to waive certain provisions

of the WTO Trade-Related Aspects of Intellectual
Property Agreement (TRIPS) for Covid-19 vaccines,
medicines and diagnostics for the duration of the
pandemic—is illustrative of the power corporations
and high-income governments wield to defend their
interests. Tabled by India and South Africa in October
2020 to respond to the critical vaccine supply
shortages and lack of access for low- and middle-
income countries, the proposal was supported

by over 100 countries but vigorously opposed by
pharmaceutical lobbies and most high-income
countries. According to the South Centre (2022),
after 18 months of negotiations, the agreement
reached in 2022 was so diluted that its impact is
likely to be limited. In response, the co-chair of the
People’s Vaccine Alliance, Max Lawson, stated: “This
is absolutely not the broad intellectual property
waiver the world desperately needs to ensure
access to vaccines and treatments for everyone,
everywhere. The EU, UK, US, and Switzerland
blocked that text.”®

Leading pharmaceutical companies and high-income
countries have also rejected participating in other
important multilateral initiatives to overcome barriers
to equitable access such as the World Health
Organization (WHO) Covid-19 Technology Access

Pool and the Vaccine Technology Transfer Hub. Even
in the face of a devastating global pandemic, these
powerful corporations and governments resist efforts
to address systemic obstacles to equitable access to
medical technologies, to prioritize health care as a
human right and to institutionalize essential vaccines
and medicines as a global public good.

In his foreword to the 2022 Sustainable
Development Goals Report, UN Secretary-General
Antonio Guterres (UN 2022:2) called for “bold
action” in an “urgent rescue effort for the SDGs.”
Tackling extreme inequality should be a top priority.

Endnotes

1 UN 2022.

2 UK 2014.

3 Fukuda-Parr 2019.

4 Birdsall 2001; ISSC et al. 2016; Stiglitz 2012; Wilkinson
and Pickett 2009.

5 People’s Vaccine Alliance 2022.
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One feature of the world today that most strikingly
captures global inequality is the production and
distribution of Covid-19 vaccines.

The rapid development of these vaccines shows
how much can be achieved when significant public
investment and support are matched with human
inventiveness and private sector involvement. At
the same time, however, global vaccine production
has been limited and its distribution very unequal,
pointing to momentous failures in how we organize
our economies and govern innovation. Unequal
vaccine access has dramatic consequences: in
addition to unnecessarily prolonging the pandemic
in less vaccinated regions, it has enabled the
emergence of new variants of the coronavirus that
are more infectious, which in turn affects even those
countries where vaccines are widely available.

Since vaccines are the first and most effective line
of defence against Covid-19, there are huge public
health and economic benefits to vaccinating as much
of humanity as possible, as quickly as possible. Yet,
two years after the first vaccines were approved,

the gaps in vaccination rates remain startling. By
mid-2021, 75 percent of all Covid-19 vaccinations
had been administered in only 10 (mostly rich)
countries.* By September 2022, in North America
and Europe, around two-thirds of the population was
fully vaccinated, and many had been provided with
additional booster doses, with remaining gaps due to
vaccine hesitancy rather than shortage. By contrast,
in Africa less than 30 percent of the population had
received even one dose. In the Democratic Republic
of the Congo, only 3.2 percent of the population had
been fully vaccinated.?

A pandemic can be overcome only when it is
conquered everywhere. Letting the virus spread
unchecked in any part of the world accelerates the
emergence of new viral variants, against which the
current vaccines could be less effective.® Indeed, the
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emergence of new variants led to the perceived need
for third and fourth “booster” doses in some rich
countries, even as first doses remain in short supply
in many developing countries. Equitable vaccination
distribution is not just ethically desirable, it is also a
public health and economic imperative. In addition to
prolonging the pandemic and preventing a return to
“normal” life, vaccine inequality inhibits and delays
global economic recovery. These risks are so great
that if the governments of rich countries had simply
decided to pay for the entire cost of vaccinating all of
the world’s population, their economies would have
benefited materially.*

So why did this not happen? Despite a global
facility (Covid-19 Vaccines Global Access Facility,
or COVAX, led by the World Health Organization
[WHO] and others) set up specifically to distribute
vaccines equitably to the world, an “every-country-
for-itself” approach dominated national responses.
COVAX was significantly underfunded and was not
able to purchase the vaccines required for free
distribution to poor countries as planned, so its
actual distribution fell well short of its own plans.
Out of around five billion vaccine doses administered
globally by the end of August 2021, less than 5
percent were distributed by COVAX.®

Rich countries took the lion’s share of early doses
of the approved Covid-19 vaccines, by signing
(often opaque) bilateral deals with pharmaceutical
companies. These vaccine grabs sometimes
amounted to several times what could be
administered to their own populations, leading to
large stockpiles of doses—some of which had to
be destroyed because the vaccines reached expiry
dates without being administered.

The vaccine shortage was unnecessary because
supply of vaccines need not have been so
constrained. The production of Covid-19 vaccines
has been limited by a lack of technology transfer.
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There are two impediments: the legal constraints,
cemented by the Trade-Related Aspects of
Intellectual Property Rights (TRIPS) agreement of the
World Trade Organization (WTO); and the (related)
ability of major pharma companies to monopolize
knowledge created mostly by publicly funded
research.

Consider the patents issues first. Patents and other
intellectual property rules are supposed to ensure
rewards for invention and innovation, without which
it is believed that technological change would
either not occur or be limited. The pharma industry
has successfully argued that because of the high
costs and risks of developing new drugs, which
may not succeed even after years of research and
development (R&D) effort, it needs the incentive

of property rights over this knowledge, thereby
conferring a monopoly over supply and pricing.

But in reality, pharma companies typically do only
the “last mile” research for most drugs, vaccines and
therapeutics: the bulk of the research, not just the
basic science but also more advanced discoveries
that enable breakthroughs, is publicly funded.
Increasingly, big companies acquire promising
compounds and other knowledge from labs and
smaller companies that have benefited from public
investment and subsidies. Indeed, big pharma
companies typically spend relatively little on R&D—
much less than what they spend on advertising and
marketing, and a small fraction of what they pay
out in dividends to shareholders or share buybacks
designed to increase stock prices.®

In the specific case of Covid-19 vaccines, big pharma
companies not only benefited from prior publicly
funded research and reduced costs of clinical
testing due to large numbers of unpaid volunteers
for trials, but also received massive subsidies
from governments—public financing that mostly
covered their R&D costs.” In the United States
alone, the six major vaccine companies received
over USD 12 billion in public subsidies; other rich-
country governments also provided subsidies to
these companies for developing these vaccines.®
Even Pfizer, which claimed to have received no
government support, benefited from USD 445
million provided by the German government to
BionNTech, which developed the vaccine and also
received significant logistical support from the US
government.® Yet even though these companies
could succeed in developing the vaccines largely
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Equitable vaccination
distribution is not just
ethically desirable, it is also
a public health and economic
imperative. In addition to
prolonging the pandemic

and preventing a return

to ‘normal’ life, vaccine
inequality inhibits and delays
global economic recovery.”

because of support funded by taxpayers, they were
granted exclusive rights over this knowledge. They
have used this to limit supply and keep prices

high even as the global pandemic rages on in the
developing world. The major pharma companies
producing Covid-19 vaccines enjoyed massively
profit increases in 2021 (Pfizer, for example, nearly
doubled its revenues to more than USD 81 billion,
while profits more than doubled to USD 22 billion.*°
Pfizer and Moderna both raised their prices for
subsequent orders of their Covid-19 vaccines.

This is why the majority of WTO members have
proposed that intellectual property rights (IPRs) be
suspended for Covid-19 drugs, vaccines, diagnostics
and other technologies for the duration of the
pandemic, until global herd immunity is achieved.
Such an arrangement was overseen by the US
government, for example, for the production of
penicillin during World War 11.1* This is important
because even when a single producer declares that it
will not enforce its patent, the multiplicity of patents
involved in the production of the new vaccines
makes it difficult for new producers and complicates
the possibility of compulsory licensing, under which
a government can award individual companies a
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licence to produce a particular product. A TRIPS
waiver would eliminate the possibility of other patent-
holders suing any producer using that technology
and thereby enable scaling up of production. The
United States and Australia, which had previously
opposed the waiver, moved to support it in mid-
2021. But pressure from other countries (mostly in
Europe) prevented this waiver from being approved
and led to a much-watered-down compromise in the
WTO, with likely limited effect.

However, waiving IPRs, while essential during this
pandemic, is merely a first step, addressing only the
legal side of the problem. The next step is to ensure
the actual transfer of technology to manufacture
the vaccines. There are many potential producers
of such vaccines across the world in countries,

from Canada to Bangladesh, with the required
facilities.*? They have requested that the major
vaccine producers provide the licences and technical
know-how to enable them to proceed but have thus
far been denied. Not a single company has joined
the voluntary facility for the sharing of technology
set up by the World Health Organization (WHO),

the Covid-19 Technology Access Pool (C-TAP). The
WHO has been involved in setting up an mRNA tech
transfer hub in South Africa to enable wider vaccine
production in Africa, but not only did the big pharma
companies refuse to assist with this, Moderna has
filed cases of intellectual property infringement
against the hub.®

But since these vaccines were developed with large
subsidies from governments in the United States,
Europe and elsewhere, could these governments not
lean on these companies to share the knowledge
that was created with public funding? (Cuba has
declared that it will do so for its new vaccine
candidates—albeit vaccines that have not, at the
time of writing, been approved by a regulatory
agency or the WHO).* In the United States, the Biden
administration persuaded Johnson & Johnson to
share its technology with Merck to ensure larger
domestic production of its single-dose vaccine. It
could similarly push the pharma companies it has
funded to share knowledge with a larger number of
producers across the world.

All these proposals are easily achievable. More
funding for COVAX could come from the countries
not planning to use their share of the International
Monetary Fund’s (IMF) new issuance of USD 650
billion of Special Drawing Rights, an international
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reserve asset meant to ease liquidity constraints in
times of crisis.*®> The TRIPS waiver could be passed
tomorrow if just a few countries stopped opposing
it. Pharma companies, especially those that have
benefited from public funding, could be prodded

or persuaded to share their know-how with other
producers across the world.

The achievement of such proposals is held back by
constraints that are mainly political, reflecting the
significant lobbying power that large corporations
have with states across the world. But such
constraints are binding only if citizens do not apply
sufficient counterpressure on their governments. This
is necessary not only to ensure the vaccine equity
that is essential to deal with the Covid-19 pandemic,
but also to achieve the international solidarity that

is @ minimum requirement for humanity to address
other existential threats such as that posed by
climate change.

Endnotes

1 RFI2021.

2 Qur World in Data n.d.

3 WHO 2021.

4 UNCTAD 2021.

5 Mueller and Slotnik 2021.

& Dickinson 2021.

7 Allen 2020.

8 MSF 2020.

° Mango 2022.

10 Pharmaceutical Technology 2022.

11 Medicines Law & Policy 2021.

12 Biolyse Pharma 2021; Cheng and Hinnant 2021; Molla
2021.

3 Maxmen 2022.

4 Reuters 2021.

15 IMF 2021.



@ SPOTLIGHT CRISES OF INEQUALITY  SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT

References

Allen, Arthur. 2020. “For Billion-Dollar COVID Vaccines, Basic
Government-Funded Science Laid the Groundwork.”
Scientific American, 18 November.

Biolyse Pharma. 2021. “Canadian-Pharma Solution to Aid
Worldwide COVID Vaccine Access.” Biolyse Pharma, 11
March.

Buchholz, Katharina. 2021. “Infographic: How COVID-19
Vaccines Changed Pharma Company Profits.” Statista, 15
November.

Cheng, Maria and Lori Hinnant. 2021. “Countries Urge Drug
Companies to Share Vaccine Know-How.” AP News, 20
April.

Dickinson, Tim. 2021. “Katie Porter Delivers Another Knockout
Punch.” Rolling Stone (blog), 19 May.

IMF (International Monetary Fund). 2021. “IMF Governors
Approve a Historic US$650 Billion SDR Allocation of Special
Drawing Rights.” Washington, DC: IMF.

Mango, Paul. 2022. Warp Speed: Inside the Operation That
Beat COVID, the Critics, and the Odds. Washington, DC:
Republic Book Publishers.

Maxmen, Amy. 2022. “South African scientists copy Moderna’s
COVID vaccine.” Nature, 3 February. https://www.nature.
com/articles/d41586-022-00293-2.

Medicines Law & Policy. 2021. “Ensuring That Intellectual
Property Rights Aren’t a Barrier to Scaling-Up: The
Remarkable Example of Penicillin Production in the United
States during World War 1l.” Medicines Law & Policy (blog),
13 April 2021.

Molla, Mohammad Al-Masum. 2021. “Astrazeneca Vaccine:
Bangladesh Wants to Produce It Locally.” The Daily Star, 3
April.

MSF (Médecins Sans Frontiéres). 2020. “Governments Must
Demand All Coronavirus COVID-19 Vaccine Deals Are Made
Public.” Geneva: MSF International.

Mueller, Benjamin and Daniel E. Slotnik. 2021. “Covax, a
Global Program to Distribute Covid Vaccines, Cuts Its 2021
Forecast for Available Doses by a Quarter.” New York Times,
8 September.

Our World in Data. N.d. Coronavirus (Covid-19) Vaccinations.
Oxford: University of Oxford. Accessed 3 October 2022.
https://ourworldindata.org/covid-vaccinations.

Pharmaceutical Technology. 2022. Pfizer reports 92%
operational growth in full-year 2021 revenues. London:
GlobalData. https://www.pharmaceutical-technology.com/
news/pfizer-full-year-2021-revenues/.

Reuters. 2021.” Vietnam Says Cuba to Supply COVID-19
Vaccine, Transfer Technology.” Reuters, 24 August.

RFI (Radio France Internationale). 2021. “Ten Countries Have
Used 75 Percent of Covid Vaccine Doses: WHO.” 24 May.

UNCTAD (United Nations Conference on Trade and
Development). 2021. Trade and Development Report 2021.
From Recovery to Resilience: The Development Dimension.
Geneva: UNCTAD.

WHO (World Health Organization). 2021. “The Effects of Virus
Variants on COVID-19 Vaccines.” Geneva: WHO.

83



@ SPOTLIGHT

Reviving the commons
would reduce inequality

84

Guy Standing

Professorial Research Associate, SOAS University
of London; Fellow of the Royal Society of Arts;
Fellow of the Academy of Social Sciences; co-

founder and honorary-co-president of the Basic
Income Earth Network

Ever since Justinian Law was codified in Rome in AD
529-534, a form of property has been legitimized
as “the commons” (res communes). It is what
belongs to everybody equally. It includes the land,
air, water, the sea and minerals under the ground,
as well as institutions inherited as common property
or designated as such. The commons also refers to
a way of living, enshrined in the neglected idea of
“commoning”—shared, cooperative activities that
have shaped society throughout history.

In November 1217, common law in England was
further legitimized in the Magna Carta and the Carta
de Foresta, the Charter of the Forest. These declared
that every free person had equal civil rights and the
right to subsistence in the commons. The Charters’
principles became the foundation of all democratic
constitutions. The commons are also the bedrock of
republican freedom, the freedom to act without fear
of control by figures of unaccountable power. And
they have also provided informal social protection,
through access to resources.

Yet across the world in today’s era of rentier
capitalism,* there has been a plunder of the
commons.? This is not the “tragedy of the commons”
depicted by Garret Hardin (1968) in an influential
polemic, but the “tragedy of de-commoning.”
Globally, the commons have been depleted through
neglect, enclosure, commodification, privatization
and, most egregiously, neocolonial acquisition, with
foreign private-equity capital often used to acquire
ownership of a country’s commons. The plunder is
wholly illegitimate, amounting to the private theft of
common wealth. In the process, social inequalities
have worsened more than can be measured by
monetary incomes.

There are five types of commons—natural, social,
civil, cultural and knowledge—and they all limit
inequalities, partly because they have more use

CRISES OF INEQUALITY

value for low-income “commoners.” Land, water, air,
seashores and the sea are recognized commons
under common law, while other types of commons
are created, bequeathed or inherited as belonging
to, or for the benefit of, everybody equally. These
commons are the amenities, areas and institutions
that exist to give commoners—all of us within
communities—a better standard of living and a more
dignified life.

All forms of commons have been weakened, often

by administrative neglect during the austerity

era following the financial crash of 2008 and by
privatization. Austerity concealed the neoliberal
strategy of privatizing the natural commons, resulting
in the degradation of forests, parks, allotments,
village greens, urban trees and public waterways.

The plunder has also hit the social commons, such
as social housing, health services, care homes,
refuges for women and children suffering from
domestic violence, playgrounds, youth centres and
public transport. A result has been high death rates
in privatized under-resourced care homes, where
many residents come from lower-income families
and communities.

In many countries, parts of cities and towns have
been turned into POPS—privately owned public
spaces—resulting in lost access to what had been
zones of recreation. This has hit low-income people
harder than the rich, who usually have gardens and
second homes or live in leafy areas with cleaner air
and more open space.

Legal institutions are civil commons if they adhere
to legal principles established by the Magna Carta
and the Charter of the Forest. This means that
everybody should have access to an equal set of
legal institutions and be able to obtain justice,
with due process, affordable access to qualified

SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT
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representation, an independent judiciary and
punishment proportional to the offence. These
principles have rarely been respected adequately,
but in recent years they have been shredded, as
parts of judicial systems, including prisons and
probation services, have been privatized and
commercialized. This is a powerful form of inequality
and injustice, as are cuts to legal aid.

In some countries, homelessness has been
criminalized and made more unpleasant or
dangerous for health and survival. The main function
of the commons historically was to ensure survival
and subsistence in tough times. Erode that capacity
and you indulge in “social cleansing.” That will not
show up in income distribution statistics, but it is a
terrible form of inequality.

Then there is the erosion of the cultural commons,
shown in the loss of public libraries, the
commercialization of museums and art galleries,
and the disappearance of local theatres and places
of shared artistic activity. The global trend toward
reliance on commercial sponsorship is a form of
commodification, in which corporate or philanthropic
donors can dictate what the public sees and does
not see, inducing self-censorship.

Finally, there is an erosion of the knowledge
commons—information, education and “intellectual.”
Although we appear to have much more of it than in
the past, the information commons—that is, access
to balanced, objective, fact-based information—has
shrunk. We are bombarded incessantly by dis-
information and “fake news,” heavily funded by
plutocrats and zealots keen to manipulate our minds
and imaginations. Prominent tech corporations

have colonized the information landscape. The
manipulators are hardly likely to allow the media
they own to provide information that might make
electorates vote for progressive redistribution
policies. They favour politicians who will preserve
their wealth and power.

The education commons is vital for a good society.
Ideally, we rely on education to produce responsible,
altruistic citizens. But educational systems have
been privatized and commodified, epitomized by
MOOCs (Massive Open Online Courses), packaged
by corporations and sold around the world. These
are never neutral and tend to marginalize local and
vernacular knowledge that has been a hallmark

of the commons. That too is a form of inequality
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Globally, the commons

have been depleted

through neglect, enclosure,
commodification, privatization
and, most egregiously,
neocolonial acquisition,

with foreign private-equity
capital often used to acquire
ownership of a country’s
commons. The plunder is
wholly illegitimate, amounting
to the private theft of common
wealth. In the process, social
inequalities have worsened
more than can be measured by
monetary incomes.”

being spread by stealth, which is not picked up in
conventional statistics.

Then there is the plunder of the intellectual
commons. Since the World Trade Organization’s
Agreement on TRIPS (Trade-Related Aspects of
Intellectual Property Rights) came into force in 1995,
more ideas and innovations have become a source
of monopoly profits, guaranteeing sole ownership for
20 years in the case of patents, and for the whole of
life and much more in the case of copyright.

Understanding that ideas are public goods, Thomas
Jefferson declared: “Inventions then cannot, in
nature, be a subject of property.” But under rentier
capitalism, that is what they have become, to a
greater extent than ever. There are 15 million patents
in force today, with the number constantly rising.
Many result from publicly funded research; many

are filed solely to prevent others from producing
something, not to boost production.
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Contrary to the claims of apologists, there is no
correlation between the strengthening of private
property rights in ideas and growth or innovation.

It is a vehicle for increasing rentier income and
inequality. Witness the billions of dollars firms
manufacturing Covid-19 vaccines are making, after
receiving huge public subsidies to fund research and
development.

Less documented is the fact that we are losing

the “blue commons,” the sea, seashore, seabed

and marine ecosystems that make up over 60
percent of the planet. This was accelerated by the
passage in 1982 of the United Nations’ Convention
on the Law of the Sea (UNCLOS), which enshrined
the biggest enclosure in history. UNCLOS gave
national ownership of 200 nautical miles of the

sea around each littoral country, multiplying the

size of some jurisdictions, while giving nothing to
land-locked countries. Once enclosed, governments
could privatize and commodify the seas and their
contents, which they now owned. Extraordinarily, one
multinational, the world’s biggest chemical company,
BASF, now owns 47 percent of all the valuable
patents in marine genetic resources.® The plunder
of the blue commons will further worsen global
inequality.

What must be done? We need more awareness.
Knowledge of what the plunder of the commons
represents is still scanty. We need a campaign to
revive them and to appreciate their value. Elsewhere,
| propose that every country should set up a
commons capital fund, built from levies on those
who have gained from taking or having been given
commons, and from which commons dividends, in
the form of basic income payments, should be paid
as a way of reducing insecurity and inequality.

For example, we need high carbon taxes if we are to
curb the greenhouse gas emissions that are driving
the world toward extinction and an era of pandemics.
A high carbon tax by itself would be regressive as

it would represent a higher share of the income of
low-income people than of the rich and so would be
electorally unpopular. However, if it guaranteed that
the revenue would be recycled as equal common
dividends, it would be progressive and popular.

So, reviving the commons and gaining compensation
for commoners from those gaining from the plunder
of the commons should be part of a strategy to
reduce inequalities and to generate a Good Society
suited to the twenty-first century.
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@ CHAPTER 2

Inequalities
in Times of Crisis:

How Did We Get Here?

When taking a deeper look at the system that
has ushered in an age of crisis, we understand
that the inequality, environmental degradation
and lack of resilience it has produced is built in
by design. Multiple and interdependent crises,
inequalities and the demise of social contracts
are interlinked, from various economic and
financial crises associated with neoliberal
globalization; to the crisis of climate change,
biodiversity loss, pollution and unsustainable
resource use that has been unfolding over two
centuries, reaching alarming tipping points; to
the care crisis which manifests itself through a
disproportionate amount of unpaid care work
placed on women and an undervaluation of care
services in the market; to a political crisis that is
characterized by increasing power asymmetries,
a backlash against human rights, democratic
principles and multilateral governance,
decreasing citizen trust and eroding state
legitimacy, and an unprecedented level of
protests and violent conflicts. The Covid-19
pandemic is a “great revealer” of the inherent
flaws of this system in terms of both the
conditions that led to it, specifically the closing-
in of human civilization on natural ecosystems,
and the outcomes it has produced.
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1. Not a Flaw but a Feature

Realization of economic, social, cultural and
political rights has seen considerable progress over
the last decades in contexts of increasing economic
integration, technological progress, demographic
change and political power shifts (chapter 1).
More than one billion people have been lifted
out of poverty; women’s rights and protection of
minorities have expanded; human development
has improved through increases in life expectancy,
rising incomes and wider access to basic education
and health services; and democratic transitions
in several countries
authoritarian and colonial regimes into systems
where the rule of law is more respected and electoral
votes count. However, as we have argued in chapter
1 and will unpack further in chapter 3, progress has
been uneven and unstable, accompanied by rising
inequalities, with severe setbacks in social outcomes
when crises hit. Most importantly, advancements
have come at the cost of slow-burning crises of
climate change and environmental destruction
which are now approaching dangerous tipping
points while simultaneously reducing the capacity
of people to trust in and care for each other and to
leave no one behind.

have transformed former

How are multiple crises and inequalities interlinked
(figure 2.12), and what are the implications for social
contracts! What role did the ideological shift from
state-led development approaches in the postwar
period toward a marketled development policy
orientation in the early 1980s play! This chapter
argues that inequality has been a driver, amplifier
and consequence of multiple crises—economic,
environmental, social and political—creating a
vicious circle of instability, crisis and growing
disparities which undermines the social contract.
We understand crisis as systemic threats related to
institutional arrangements and structures (box 2.1)!
leading to “a disruption of social or natural systems
that threatens their sustainability and compromises
the provision of economic, social and ecological
goods and services on which human societies
depend” (box 2.1).2 Crises, whether originating
from economic, social, political or natural factors,
undermine livelihoods and put individual or
collective response mechanisms under stress, often
leading to a reversal of past achievements and hard-
fought progress, as recently experienced during the
2008 financial crisis and the Covid-19 pandemic.’?

They are equally typically associated with a strength-
ening of elite power, rising inequalities, social
fractures, setbacks in workers’ rights and backlash
against minorities or marginalized groups. Crises
can result in decreasing state legitimacy and trust,
and they can hollow out democratic rights once top-
down or authoritarian crisissmanagement approaches
and shock responses take hold or get entrenched,*
or when social and economic grievances and an “us
against them” attitude usher in the rise of populist
forces or illiberal democracies (see section 5.5). Crises
are of different types, scope, duration and impact,
but are increasingly disrupting the very foundations
of human life on this planet and threatening the
ambitious common agendas, such as the Sustainable
Development Goals (SDGs) and the Paris Climate
Agreement, that the global community has agreed
upon to ensure every person can live a dignified and
peaceful life, now and in the future (see box 2.1).

Understanding how we got here, to this moment of
urgency and systemic threats, is the key objective of
this chapter. Moments of crisis unsettle conventional
thinking about development paths, disrupt accepted
world views and present opportunities to rethink
and change direction away from business as usual.
Whether opportunities to change direction in a
crisis context are embraced depends on a variety
of factors, including the distribution of costs and
benefits associated with reforms, how they affect
elite interests, whether they gain support and are
supported by broad-based political coalitions, and
whether implementation is practically feasible.’

Over the past half-
century, the efficient
operation of the
market for the pursuit
of private profit has
been allowed to run
roughshod over any
notion of the public
good.

~Mariana Mazzucato
Professor, University College London




Policy responses are shaped by crisis interpretations
and narratives, either aiming at restoring the status
quo ante or targeting more radical changes.®

This chapter takes a deeper look at the system which
has ushered in an age of crisis, understanding the
inequality, degradation and threat to resilience it has
produced as built in by design. It will show that our
current economic model is not stable and fails to stay
within planetary boundaries. Instead, the economy
serves to create and reproduce crises in various
spheres, and they are endogenous to the system.’
Acknowledging this would allow us to move to a
bolder agenda for transformative change, addressing
the structural drivers of crises and inequalities.®

Box 2.1 Understanding crisis

Crises are systemic threats that require urgent action to
avert the danger. They can be defined as processes in
which the structure of a system is called into question.
While crisis is often understood as an unforeseeable,
surprising, short-term event, this report adopts a crisis
definition that allows one to link crisis with structures
of the system and therefore to identify tendencies
toward crisis or crisis-proneness. In this approach,
crises are not (only) events but (also) mechanisms
that lead to events.? Crises are defined differently
according to type of crisis and the sphere in which
they originate or unfold, for example, in economic,
social, political or ecological spheres, or within a
specific dimension, regarding different policy areas or
sectors (for example, in the economic sphere, we can
distinguish between banking, currency, debt, inflation
or growth crises). A broad understanding of crisis
which encompasses both social and natural systems is
especially useful to analyse interlocking socioeconomic
and ecological crises in tandem, defining crisis as “a
disruption of social or natural systems that threatens
their sustainability and compromises the provision of
economic, social and ecological goods and services on
which human societies depend.”® Large parts of these
social and natural systems are outside the market
sphere, where production and distribution of goods
and services are not coordinated through exchange for
mutual benefit within a system of property rights, for
example, in the case of natural resources or care for
others. If the market sphere draws on these systems
without compensation and attention to their needs, it
tends to deplete resources and undermine resilience,
reaching social and ecological tipping or breaking points
with harmful and long-lasting effects.

a Offe 1976; ® Heintz et al. 2021.
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Chapter key messages

Inequalities and crises are not inevitable, but to a large
extent the result of policy choices. Our global economic
system has ushered in an age of crises, with inequality,
degradation and threats to resilience built in by design.

®00000

The shift toward market fundamentalism has increased
inequalities, instability and systemic economic and financial
crises, leaving all but the wealthiest highly vulnerable to
shocks. enn00

The environmental and climate crisis, closely related to
global inequalities and unsustainable economic systems,
is reaching dangerous tipping points. The richest
individuals, corporations and countries in the world are
responsible for the majority of CO, emissions, resource
use and pollution, while vulnerable groups are most
affected by the worst consequences of climate change and
environmental destruction.

[e]e] lelele)]

There is a crisis of care, and it is hindering social
development and progress toward gender equality.
The global economy is characterized by entrenched
patriarchal norms, a disproportionate amount of unpaid
care work shouldered by women and communities, an
undervaluation of care in the market and deficiencies in

public care provision.
[eJeJe] lele)

_————
Instability, insecurity, inequalities and the concentration
of elite power are undermining trust, policy space and
state legitimacy. Democracies are eroding or backsliding,
and civic space is closing down. Political crises are
multiplying, manifesting as violent conflicts, increasing
protests and collective discontent, political polarization and
media capture, with severe consequences for democracy,
development and human rights.

[e]e]ele] Je)

The Covid-19 crisis has revealed and amplified existing
inequalities between rich and poor people and between
social groups, while erasing development gains of the
recent past. Vaccine inequality and huge disparities in
fiscal stimulus policies between the global North and South
demonstrate how new layers of inequality and injustice have
been created.

[e]e]elele] )
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Section 2 of this chapter analyses the crisis of the
current global economic system characterized by
increasing inequalities, power concentration and
instability. Section 3 discusses the climate and
environmental crisis, while section 4 explores the
care crisis. Section 5 analyses the features of political
crisis and how it unfolds nationally and at the global
level. Section 6 is focused on the economic and
social impacts of the Covid-19 pandemic and its
relationship with inequality.

2. Economic Crisis: Market
Fundamentalism, Volatility
and Inequality

2.1 The post-war economic order
and the neoliberal turn

We have argued in chapter 1 that despite the
opportunities that state-led development and early
globalization had offered for poverty reduction and
social progress, there was a shift toward market
fundamentalist approaches as a result of the
neoliberal revolution in the early 1980s that led to
rising instability, inequality and increasingly uneven
development. What were the reasons for this shift,
and what were the implications for social contracts
in the global North and South?

What has been labeled a period of social modernity,’
or the golden age of capitalism, the postwar
economic and political order was highly rules based
and laid the foundations for three decades of fairly
inclusive growth (until 1973). Its stability rested
on three pillars: a new international financial and
monetary order (the Bretton Woods system of
fixed exchange rates and highly regulated financial
and capital markets), expansion of social policies
acting as automatic stabilizers to cushion economic
cycles and promote social cohesion, and a system of
multilateral governance and international treaties to
guarantee world peace, development aid and pro-
gressive realization of human rights (see chapter 1).1°

This highly regulated international monetary and
financial system came under increasing pressure in
the late 1960s: deficit spending, wage increases and
oil price shocks resulted in inflation and pressures

on the US dollar. The US central bank, the Federal
Reserve Bank, eventually decided to abandon gold
convertibility and the fixed exchange rate regime
broke down, upending the period of stability with
growth and opening the way toward economic crisis
and increasing instability and volatility (see figure 2.1).

Regarding social policies in the postwar period,
these benefitted from claims making from civil
society and organized labour movements and the
systemic rivalries between market and planned
economies that characterized the cold war period.
Western welfare states aimed for some equalization
of living standards through fiscal policy and
collective bargaining between employers and trade
unions.!! However, this social contract started to
unravel under the pressures of economic crisis in the
1970s and 1980s, due to challenges associated with
global trends such as technological and demographic
change (see chapter 1), and at an accelerated pace
after the fall of the Berlin Wall and the demise of the
socialist bloc (chapter 4).* Market-oriented reforms
in economic and social domains were premised
on the assumption that they would contribute to
growth and efficiency objectives, with the most
radical examples found in the United Kingdom
and the United States under the conservative Prime
Minister Margaret Thatcher and President Ronald
Reagan, leaders who considered that there was
no alternative to market rule. Other governments
followed suit, though to a lesser degree, stabilizing,
liberalizing, deregulating and privatizing their
economies and cutting public sector employment.

©)

Moments of crisis unsettle
conventional thinking
about development

paths, disrupt accepted
world views and present
opportunities to rethink
and change direction away
from business as usual.
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Figure 2.1 Proportion of countries experiencing a banking crisis by year, 1800-2016
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Notes: Based on data for a total of 70 countries.

The harsh adjustment cure was deemed necessary to
tackle stagflation and curb growing fiscal deficits, but
the social and economic costs would be enormous.

Developing countries were especially affected by
the systemic liberalization and marketization of
the 1980s. As Sen and Durano (2014:8-9) note, as
Keynesian social contracts started to break down
in the global North, so did social contracts of
developmental states in the global South (see chapter
4). State-led development strategies promoting full
employment and public social services adopted
by developmentalist governments concerned with
catching up (typically represented by Latin America
and East Asia), as well as by newly independent states
striving to overcome the legacies of colonialism and
build their nations (typically represented by sub-
Saharan Africa), were replaced with stabilization
and structural adjustment policies. This was later
called the Washington Consensus with reference
to the powerful US institutions and international
organizations shaping and funding development
policy located in the city.”®

The failure of the Washington Consensus and
the repressive nature of structural adjustment
has been widely documented in the scholarly and
policy literature.”* Its impact on economic and

|

1926
1968
1974
1980
1986
1992
2010
2016

social systems in the global South was devastating,
as were the social and political consequences. It
quickly became clear that measures enforced by the
international creditor community would increase
poverty, exclusion and inequality, as few people had
the monetary means to pay for commercialized social
services and the user fees charged for deteriorating
public services.”® Identification of the neediest and
most deserving poor through targeting as practised
and recommended by the donor community
remained inefficient and ineffective in societies
where poverty was a problem not of the few, but of
the many, creating new divides.'

©)

The post-war economic
and political order was
highly rules based and laid
the foundations for three
decades of fairly inclusive
growth.



92

2.2 The social turn: Rebuilding
the social contract?

While this compelling critique of the Washington
Consensus’s recipes, and the lessons learned, did
not result in immediate changes in donor practice,
it prepared the ground for a comeback of active state
approaches and social policy into the development
discourse, what UNRISD has labeled the social
turn’” and what we discuss in greater detail as
renegotiations of the social contract in chapter 4.
The social turn can be described as a gradual shift
in ideas and policies which reasserted social issues
in development agendas around and after the UN
Social Summit convened in Copenhagen in 1995.%
It marked a critical juncture in global development
debates, opening spaces for questioning market
fundamentalism and bringing the social dimensions
of development back into consideration."”

However, with neoliberal globalization becoming the
dominant economic orthodoxy, the liberalization
and deregulation of trade and financial and
capital markets gained further ground in the
1990s, while fiscal redistribution was discarded as
being detrimental to growth and macroeconomic
stability.”° Only a few countries in the global South
opted to buck the trend of targeting the poor and
privatizing social services. Where governments
decided to venture onto more transformative
pathways they often benefited from new political
constellations and favourable economic conditions,
allowing them to pursue alternative economic
strategies and more inclusive social policies. When
progressive governments assumed power in countries
such as Argentina, Bolivia, Brazil and Uruguay
in the early 2000s, they could harvest windfalls
from the commodity price boom in international
markets (table 2.1 and figure 2.2), which created
the necessary fiscal space and growth dynamics to
overcome elite resistance and hold interventions of
external creditors at bay.”?

Based on broad political support over several electoral
terms, these governments implemented important
reforms that resulted in increased fiscal space and
greater investments in social protection and social
services, making social contracts more inclusive
and rights based (see chapter 4). Thanks to these
policies, one of the most unequal continents in the
world reduced vertical and horizontal inequalities
and poverty in an unprecedented manner: the
Gini coefficient in Latin America decreased from

Table 2.1 Revenues from hydrocarbons and
mining as a share of total revenues in Latin
America, 2007 and 2017

2007 2017
Ecuador 39.1 321
Mexico 55.2 28.4
Bolivia 38.7 20.3
Peru 24.7 10.5
Colombia 21.3 8.3
Argentina 15.2 7.9
Brazil 10.7 6.4
Chile 31.8 5.3

Source: OECD 2020.

Notes: Fiscal revenues from non-renewable natural resource
revenues refer to tax payments and property rents that the
public sector receives for the exploitation of these resources.
Hydrocarbon revenues include both the extraction and the
commercialization and sale of hydrocarbons.

0.538 in 2002 to 0.465 in 2018 in 15 countries
while poverty fell from 44.5 percent to 27.8 percent
between 2002 and 2014.” The approaches were
less successful in greening the economy or fostering
structural change, especially as the commodity boom
reinforced dependence on primary sectors such as
fossil fuels, mining and agrobusiness.

The social turn reached beyond Latin America,
albeit in more residual forms because of differences
in economic, social and political contexts and
greater influence of donors in aid-dependent
countries. Governments in several Asian and African
countries expanded cash transfer programmes for
poor households, child grants, social pensions,
public works programmes or employment guarantee
schemes, food aid, school nutrition programmes,
universal and free primary education and increased
investments in the health sector as well as an
expansion of health insurance. These reforms were
implemented with support of the donor community,
but also in response to voter demand and citizens’
mobilizations (see chapter 4).** The reforms led to
some improvements in social outcomes and poverty
reduction. However, the focus on social assistance
for the poor, the low coverage and fragmentation
of programmes, insufficient benefit levels and
low quality of public service provision reduced
their impact on inequality while failing to provide
effective social protection. Employment promotion
and investments in public services, key priorities
of developmental welfare states, were sidelined.”
In addition, macroeconomic drivers of exclusion
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Figure 2.2 Commodity terms of trade and poverty reduction in Latin America, 2000-2014
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and inequality continued unabated, operating, for @
example, through labour markets characterized by
increasing informalization and job precarity, global

value chains (GVCs) that distributed costs and Th . l k d
benefits of increased world market integration very e social turn marke

unequally, income and wealth concentration at the a critical juncture in
topand debtaccumulation athousehold and national

levels, counteracting whatever positive outcome global development
social policy could achieve. At the same time, the

global economy continued to be characterized by debates’ opening spaces
frictions between systems of production and social fOI' qu esti oning market

reproduction and frequent and severe economic

and financial crises, of which the 2008 crisis was the  fundamentalism and

worst since the start of the new millennium. X . .
bringing the social
2.3 The 2008 financial crisis: A missed

imension 1 n
opportunity to stop hyperglobalization dimensions of deve opment

back into consideration.

The period of the neoliberal turn was characterized
by stalling industrialization and a multiplication of
economic and financial crises, from the debt and
structural adjustment crisis in Latin America and
Sub-Saharan Africa leading to a “lost decade” in
the 1980s, to the banking, currency and financial
crises afflicting Latin America, Asia and transition
countries in Eastern Europe and the former Soviet
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Union in the 1990s and early 2000s. The financial
crisis of 2008 stood out among these various crises in
terms of its global reach and severity. It demonstrated
how the detrimental impacts of the neoliberal turn
on institutions, stability and livelihoods, and the
reliance on market instruments to address growing
imbalances and social exclusion, resulted in a severe
disruption of the global economy, with highly
negative spillovers to national economies; and how
rising vertical and horizontal inequalities in the
United States acted as key drivers of the crisis.

Defaults in the US sub-prime mortgage market
in the second half of 2007 and early 2008 led to
concerns about the solvency of the financial system,
the shortage of liquidity in interbank funding
markets, and deposit runs at some US banks,
resulting in a severe contraction of economic
output and subsequent recession.’® The crisis
quickly spread across the globe, leading to major
economic downturns, banking crises and even
sovereign debt crises in several countries. In 2009,
global output declined by 1.8 percent (3.4 percent
in advanced economies), global trade collapsed by
9.9 percent, and global investment declined by 9.0
percent.”” However, the 2008-2009 global financial
crisis was not a turning point for inequality trends
comparable to the Great Depression of the 1930s.%
On the contrary, as will be shown, it resulted in
further increases in inequality within and between
countries, as well as in growing disparities among
social groups (chapter 3).

The effects of the crisis have been transmitted toward
developing countries through several channels,”
notably foreign capital and domestic credit, trade
and foreign direct investment (FDI), commodity
prices and terms of trade as well as remittances. As
a consequence, countries across the globe suffered
declines income, investment and
employment; worsening fiscal accounts and balance
of payments; increasing debt; and financial sector
distress.’® At a micro level, the negative impact on
well-being occurred mainly through deterioration
of the labour market situation (unemployment,
wage declines and informalization), price hikes in
financial and goods markets, effects on household
income and assets (savings, assets, unpaid work,
remittances) and through adverse effects on social
protection provided through states, markets and
communities.’!

in national

In most countries, at least initially, the public sector
responded with countercyclical measures, but many
countries, in particular developing countries, had
to switch to fiscal tightening from 2010 onward
due to pressures from creditors and to mitigate the
loss of confidence of investors, with social sectors
and pro-poor spending on health, education, social
protection and agriculture suffering severe cuts.?
This switch from fiscal expansion to fiscal austerity
postcrisis could indeed be a premonition for what
to expect in the aftermath of the Covid-19 crisis.*

While the financial crisis of 2008 does conform with
causal explanations such as excessive risk-taking,
lack of regulation and adverse incentives, this report
puts the focus on the preceding rise in inequality
as a key driver of crisis and subsequent unequal
social outcomes.** Early studies® established
that increasing income inequality and financial
deregulation policies to facilitate credit access of low-
income households play a key role in financial crises.
However, these studies are not without criticism, for
example, regarding the claim that rising inequality
at the top of the distribution is a key causal driver
of crisis.’ It is also seen as a limitation that studies
focus mainly on advanced countries such as the
United States—and the hypothesis seems to apply
more consistently to Anglo-Saxon countries with
liberal welfare state models.”

Notwithstanding the variety of empirical findings
on the links between inequality and financial
crises, which is in line with the approach taken
in this report that context matters, some authors
have taken a broader approach in explaining a
range of channels through which inequality has a
destabilizing impact on the financial sector,’® some
of which might be more appropriate for developing
countries, where research on the links between
inequality and financial crisis is scarce. This broader
discussion of how rising inequality can (but does not
in all cases) lead to financial crisis can contribute to a
better understanding of how inequality is associated
not only with social, environmental and political
problems, but also with instabilities in the financial
system which can then have spillover effects on other
sectors and from one country to another.

Stockhammer (2015) identifies four channels
through which rising inequality contributed to
the financial crisis in 2008: first, a falling share of
wage incomes in the US economy compared with



profits prior to the crisis led to downward pressure
on aggregate demand, since wage earners and
in particular poorer income groups have higher
marginal propensities to consume compared with
those receiving income from profits. Second, global
imbalances as a result of international financial
deregulation allowed countries, in particular
global South countries, to embark on debtled
growth, running large current account deficits (or
surpluses) for extended time periods. Third, rising
inequality pre-crisis led to increased household
debt as low-income families in the US sought to
stabilize consumption through access to credit
despite stagnating or falling real wages. Fourth,
rising inequality had increased speculation, as richer
households tend to hold riskier financial assets than
other groups. The expansion of hedge funds and
subprime derivatives in particular has been linked
to the rise of the superrich (chapter 3).*

In addition to income and wealth inequalities, in
the US, stratification along race, class and gender
have also contributed to the crisis and shaped
its distributional dynamics and impacts on well-
being.* Inequalities were driven by asymmetries
in bargaining power between capital owners versus
governments and workers during a period marked
by trade, financial, investment and labour market
deregulation. What is important to note, and which
received less attention in the analyses of the crisis,
is the fact that the US subprime loans, low-quality
mortgage credits, were mainly targeted at people
of colour and single female heads of households.”
These groups had previously been excluded from
credit markets and were now increasingly included,
but on unfavourable terms and exposing them to
considerable risk regarding the ability to serve the
contracted debt.*?

To conclude, the global financial crisis of 2008, which
originated in the United States and quickly spread
across the world, was driven by inequalities that had
built up during the era of neoliberal globalization
and were accelerated by a risky incorporation of
vulnerable groups into financial markets in a context
of stagnating or shrinking wages, creating a vicious
cycle. The financial sector and financialization were
identified as channels through which inequalities
and imbalances translate into an economic (and
social) crisis.¥ Structural factors contributing to
the crisis included racial and gender inequality
(in particular of single-parent households) and
worsening class distribution of income.*
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This switch from fiscal
expansion to fiscal austerity
post-crisis could indeed be
a premonition for what to
expect in the aftermath of

the Covid-19 crisis.

As the crisis unfolded, inequalities increased
further due to adverse impacts on labour markets,
household assets and access to public goods.
Policy responses to the crisis had mixed impacts
on inequalities, mostly favouring big corporations,
banks and creditor countries. In addition to the
huge bailouts of financial institutions (estimated
at USD 18 trillion),* fiscal stimulus measures and
countercyclical policies were implemented in several
countries, supported by multilateral initiatives such
as the International Labour Organization (ILO)-led
Global Jobs Pact* and a new ILO recommendation
No. 202 on National Social Protection Floors.*
However, bank bailouts were much larger than
fiscal stimulus measures. In the US, in 2008-10,
committed financial sector support amounted
to USD 5,197 billion, whereas announced fiscal
stimulus measures only reached USD 829 billion.*
In addition, austerity and fiscal consolidation
measures gained ground quickly once fiscal space
was exhausted and market pressure increased,*
giving way to a scenario of skewed and slow recovery
that has come to be known as the Great Recession.*

Countries in the global South that had embarked
on the social turn in the late 1990s and early 2000s
were better prepared to address crisis impacts,
but fiscal constraints and a less dynamic growth
context started to slow the countercyclical response
from 2011 onward. Countries in the global South
were mainly affected through food and fuel price
increases and the social costs of slower growth in
a less favourable international context. In general,
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global North countries were seen to be harder
hit while they also had greater policy space to
cushion adverse impacts. However, this did not
apply to all countries. In Greece, the crisis led to
a sovereign debt crisis and pressures to leave the
eurozone, which was eventually prevented by debt
rescheduling and credit support through the so-
called Troika (the International Monetary Fund,
Germany and the European Union); however, this
involved huge political and social costs, including
youth unemployment rates surpassing 50 percent
and mass emigration of middle-class citizens.!

Looking retrospectively at expectations of how the
financial crisis of 2008 would lead to changes in
the global economy and the neoliberal paradigm,
the option of crisis ushering in egalitarian policies
and better regulation of financial markets did not
materialize.”? Indeed, among the objectives proposed
by the G20 to reform the global financial architecture
post-crisis—making  financial
resilient, ending too-big-to-fail approaches, making
derivatives markets safer and transforming shadow
banking—progress has been made mainly on the first
goal.” Inequalities continued to increase or worsened
where they had improved in the early 2000s, while no
decisive steps were taken to rein in hyperglobalization
and financialization (see chapter 5).

institutions more

3. The Climate and
Environmental Crisis:
A Missing Contract with Nature

The World Wide Fund for Nature estimated
that in 2020, we would need the resources of 1.6
Planet Earths to support humanity’s demand on
the earth’s ecosystems.” Planetary boundaries, the
outer limits at which humanity can continue to
develop sustainability, have been exceeded,” with
both ecological and social consequences® and
without achieving basic development standards and
social rights for all. The United Nations, a group of
eminent scientists” as well as various jurisdictions
have declared a climate emergency in view of
worrying trends in a number of planetary vital signs.
The present moment is characterized by a cycle of
increasing extraction and pollution, ravaging the
earth’s natural resources and putting back into it

the toxic by-products of production, constituting a
plunder of the global commons.*® Biodiversity loss
resulting from unchecked deforestation and other
forms of extraction, as well as urban growth, has
heightened risks of zoonotic diseases and played a
key role in the outbreak of Covid-19.” As has been
made unequivocally clear by the recent report by
the Intergovernmental Panel on Climate Change,*
human-induced climate change has already led to
approximately 1.1°C of global warming (with the
past five years the highest on record since 1950) and
is affecting weather and climate extremes in every
region across the globe, such as shifting weather
patterns (storms, increased precipitation, heatwaves),
global retreat of glaciers and melting of sea ice, and
increase in sea levels.

Global atmospheric heating has negative impacts
on health, nutrition and food security, human
capital and labour productivity, and economic
opportunities;®!
to resources and affect poorer countries and poorer
people disproportionally given their greater hazard
exposure and vulnerability (see chapters 1 and 3).
Taking other factors such as population growth
into consideration, this unprecedented moment of
climate crisis can be attributed to two key historical
phenomena: first, the colonization of today’s global
South by today’s global North from the sixteenth
to the early twentieth century and the exploitative
resource extraction from the South that fueled
(through fossil fuels, slavery and forced servitude,
colonial taxation, unfair trade, and the extraction
of minerals, metals and biodiversity resources) the
Industrial Revolution from the mid-1700s and
consequent industrial development of the global
North during this period; and second, the rise of
an unfettered neoliberal economic system oriented
toward unabated growth, driving production and
consumption to higher and higher levels in the
name of profit rather than broad-based human
development.®?

it can create conflicts over access

However, consumption patterns and associated
environmental impacts are not the same the world
over. According to Oxfam (2020a), the richest 1
percent of the world’s population is responsible
for more than twice as much carbon pollution as
the 3.1 billion people who make up the poorest
half of humanity. This ratio is predicted to further
escalate and be 30 times higher in 2030 than what is
compatible with the goal of limiting global warming



to 1.5°C.> The majority of CO, in the atmosphere
has been contributed by rich industrialized nations,
with the United States and Europe accounting for
over half of the global total as of 2020 (Our World
in Data n.d.a based on Global Carbon Project).
Between 1990 and 2015, the wealthiest 10 percent
of humanity accounted for 52 percent of cumulative
emissions, with the top 1 percent alone accounting
for over 15 percent (see figure 2.3).°* Wiedmann,
Manfred, KeyRer and Steinberger (Wiedmann et
al. 2020:7) have declared that it is “the affluent
lifestyles of the world’s rich [that] determine and
drive global environmental and social impact.
Moreover, international trade mechanisms allow the
rich world to displace its impact to the global poor.”

While the poor and marginalized contribute the
least to climate change, they are also the most likely
to be harmed by it and they have the fewest resources
to cope with it. This “double injustice” of climate
change operates at various levels including income,
race/ethnicity, citizenship status, employment
status, gender identity and sexual orientation,
among others.”” Due to a number of factors, the
poor tend to suffer the worst consequences of
climate change, in what is known as the poverty-
environment trap.®® Low-income households are,
for example, more likely to be exposed to higher
temperatures than rich ones,” to be located in or
near flood-prone areas,®® to be displaced due to
weather-related disasters (see figure 2.4),% to suffer
from the effects of pollution as a result of proximity
to industrial sites™ and to suffer from climate impacts
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While the poor and
marginalized contribute
the least to climate change,
they are also the most likely
to be harmed by it and they
have the fewest resources to
cope with it.
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Figure 2.3 Global carbon inequality, 2019
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because their livelihoods are directly dependent on
agriculture or coastal ecosystems (see box 2.2)."
Among these groups, members of minority racial
and ethnic groups are overrepresented, both globally
and within individual countries, as a result of long-
standing systemic racism, with inherently spatial
dynamics that relegate communities of colour to
environmentally hazardous areas and block their
possibilities for political space.” For example, one
US study found temperatures in predominantly
Black neighbourhoods to be up to 7°C (12°F) hotter
than in other neighbourhoods in the same city and
cited fewer green areas as an underlying cause.”
Among groups that are disproportionately impacted
by climate change, women often suffer even greater
impacts. As climate change can negatively affect
access to food, water and energy, this can often make
care tasks more time consuming, placing an added
burden on women, who take on the majority of
these tasks.™ Further, this can undermine outcomes
for vulnerable groups, such as children, the elderly
and the disabled, when time and energy are directed
away from their care.”
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Box 2.2 Transformative adaptation in coastal cities: Lessons from Ho Chi Minh City and Jakarta

Rapid and uneven urbanization and economic growth make coastal cities home to a large number of people vulnerable to
climate impacts. The number of urban slum dwellers has continued to grow® and has led to increasing numbers of people
highly exposed to flooding and living in overcrowded housing with little tenure security, poor water and sanitation, and poor
access to social services, and unable to have their voices heard by political leaders.® Urban upgrading is an audacious
attempt to tackle this situation by removing precarious settlements along rivers and canals to reduce exposure and
relocate people to improved housing. However, in practice, this had forced many low-income and marginalized people to the
outskirts of the city and unsettled their livelihoods.

In Ho Chi Minh City, low-income migrants are the most vulnerable sector of the population as they are often not registered
or recognized as citizens, which limits their access to administrative resources and information. They have reported
unstable livelihoods as a result of urban upgrading projects, as well as a lack of transparency in project planning

and implementation. In general, upgrading projects focus most often on technical aspects, while social and cultural
considerations, including restoring the livelihoods of different groups of people after resettlement, are left unresolved.

In Jakarta, participation and communication between the city and its residents have improved, but the overall development
vision for Jakarta remains that of a world-class waterfront city with little to no room for informal settlements (“kampung”).
Researchers and civil society representatives have pointed to the important knowledge, creativity and potential of kampung
dwellers who have been living with floods and adapting to them for a long time. Such localized adaptation knowledge
derived from kampung practices is rarely transmitted to and taken up by official planners at the city level, however. While
from an official perspective it is argued that the large-scale infrastructure measures and upgrading efforts are necessary to
protect the people of Jakarta, ignoring localized adaptation knowledge from kampung practices in city planning represents
the continuation of business-as-usual approaches that tend to favour elites and reproduce existing inequalities.

UNRISD research has shown that much can be done in order to meet the needs and preferences of the affected
households when more emphasis is placed on social impacts and support systems. Transformative urban upgrading and
inclusive adaptation requires governance reforms that allow for learning from local experiences, and that harness the
potential of individual leadership and innovation that is currently undermined by hierarchical decision-making structures.

@ Dodman et al. 2019a; ®* Dodman et al. 2019b; Huynh and Nguyen 2020; Simarmata and Surtiari 2020; Tran and Krause 2020;
UNRISD 2021a, 2021b.

Figure 2.4 Weather-related disasters and internal displacement in 2020
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3.1 International governance and
the climate crisis: Implications
for development and equality

As a truly global problem, there is widespread
consensus on the need for a global solution to the
climate crisis. This consensus is reflected in the
international governance framework that has been
evolving since the 1992 Rio Conference, ushering
in the SDGs and the Paris Agreement. At the same
time, however, the power imbalances that underlie
the inequalities discussed above are built into the
international climate policy framework and make
ambitious and equitable climate action much more

difficult.

While it is generally accepted that early industrializers
and countries of the global North bear the main
historic responsibility for the climate crisis, the
question of how far these countries must go to
account for their heavy contributions to climate
change, through what mechanisms and how they
should be held accountable remains a contentious
issue in the climate negotiations. This is illustrated
by richer nations pushing through market-based
mechanisms and international carbon offsetting
schemes rather than truly committing to domestic
emissions reductions. At the same time, they are
promoting narratives of shared responsibility to
take climate action that try to shift the burden for
mitigation onto developing countries and challenge
longstanding principles of equity and common
but differentiated responsibilities. While some
progress was made at COP26 in Glasgow, civil
society observers and climate justice activists (CAN
2021) have dubbed the outcome a “betrayal to the
millions of people suffering from the climate crisis
in developing countries” as rich countries not only
fell short of their promise to deliver USD 100 billion
in climate finance per year by 2020 but also refused
to make adaptation financing more predictable and
blocked any advances on the issue of loss and damage
finance that would have supported developing
countries in dealing with the unavoidable and
already occurring impacts of climate change.

The question of responsibility is much more
complicated than it might seem, however. Annual
total emissions of emerging economies, most notably
China, have overtaken those of developed nations
and continue to rise sharply in both absolute and
per capita terms.”” Those emissions in emerging
economies are partly due to rising consumption-
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It is generally accepted
that early industrializers
and countries of the global
North bear the main
historic responsibility for
the climate crisis.

based domestic emissions and partly due to the
developed world outsourcing manufacturing
and industry to the developing world to produce
products for export to and consumption in the
developed world. This means that the rich countries
are in effect offloading the developed world’s
responsibility for the emissions associated with the
production of these developing country exports
onto the developing countries, a process termed
“environmental load displacement.”” Indeed, in
the global North, consumption emissions, those
related to domestic consumption, are higher than
territorial emissions, those produced within the
country, while in the rest of the world the reverse is
true.”® While emerging economies could potentially
leapfrog directly into more sustainable development
pathways instead of repeating the mistakes of
industrialized countries in the global North, this
would require an enabling context and massive
transfers of technology and finance from the global
North. Persistent poverty and deprivation in low-
and middle-income countries in a context of lower
per capita emissions and historic responsibility for
climate change reinvigorate debates on the right
to development and calls primarily for rapid and
deep decarbonization in the global North, which
taken together adds another layer of complexity to
the persistent North-South divide in international
climate politics. Ultimately, whether and how
these responsibilities are met will have long-term
impacts on development and equality, as the ability
of developing countries to reduce emissions while
also meeting development imperatives depends
largely on the support of developed countries, both
financial and technological (see Spotlight by Vicente
Paolo Yu and chapter 5).7
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International climate governance is also marked
by a difference in priorities highlighted by rich
countries and developing countries. These priorities
reflect their different perspectives on the links
between climate change impacts, responsibilities
for climate change action, and whether and how
tackling existing structural inequalities should be an
integral part of climate policy. Developed countries
have tended to focus their efforts on shaping
the international change governance
regime through pushing for more common and
undifferentiated approaches to emission reductions,
such as treating both developed and emerging
economies in the same way (with some flexibility for
least developed countries (LDCs) and small island
developing states (SIDS)); reducing or limiting their
climate finance, technology transfer and adaptation
support commitments; and creating conditions
through which broader economic interests such
as technological dominance, market access and
mitigation effort flexibility —through market
based mechanisms and carbon offsets could be
furthered. Developing countries’ views have varied
perspectives, with some (particularly SIDS and
LDCs) experiencing climate change as an existential
threat and hence demanding more ambitious
mitigation actions by all. Emerging economies and
other developing countries tend to view the problem
in terms of the systemic and structural relationship
between climate change and their core economic
development and poverty eradication objectives,
such that adaptation, climate finance (and other
support, loss and damage issues) and economic
diversification become their priorities.

climate

These differences in perspective have been
reflected and played out time and time again in the
international climate governance regime since at
least the mid-2000s, as developed countries started
seeing emerging economies as major global economic
competitors, notwithstanding the continuing
significant levels of poverty, inequality and social
development needs in many of them. China has
expanded its role in global climate governance,
moving from being seen as a climate laggard due to
its initial reluctance to commit to legally binding
emissions commitments—instead focusing primarily
on voluntary domestic actions to reduce emissions
and save energy®—toward becoming a more active
player since the Paris Climate Agreement was
reached in 2015. This new approach, part of China’s
evolving soft power and international identity,’
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focuses on elevating the importance of adaptation
in multilateral climate negotiations and advancing a
technocentric approach to climate mitigation, while
simultaneously building alliances across the global
South in support of its strategy.®> While the role of
China will be crucial in transitioning to a low-carbon
global economy, its international influence is also

reinforcing incremental, technocratic and growth-

oriented solutions in global climate governance.®
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The non-differentiated and technology-oriented
mitigation approach of developed countries will
likely lead to greater levels of inequality between
developed and developing countries and their
vulnerable populations. The development and
control of near- and medium-term markets for
“clean” technologies and renewable energy and
adaptation-related goods and services could further
enhance the dominance of developed countries
in the global economic system. For example,
Organisation for Economic Co-operation and
Development (OECD) countries accounted for
85 percent of all patents issued globally between
2000 to 2011 for environmental management,
water quality and climate mitigation inventions,
and around 86 percent of patent applications in
environmentrelated technologies filed between
2012 to 2017.%% This is reflected in the fact that
global trade in the environmental goods that were
derived from these patented technologies occurred
predominantly between developed countries, with
European countries, the United States and Japan
being among the main exporters of environmental
goods globally.?> This disparity in both patent
control and trade dominance over what are likely
to be key technological products for climate change
action globally could increase North-South divides.
Combined with ongoing and emerging trends
in automatization and artificial intelligence (Al),
the tech-heavy, Northern-dominated approach to
climate action may lead to employment losses and a
reshaping of capital-labour relations that might cost
developing countries their trade competitiveness
that is built on low-cost labour.%

The structural and systemic impacts of an inter-
national climate governance regime that is not
able to deal with the equity aspects of relations
between developed and developing countries in
terms of climate change action will likely exacerbate
inequality between and within countries, the latter
particularly for developing countries. This could
lead to increased adverse social development impli-
cations, including higher pressure for population
displacement and migration (with their associated
human rights violations); rising domestic income,
class or ethnicbased inequalities resulting in
increased social and political instability; and other
adverse effects.
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4. The Crisis of Care:
Capitalism’s “Social
Contradiction”

Care is a society-wide service, performed by a variety
of actors, that is essential for the maintenance of our
social, economic, political and cultural institutions,
and for our continued existence. However, the
capacities of societies to engage in such forms of social
reproduction under our current system are under
severe pressure.’” Though a fundamental feature of
how families, societies and economies are organized,
care is largely neglected in social and economic
policy, and therefore carries many injustices and
inequalities. While these are longstanding structural
issues, the Covid-19 pandemic brought this reality
to the forefront, as the centrality of care and the
overwhelmed systems that provide it became
increasingly evident. This imbalance between the
need for care and the failure of systems to provide it

in fair and ethical ways is what defines the care crisis.
According to Emma Dowling (2021b),

“despite the immense importance of care
for our lives, caring carries little value in
contemporary society. Overall, we can see how
the responsibility for caring is systematically
handed down a societal care chain of underpaid
and unpaid caring labour based on a core
structural feature of capitalist economies: the
systemic imperative to expand markets in the
pursuit of profitability, which goes hand in
hand with a devaluation of the work of care,
either by making this work invisible or by
offloading its cost.”

A key factor in determining whether care is provided
both adequately and justly is the way in which
societies allocate the provision of care among actors,
including the state, the market, communities and
households. This “care diamond,”®® the architecture
through which care is provided, illustrates the
diversity of sites in which welfare is produced and
decisions are taken by society to privilege some
forms of provision over others. The dynamics of this
privileging are embedded in processes of capitalist
devalorization of social reproduction, constituting
what Nancy Fraser calls a “social contradiction” of
capitalist society.® In order to function, capitalism
relies on the social provisioning of care, which it
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simultaneously sees as separate from economic
production (and therefore without value). As Fraser
(2016) argues, capitalism’s “drive to unlimited
accumulation threatens to destabilize the very
reproductive processes and capacities that capital—
and the rest of us—need.” Institutional provision
of care is largely insufficient in most of the world:
the care sector has been historically chronically
underfunded, and recent trends towards austerity
have decreased state provision even further.

The heavy emphasis on the social provision of care,
in particular households, in addition to increasing
gender inequality, leaves a large deficit in care, one
exacerbated by the fact that the number of persons
in the world in need of care is growing.”® In 2015,
2.1 billion people in the world were in need of care,
and that number is expected to reach 2.3 billion by
2030.” This is a result of increasing life expectancies
creating greater care needs in older populations, as
well as changing populational health profiles leading
to higher care demand.”” And while the number of
people in need of care is increasing, shifting social
arrangements, such as changing gender roles and
family structures, render the social provision of care
more tenuous. Advances in women’s rights have
resulted in the participation of more and more
women in the labour market. This has increased
demand for care as women navigate employment
and care responsibilities, and has also increased the
double burden on women to combine productive
and reproductive work (see box 3.2).” Further,
although extended households still constitute
almost one third of all households (27 percent) and
are particularly prevalent in developing country
contexts,” migration, urbanization and shifts in
family structures mean that the traditional role of
extended family members in caretaking has been
reduced (thereby also changing intergenerational
contracts).
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While the number of people
in need of care is increasing,
shifting social arrangements
render the social provision of
care more tenuous.
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4.1 Inequalities in care systems

The world of care is characterized by increasing
inequalities that affect both caregivers and care
receivers. This section illustrates the multiple and
intersecting inequalities based on gender, race and
class that shape and have always shaped access to
and provision of care.

4.1.1 Intersecting inequalities
in the social provision of care

The majority of care work is unpaid with on average
three quarters of it undertaken by women.” Time-
use data indicate that women work longer hours
than men (the total work of urban women exceeds
that of their male counterparts by as much as 8.7
hours per week; figure 2.5). As a consequence, they
are more likely to suffer from time poverty and
have poorer mental health compared to men.”® The
monetary value of unpaid care work globally for
women aged 15 and over is at least 10.8 trillion.”
Provision of unpaid care affects women’s economic
empowerment, with an economic opportunity cost
of what women might otherwise be contributing to
household incomes and to macroeconomic growth.”®

A recent UNRISD study explores the impact of
expansion of childcare services on women’s economic
opportunities in Mexico and finds potential positive
impacts on employment and poverty (see box 2.3).
The gender gap in the distribution of unpaid care and
domestic work is a key determinant of slow progress
in achieving gender equality at work,” from unequal
pay to diminishing representation up through the
occupational hierarchy.!®® Women face a double
burden, “caregiving roles and cultural norms or
bias that impede women’s transition not only from
unpaid to paid work but also from lower-quality to
higher-quality jobs.”'®" Indeed, data shows marked
declines in women’s income after having their first
child.!'® Time povertyalso has a significant role to play
in other aspects of female empowerment, as women
engaging care responsibilities have considerably
less time to engage in politics, whether running for
office or engaging in other ways.!”> Moreover, beyond
women, time poverty also has an important impact
on low-income men and households, bringing into
the equation the conflation of gender, class and
often race inequalities.'®
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Figure 2.5 Women’s and men’s share of care work

by region and income group, latest available year Box 2.3 Assessing the impact
) of childcare expansion in Mexico:
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350 © First, the data confirm that income and time
poverty in Mexico is high, and this situation is
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~ the job creation achieved through an expansion
300 Q of childcare services reduces gender gaps in
employment while helping to alleviate poverty in
terms of time and income. Finally, despite the fact
that the results of the simulation are positive, a
more in-depth reading reveals some limitations.
250 Greater investment into childcare services in
Mexico would have less impact on the time
spent on other, non-childcare related household
production work for women. It would, however,
200 increase the flexibility women have to engage in
both unpaid and paid activities during the times
of the day that childcare is being provided. As
a consequence, this policy intervention could
increase time poverty if the current share of work
150 and workload in the household remains the same.
The results also show that caution should
be exercised when evaluating the benefits
of expanding childcare services for women'’s
100 empowerment. For all potential welfare-enhancing
impacts to be achieved once the expansion
of care provision is implemented, additional
measures have to be considered in order to
reduce the gender disparity in household
50 production.
Source: Masterson et al. 2022.
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In addition to gender, inequalities stemming from
income level also have the potential to amplify the
care burden one faces. For example, the amount of
much time and resources that need to be dedicated
to care and domestic work is highly influenced by the
availability of social services and social infrastructure
such as energy, water and transportation, as well as
the quality and accessibility of education and health
services.'” For instance, proximity or lack thereof
to basic services and infrastructure has profound
implications for women’s time and their ability to
convert that into resources. Further, marginalization
and poverty also have an impact on one’s ability to
seek childcare support, which leads to intersecting
inequalities along gendered lines.'® It is often too
costly for low-income households to afford market-
based care services, so women shoulder the burden
of unpaid care within households or communities.
In the United States, Black women are more likely
than white women to be heads of households and
therefore have fewer resources to support more
dependents, skewing the distribution of the care
burden even further towards Black women.'” In
many contexts, LGBTIQ+ persons’ access to care
services is inhibited, especially for trans women, as is
their reliance on families and communities of origin
to carry care responsibilities for them. For example,
research conducted by the Center for Economic and
Policy Research found that, in the United States,
LGBT™ caregivers are more likely to face childcare
challenges and lose earnings in the face of these
challenges than their non-LGBT counterparts.'®’

4.1.2 Inequalities in care systems:
Markets and states

Beyond the social provision of care, the paid care
sector, whether provided by the market or the state,
is also rife with inequality. It is characterized by an
erosion of working conditions, understaffing and
low pay, as well as cuts in social budgets as a result
of austerity policies implemented during crises
or political shifts. Care jobs are often informal,
providing little security or benefits to workers in
favour of informal understandings, in a relationship
that often blurs the line between professional and
familial."® Women make up two-thirds of the paid
care workforce,'"! being disproportionately employed
in highly precarious sectors of the informal
economy.'? For example, women constitute over 70
percent of the domestic work force.!”® It is important
to add that women employed in care work also often
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need to provide care for their own families as well,
which further compounds vulnerability, gender
inequality and intergenerational poverty.'™*

However, care work is unequally distributed within
and across countries, with the most vulnerable
women shouldering the major share of social
reproduction.'®
by the intersections of various axes of inequality
related to gender, citizenship, race and ethnicity,
and type of employment, and the combination of
low socioeconomic status and lack of political power
often leads to further marginalization and deeper
vulnerabilities.!®

Domestic work is characterized

For example, global care chains, an internationaliza-
tion of care and domestic work, rely heavily on
female migrant workers.!'" For migrant domestic
workers, the precarity of this already insecure form
of employment is compounded, leading to further
disempowerment. Migrant workers often lack legal
documentation, restricting paths to claim their
rights as workers or social security, and leaving them
open to exploitation.!® Further, domestic workers
are dispersed in private households, working under
heterogeneous conditions, which makes organizing
extremely difficult.!”
profound for migrant domestic workers, as they
often do not speak the language or have knowledge
of the local community, and sometimes live in their
employers’ homes, which can make them even more
vulnerable to exploitation and violence.!”® These
intersecting inequalities affecting female migrant
domestic workers as well as their vulnerability in
times of crisis have been demonstrated during the
most recent Covid-19 pandemic, as the following
section shows.

The isolation is even more

4.1.3 When crisis meets crisis:
Care and Covid-19

The care crisis is a long-term systemic crisis that is
driven by demographic change and other global
trends (chapter 1) and has become more severe in the
aftermath of the global financial crisis in 2008 and
in the context of the current Covid-19 pandemic.'”
The Covid-19 pandemic has demonstrated the
essential value of care work, both paid and unpaid,
as well as intersectional inequalities associated with
the sector (care work provided mainly by women and
girls, paid care work characterized by intersecting
inequalities such as poverty, race/ethnicity, informal



worker and migrant status), in terms of heightened
risk, greater economic losses, and increased burden
of care (see Spotlight by Naila Kabeer).”> Seventy-
two percent of domestic workers have faced job loss
or shortened hours as a result of the crisis.'”’ Further,
women’s concentration in care-oriented sectors such
as health care and retirement homes has meant
heightened exposure to the disease itself."”* Added
to that, the lack of social investment in care is felt
acutely in times of crisis. For example, government
responses to increasing care demands during the
pandemic have fallen far short: only 7 percent over
3,000 social protection and labour market Covid-19
response measures adopted across 226 countries
and territories have targeted unpaid care needs.'”
Covid-19 has revealed the extent of the care crisis
and its negative impacts on the global economy, in
particular around issues such as the burden on social
security, labour shortages in essential care services,
and economic slowdown due to the negative impact
of insufficient or low-quality care on women’s
labour participation and overall productivity. In a
context of multiple overlapping crises, as analysed
in this chapter, the links between market-based care
regimes and economic inequalities are reinforced.
As summarized by Valeria Esquivel (2011:18),

“In highly unequal contexts, such as the Latin
American region, the expanded role of the
market in the provision of care (which therefore
has to be paid for) deepens income inequality
and exacerbates the difficulties that women
from poor households face in providing care,
accessing the labour market, and generating an
income. In contrast, with greater public (free)
care provision and high coverage levels, access
to care services has an equalizing potential not
only in terms of those who receive care (if the
quality of the care provided is guaranteed) but
also in terms of options for those providing
care, when compared to situations where these
services do not exist or have limited coverage.”

Despite this compelling evidence base, it is still
unclear whether the Covid-19 crisis will lead to
fundamental changes in the social economy of care,
as advocated by several UN agencies'?® and ILO™
and a range of social actors,'”® proposals that will be
discussed in greater detail in chapter 5.
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5. Political Crisis: Protest,
Mistrust and Threats to
Democracy

Over the last 75 years, since the end of the Second
World War, the world has made progress in advancing
peace and stability, multilateral governance, and
respect for political and civil rights (chapter 1). The
ideal of liberal democracy has advanced, triggered by
major processes such as globalization, decolonization
and the demise of socialist regimes after the fall of
the Berlin Wall in the late 1980s and 1990s (see
figure 2.6). However, proxy wars during the Cold
War period as well as regional conflicts and civil wars
were numerous in the second half of the twentieth
century and in the context of the US war on terror
after the 2001 attacks on the World Trade Center,
and they continue up to the present. Political crises
of various kinds are making headlines every day,
from presidents being ousted by or with the support
of the military, to elected political leaders caught
in corruption scandals or gradually undermining
democratic institutions, to new military conflicts
such as the Russia-Ukraine war.

Armed conflicts and associated humanitarian crises
are affecting development and human rights in
several countries and regions. Terrorist groups and
criminal cartels are perpetrating deadly violence and
challenging state sovereignty, seizing control of parts
of national territories and economies in various
countries. Human rights violations and persecution
as well as assassination of political and environmental
activists are widespread and not limited to
dictatorships.!?” Civic space is severely limited in 87
percent of countries,”® and democratic erosion and
backsliding are widespread: since 2016, the number of
countries moving toward authoritarianism has been
around three times as high as the number moving
toward democracy (figure 2.6), while only 9 percent
of the world’s population live in high-performing
democracies.””! Regions such as Central and Eastern
Europe and Central Asia are increasingly turning
non-democratic or strengthening their autocratic
features,”” a development that is also visible in
Africa, where several countries are experiencing
democratic backlash or transitions to autocratic rule.
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Figure 2.6 Countries moving in an authoritarian direction or a democratic direction, 1975-2021

Number of countries

15

10

o1

o

-10

1975

B Democratic direction
B Authoritarian direction

1980 1985 1990

Source: International IDEA 2022. Reproduced with permission.

1995

2000 2005 2010 2015

Notes: Countries moving towards authoritarianism (from democracy to either a hybrid or authoritarian regime, or from a hybrid to an
authoritarian regime) are shown in red or towards democracy (from either a hybrid or authoritarian regime to a democracy or from an
authoritarian to a hybrid regime) are shown in brown. Years shown in dark brown rather than pale brown are those where the number of
countries moving in a democratic direction outhnumbers those moving in an authoritarian direction. Years shown in dark red rather than
pale red are those where the changes towards authoritarianism outhnumber the changes towards democracy.

Political crises are usually defined as processes or
events that lead to a breakdown of the existing
political order or signal the non-functioning of
the governance system, for example, constitutional
crises, military coups, mass uprisings or civil wars.
Major international political crises are, for example,
geopolitical conflicts, trade wars or interstate military
conflicts.
in this report have a bearing on the political order
and challenge existing social contracts, though they
might not lead to a complete breakdown or radical
change of the political order (see chapter 4). This
section will focus on political crisis manifested in
democratic decline; backlash against human rights,
democratic principles and multilateral governance;
as well as decreasing social trust and state legitimacy,
as these are closely related to inequalities, social
cohesion and challenges toward the social contract.
Indicators of political crisis in this context are an
increasing number of protests, decreasing levels
of trust, democratic backsliding, the recent surge
of populism (often weaponized by reactionary
partisans) as well as political and social polarization
and radicalization.!*?

Political crises as we understand them

106

5.1 An age of mass protest

While certainly not a new phenomenon, protests
have reached some new dimensions in the recent
age of globalization.* People are increasingly
taking to the streets in unprecedented numbers to
express mounting political and economic grievances
and discontent with political leaders (figure 2.7).
According to a 2020 report by the Risk and Foresight
group of the Center for Strategic and International
Studies (CSIS), rising mass protests are a global
phenomenon and are likely to increase further in
the future.’®® Triggered by economic distress, poor
governance, inequality, insufficient
public services and lack of political rights or political
repression, mass protests increased annually by an
average of 11.5 percent from 2009 to 2019 across all
regions of the world, with the largest concentration
of activity in the Middle East and North Africa and
the fastest rate of growth in sub-Saharan Africa. Not
all protests are related to political crises threatening
the existing political order: while some protests have
resulted in regime change, others have led to political
accommodation or reforms or, in the worst case,
to protracted political violence, including violent
crackdowns on protesters by security forces."*®

corruption,

2020
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Figure 2.7 Quarterly civilian anti-government protests by region, 2009-2019
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CSIS’s Risk and Foresight Group analyzed data from the Global Database of Events, Language, and Tone (GDELT). The actual
global number are likely higher than the estimates that CSIS developed for the following reasons:

¢ Due to machine coding accuracy concerns, strict event selection coding focuses specifically on anti-government protests
and excludes riots, discontent against non-government entities, or certain issue-specific protests that target non-state
entities.

* Machine coding errors necessitated heavy data cleaning, likely eliminating real protests from the dataset.

e Countries with strict press controls, where there is no robust local press or where protests are highly frequent events,
are likely underrepresented given that the data relied on news reporting.

* Data for the last two months of 2019 were conservative projections.

Full research methodology is available in the original article: Samuel J. Brannen, Christian S. Haig, and Katherine Schmidt, The

Age of Mass Protests: Understanding an Escalating Global Trend. Washington, DC: CSIS, March 2020, https://www.csis.org/
analysis/age-mass-protests-understanding-escalating-global-trend.

These data track the number of annual protests rather than the number of people participating in each protest. They are useful
for assessing the frequency of protest but not the size of protest movements.

csis
'RISK & FORESIGHT GROUP

Source: CSIS analysis of data from the “Global Database of Events,
Language, and Tone 1.0 Event Database, 2009-2019,” GDELT Project,
https://www.gdeltproject.org.

Source: Brannen et al. 2020. Copyright Center for Strategic and International Studies (CSIS). Used with permission.
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Recent protests intensified in the aftermath of the
economic and financial crisis of 2008 when fiscal
stimuli ended and austerity gained ground, reaching
a peak in 2012-2013 and rising again after 2016,
increasingly displaying broad discontent on multiple
issues (omnibus protests). In the sample analysed by
Ortiz et al. (2022:32), more than 12 percent of the
world’s protests (347 protests) denounced inequalities
in income, wealth and influence on policy making,
questioning democratic systems that were allowing
rentseeking by elites and corporations. Protests
related to environmental and climate justice, based
on the historical responsibilities for climate change
and calling for urgent action to redress climate
change and protect the environment, amounted
to 13 percent of all protests (359)."*" Protests and
peaceful demonstrations are a democratic right and
part of the political process, signaling a government’s
citizens’ concerns and preferences beyond the ballot
box. A responsive political system takes these claims
into account, avoiding an escalation of protests that
could lead to a threat to the political order: indeed,
42 percent of global protests resulted in some
kind of demonstrable achievement, for example,
constitutional reforms, withdrawal of unpopular
policy proposals, resignation of politicians, or
granting of new rights or social benefits (see box
2.4). It is also important to note that protests and
social mobilization are not necessarily an indicator
of the relevance or priority of a policy issue, as some
policy issues are deemed less attractive or suitable
for claims making or social mobilization compared

to others."*®

Protests have also influenced global debates beyond
local contexts, for example, in the case of the
Occupy Wall Street (2011) movement denouncing
inequality and the privileges of the financial
sector; the UK Uncut (2011) movement, which
also emerged during the 2008 financial crisis,
denouncing austerity cuts and unfair tax practices
of multinational corporations, ushering in the
global tax justice agenda; and the #MeToo and
#NiUnaMenos movements protesting against sexual
abuse and gender-based violence/feminicide, which
have strengthened the agenda on gender justice in
different countries around the world and motivated
women’s groups to claim their rights.” Fridays for
Future, Black Lives Matter and Extinction Rebellion
have also reached high global visibility while forging
transnational alliances.
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Box 2.4 Renegotiating social contracts
in the aftermath of the Estallido Social
(social outburst) in Chile

Protests in Santiago, Chile in October 2019
were triggered by a hike in metro fares but
quickly turned into a rally against inequality
and high costs of privatized education, health
and social security systems. They united
around 1.2 million people, including many
middle-class citizens, in what was the largest
protest march since the country’s return to
democracy in 1989. Increasing living costs and
constraints on social mobility were associated
with the neoliberal economic regime that

was imposed in the early 1980s under the
Pinochet dictatorship and which produced
disproportionate benefits for wealthy economic
and political elites, with few fundamental
modifications since the democratic transition.
While the country had seen mass protests
before, in particular those led by the student
movement demanding free education
services in 2012 and a march of one million
in 2016 calling for a reform of the country’s
privatized pension system,? the 2019/2020
protests reached a new scale, prompting the
government to declare a state of emergency
in the capital city and resulting in violent
clashes with security forces.” The protests in
Chile not only gained broad media attention
across the world but also achieved concrete
government responses addressing their
claims, the most important one being direct
election of a constitutional convention tasked
with drafting a new Magna Carta, replacing the
much-criticized constitution dating from the
Pinochet era. However, Chilean citizens who
were asked to vote on the draft text-which
proposed various radical changes such as
more rights for Indigenous Peoples, women
and nature-in September 2022 rejected the
proposal with a large majority. Clearly, the road
to building a new eco-social contract is not
without obstacles.

2 Pribble 2017; ° DW 2019.



5.2 What drives protest?

While peaceful protests and demonstrations are
an expression of fundamental civil rights and part
of a functioning democracy, several analysts see
certain features of recent protests as symptoms of
a deeper malaise or structural crisis affecting both
consolidated democracies in the West as well as
younger democracies in different parts of the world.
Much of the growing discontent and disenchantment
in democratic capitalist regimes has been related to
the multiple crises analysed in this chapter, from
economic downturns to environmental and care
crises, coming together in challenges associated with
neoliberal globalization and its adverse impacts on
equality, social mobility and economic security.'*
The 2008 financial crisis and subsequent Great
Recession have been particularly damaging for the
democratic image, as austerity erodes the social
legitimacy of the market economy as it seems to
respond to the interests of a small, powerful minority
instead of safeguarding popular sovereignty.*! As
section 2.3 has shown, the economic fallout from
the triple F crisis—fuel and food price hikes in 2007 -
2008 and the financial breakdown in 2008-2009—
was compounded by austerity measures governments
took in the years afterward which created more
economic grievances. People took to the streets to
protest against a political system that ignored their
demands for social protection and safe jobs.

According to Mounk (2018), liberal
democracies have become more undemocratic, a
tendency he observed already before the restriction
of rights under pandemic rules. While protecting
individual rights, liberal democracies are less and
less living up to the ideal of letting the people rule.
This is not only because most democratic countries
restrict the opportunities for direct democracy
# but more importantly,
because significant parts of the political elites have
increasingly insulated themselves from popular
views, pursuing their own interests to the detriment
of low-income groups or the public good (see
chapter 3). Against this backdrop, mass protests are
a clear sign that political parties and ruling elites are
failing to channel conflict or respond to citizens’
demands.!”

many

such as referendums,'

The reasons are manifold: while traditional
economic elites continue to dominate political
institutions in many countries of the global South,'**
legislators and political leaders in consolidated
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Western democracies have fewer and fewer ties to
local communities and are less and less similar to
those they profess to represent, and they lack a deep
commitment to a structuring ideology.'® As a result,
voters increasingly fail to recognize themselves in
the political realm, nor do they see their preferences
reflected in political decision making, a perception
that has been confirmed by research evidence for
countries in the global North and the global South
(see chapter 3).¢ Arguably these broad claims are
not applicable to all countries in the same way and
the state of democracy is likely to differ from country
to country while also changing over time. However,
citizens’ views on the performance and quality of
political leaders and institutions as well as empirical
evidence on elite capture and bias in policy processes
need to be taken seriously, either because they
indicate real challenges that need to be addressed
or because they lead to alienation or radicalization
of citizens, which can result in political extremism.

In Latin America, the region with the highest share
of democratic countries in the developing world,"*
people nonetheless perceive their societies as highly
unequal and unfair. In 2020, 77 percent believed
that their countries were governed in the interests
of powerful groups and not for the benefit of all,
a figure that reached 91 percent in Costa Rica and
Chile and 95 percent in Paraguay (see figure 2.8).
This perceived and real concentration of power
and bias of representation is not only undermining
democracy and the legitimacy of politics but also
affecting innovation and growth (chapter 3).

5.3 A crisis of trust

While modern liberal societies are built on a
complex web of trust relations, underpinned by
knowledge systems,
conduct, preoccupations about decreasing trust
and associated social and economic costs emerged
in the 1990s and 2000s.*¥ Interestingly, trust has
recently been identified as a positive determinant of
resilience during the Covid-19 pandemic, reflecting
a stronger social contract.' Trust, defined as “a
person’s belief that another person or institution
will act consistently with their expectations of
positive behaviour,”'° is considered a key ingredient
for prosperous societies, social capital, well-being
and efficient economies. While trust, measured
mainly through opinion surveys,” tends to be
higher in high-income countries compared with

institutions and codes of
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Figure 2.8 Share of people who believe their countries are governed according to the interests of powerful groups, 2020

40% 50% 60% 70% 80% 90%

Source: Latinobarémetro Corporation 2020. Reproduced with permission from UNDP (2021).

lower-income countries, there has been a clear
decline in institutional trust in developed countries
over the last decades. In the United States, trust in
the national government has declined by two-thirds,
from 73 percent in 1958 to 24 percent in 2021.1%
Western Europe has also seen a steady decline in
public trust since the 1970s."”> Trust in government

and parliament has also declined in Africa and Latin
America in the second decade of the 2000s."*

The reasons for declining trust are mainly attributed
to economic insecurity and poor or corrupt
governance,” but also to rising inequality.®
Additionally, in a context of new technologies
greatly facilitating the dissemination of fake news,
posttruth information and alternative realities, as
well as the increase in whistleblowing, fraud and
other leaks, the leap of faith implied in trust is
becoming more challenging.”” Distrust, meanwhile,
is easily fueled by ever-increasing evidence revealing
corruption scandals and misconduct by political
158 At the same time, trust in

Q

and economic elites.
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information sources themselves is at record lows,
and a majority of people (61 percent) in a sample
of 27 countries surveyed by the Edelman Trust
Barometer believe that the media are not doing well
in being objective and non-partisan, reaching levels
as high as 80 percent in Japan," a result that is likely
to be influenced by the increasing elite capture of
media (see Spotlight by Anya Schiffrin).!*°

Finally, epidemics seem to have a negative impact
on trust among younger people, in particular if the
government response is considered insufficient or
ineffective. !

As a result, a growing number of citizens perceive key
public figures or the entire system as untrustworthy
and dishonest, a development that is easily exploited
by populist parties and leaders, as explored in section

5.5.1



5.4 Disempowering the state

The dominance of large companies, both national
and multinational (figure 2.9), a result of monopoly
power, market concentration, technological change
and power asymmetries along GVCs (see chapters 1
and 3), to name a few drivers, contrasts with low state
capacity and disempowered democracies. The global
firm has been identified as the key institution of the
post-democratic world,'®® detached from loyalty to
any particular human community while oftentimes
exerting more influence on national policy making
(using their structural and instrumental power; see
chapter 3) than ordinary citizens.'** Profiting from
the rules and incentives provided by financialized
hyperglobalization and shareholder capitalism,'®
big companies are increasingly controlling their
environment and shaping regulations. This influence
at times reaches levels of corporate capture, defined
as undue influence on decision makers and public
institutions to the detriment of human rights and
the public good.'*® In contrast, smaller firms are
operating in highly competitive contexts with low to
zero mark-ups and little policy influence (chapter 3).

Figure 2.9 Revenues of top 50 firms (as percent of GDP)
in Latin America, selected countries, 2019
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Another feature of contemporary democracies is
the fact that national political actors including
parliaments, governments and tribunals are losing
power and policy space vis-a-vis global markets and
technocratic institutions such as bureaucracies,
independent monetary or financial agencies such
as central banks or autonomous revenue agencies,
and international actors such as international
aid agencies, a tendency that flourished during
the early heydays of market liberalism and has
been accompanied by a new policy paradigm of
technocratic policy making and public sector
management.'”’ In the global South, this has resulted
in the phenomenon of “choiceless democracies,”'®®
governments that are disempowered through a mix
of donor policy conditionality and market pressures,
with adverse consequences for state legitimacy and
democratic deepening. Indeed, the predominance
of economic policies that hamper democracies from
addressing issues of equity and poverty constitute a
key structural constraint in consolidating democratic
regimes in developing countries.'®

However, economic pressures that have surged in
the period of neoliberal globalization are not only
constraining democracies and sparking contestation
in the global South. Increasing social mobilization
against globalization and the power of creditors
during the Great Recession post-2008 in the
European periphery, affecting Greece, Ireland, Italy,
Portugal and Spain, is a compelling example.”
According to  Rodrik  (2011), financialized
globalization does indeed represent a key paradox
for democratic decision making and the social
contract in industrialized countries, as it constraints
policy space that is vital to ensure legitimacy in
democracies.

5.5 llliberal democracies
and the rise of populism

While new information and communication
technologies and modalities such as the Internet
and social media, instruments that are regularly
used as political weapons and divisive forces
by political extremists, are contributing to the
growing polarization and radicalization of citizens,
they are not deemed root causes of political crisis
but instruments that can have both positive and
negative impacts on participation, democratization
or political polarization.” Nevertheless, business
models employed by many of the developers of
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these technologies such as algorithms that target
and influence users in consumption behaviours
and opinion formation should be scrutinized and
governments must adopt rights-based and user
centred Internet policies to ensure consumer
protection and uphold communication and
information ethics.'”?

What is even more worrying is the reality of formally
democratic regimes being hollowed out by elected
leaders who undermine core liberal institutions
of checks and balances, separation of power, rule
of law and protection of individual rights, and
independent media, resulting in regimes that have
been termed “illiberal democracies”.'” According
to Mounk (2018), the unique mix of individual
rights and popular rule that has characterized liberal
democracy in North America and Western Europe is
coming apart. What emerges is democracy without
rights or rights without democracy. In the first case,
this process is accompanied by a fragmentation
of the traditional party system with the ascent of
radical parties at the political margins, in particular
farright, self-proclaimed anti-establishment parties.

The recent crisis of democracy, involving democratic
erosion and backsliding,'™
proliferation of populist regimes, parties, leaders,
movements and media outlets. It is one of the
political crisis symptoms indicating a broken
social contract, affecting both consolidated rich
democracies and younger or hybrid democracies.
Populists question both the impartiality and the
objectivity of political or bureaucratic actors, as well
as the separation of powers. Again, as in the case of
increasing protest and declining trust, inequalities,
economic grievances and insecurity in the age of
austerity and neoliberal globalization are cited as
drivers of alienation, disillusionment and the rise
of the extreme Right.” But in addition to these
long-term structural drivers mingling unfavourably
with psycho-emotional and cultural factors that
are displayed by some of the groups spearheading
“angry citizen” (Wutbiirger) or otherwise xenophobic,
misogynistic and ethno-nationalist movements,'”
it is the increasing revelation of public lies,
corruption scandals, violation of rules and personal
enrichment in public office that are eroding trust
and credibility."””

is associated with a

While definitions of populism remain varied
and contested, it can be defined as a set of ideas
that divides society into “the pure people” versus
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“the corrupt elite” while claiming that politics
should respect popular sovereignty at any cost.'”®
Programmatically undefined, populism can be
combined with a range of “host ideologies” such
as nationalism, neoliberalism or socialism."”
Based on minimal understandings of democracy,
popular sovereignty and majority rule, populists
tend to undermine liberal democratic principles
such as minority rights, rule of law and separation
of powers, turning populist regimes into illiberal
democracies.'®

Populism has further been linked with increasing
political polarization. Populists have benefited from
the convergence between centre-right and centre-
left parties in their support of neoliberal policies,
globalization or regional integration, and cultural
diversity.®! Finally, populism goes beyond the
rise of populist parties or governments, impacting
mainstream political parties, politicians and the
public.

6. The Covid-19 Pandemic:
Revealer and Amplifier

The Covid-19 pandemic has come to shape every
aspect of our world and daily lives since the virus
was first detected in late 2019. The pandemic shock
that by April 2022 had resulted in over 500 million
confirmed cases and more than 6.2 million officially
reported deaths'®>—with non-official death estimates
more than twice as high, ranging from 14.6 million
to 24.8 million'®—is revealing of how the different
crises we have analysed in this chapter interact with
health crises such as Covid-19 while also making
their impacts much worse. And while Covid-19 has
revealed the unequal structures in our societies, it
has also acted as an amplifier of existing inequalities
and pushed the less powerful and more vulnerable

further behind.

The pandemic spread quickly across the globe,
putting health systems, state capacity and people’s
resilience under severe strain. Most governments
took immediate action to contain the spread of the
virus, save lives and prevent a breakdown of national
health systems. At the same time, economic and
social support measures were rolled out to cushion
the worst impacts of lockdown measures, travel



restrictions and disruptions of GVCs on economies
and livelihoods. Nevertheless, the economic crisis
triggered by Covid-19 plunged the global economy
into recession and pushed millions of people into
poverty (see chapters 1 and 3).

The social and economic impacts of the health
crisis acted through various channels: directly
through impacts on health systems, and indirectly
through supply and demand effects in response to
containment measures such as lockdowns, transport
restrictions, temporary closures of businesses and
so forth. While effects on health systems appeared
mainly in the form of a lack of capacity to absorb
the increase in patients and offer appropriate care
and treatment, in particular for patients requiring
intensive care, it resulted also in an overburdening
of frontline health personnel and unequal access
to health facilities for persons without health
insurance, those of low income, or those living in
remote and underserviced areas. Indirect impacts on
the economy led to disruptions of production, lower
private investment, bankruptcies, deterioration in
productive capacity and human capital, higher un-
and underemployment, reductions in salaries and
incomes, and skyrocketing debt.

Both direct health impacts and socioeconomic
effects of government measures have revealed and
amplified existing inequalities between rich and
poor people and between social groups. This is in
line with experiences from previous epidemics/
pandemics: for example, the 2021 Flagship Report
from Pathfinders for Peaceful, Just and Inclusive
Societies finds that all six major global epidemics/
pandemics that have taken place since the beginning
of the twentyfirst century (SARS in 2003, HIN1
in 2009, MERS in 2012, Ebola in 2014, Zika in
2016 and Covid-19 currently) have led to a spike in
income inequality.

Regarding pre-crisis inequalities as a driver of health
crises, we can hypothesize that the more unequal
a country before the crisis (including inequality
with regard to access to social protection and social
services), the less resilient and prepared, and the
less capable it is to address crisis successfully.!®*
According to Winnie Byanyima, pandemics are
closely related to intersecting inequalities, which in
turn are reproduced by social norms and policies
(see Spotlight by Winnie Byanyima).
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The inequalities which
drive pandemics are
perpetuated by social
norms and prejudices,
by national policies and
resource allocation,
and by global policies
and finance.

~Winnie Byanyima
Executive Director, UNAIDS

Globally, North-South divides can lead to slower
public health responses, for example, in terms of roll-
out of vaccinations (see Spotlights by Jayati Ghosh
and Sakiko Fukuda-Parr), and more severe economic
impacts in poorer countries. At the national level,
economic and social inequalities result in higher
destruction of jobs and employment opportunities
because jobs are less protected by public policies
(see figure 2.10), while educational attainment
and health status can be adversely affected due to
insufficient health and education services and loss
of fiscal revenues. Deficits and debt burdens can
become unsustainable due to less favourable pre-
crisis conditions and lack of fiscal buffers, all leading
to setbacks in social development, for example, for
poverty, youth employment or gender equality.

6.1 Covid-19 and social inequalities

For example, Covid-19 has had particularly
devastating impacts on vulnerable and marginalized
groups, revealing the compounded disadvantages
many persons experience (see Spotlight by Naila
Kabeer; chapter 3). Women—in some countries
women of colour in particular—have been more likely
to lose their jobs during the Covid-19 crisis, stalling
or even abandoning their careers and financial
security: Oxfam (2022) finds that women lost USD
800 billion in earnings in 2020, with 13 million
fewer women in work now than there were in 2019.
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Figure 2.10 Percentage change in global hours worked during Covid-19 crisis, relative to 2019:Q4
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In the United Kingdom, 22 percent of people from
ethnically diverse communities lost their jobs, well
above the average of 9 percent.'® The gap between
men and women who live in poverty has widened.
Projections commissioned by UN Women and the
United Nations Development Programme (UNDP)
suggest that by 2021, for every 100 men aged 25 to
34 living in extreme poverty (living on USD 1.90 a
day or less), there will be 118 women, a gap that is
expected to increase to 121 women per 100 men by
2030.18¢ Job losses have been more pronounced in
lower-middle income countries compared to high-
income countries, while employment recovery has
been larger in high-income countries compared to
middle and low-income countries (figure 2.10).
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Covid-19 has also amplified gender-based violence.
In many contexts, virus-related measures, aimed at
keeping people protected, have increased women’s
and children’s vulnerability to violence in the home,
with growing numbers of reports of intensified
gender-based violence and sexual exploitation
and abuse.'® Rates of child marriage and teenage
pregnancy rose.’®® Increased instances of violence
against LGBTIQ+ persons during confinement have
also been recorded (see chapter 3).'%°

The pandemic has also intensified challenges
migrants and refugees face in accessing social,
economic and political rights in host countries:
migrant workers, particularly those on strictly
temporary contracts and the undocumented, have
been disproportionately affected by the virus and the
ensuing economic fallout, in particular through an
increase in Covid-19-related job losses (for example,
for domestic workers),”® dangerous working
conditions for those still in work, an increase
in non- or underpayment of wages, difficulty in
organizing repatriations and the impact of Covid-19
on remittances.”! Women migrants have been
especially hard hit due to their high presence in
frontline services, domestic and care work, and the
lack of access to social protection for female migrants
in precarious and irregular working situations.'”?
The adverse impacts of the pandemic on migrants
shows how existing intersecting inequalities, both
drivers and consequences of migration, have been
exacerbated during the crisis.

The impacts of the Covid-19 pandemic have not
been distributed equally across space. Disadvantaged
neighbourhoods have experienced more severe
impacts of the disease, whether directly in terms of
cases, or indirectly in terms of effects on livelihoods
and quality of life. From the United States” to
Brazil® to South Africa,”® data show that low-income
neighbourhoods have suffered consistently higher
infection and mortality rates than their affluent
counterparts in the same cities. These unequal
impacts have been shaped by spatial inequality.
Residential segregation is largely correlated to a
number of economic and environmental factors
that affect the health of residents over the lifespan,
including access to health services, cost-prohibitive
medical care, exposure to pollutants and toxins, lack
of access to green space, prevalence of food deserts
and infrastructural deficiencies.””® Further, housing
itself plays a crucial role in vulnerability to Covid-19.
Residential segregation is reflected in unequal
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patterns of home ownership (which has significant
implications for housing security in situations of lost
income due to Covid-19), as well as steep disparities
in access to and quality of housing. This presents
challenges related to overcrowding (with many living
in multifamily or multigenerational homes),""” lack
of proximity to services such as health care, poor
infrastructure around sanitation and hygiene,
and, for the houseless, the inability to follow
stay-athome orders or practise social distancing.
Ultimately, social distancing has been much less
feasible in low-income neighbourhoods."”® Further,
disadvantaged neighbourhoods tend to have much
higher concentrations of essential and frontline
workers, who overwhelming come from low-income
and minority communities, are unable to work from
home and often have little access to sick leave.

The spatial impacts of Covid-19 have also manifested
in increased horizontal inequalities, as residential
segregation largely plays out along racial and ethnic
lines. Data show a much higher rate of infection
and death among communities of colour, a result of
a combination of the factors laid out above as well
as long-term exclusions and disparities arising from
structural racism.!?

At the same time, those living in higherincome
neighbourhoods have been able to better avoid
many of the negative consequences of the pandemic
or at least minimize their risk. In addition to having
better access to health services and more housing
and income security, higherincome groups are
more likely to work in sectors where working from
home has been possible. They have largely benefited
from home environments more conducive to
confinement, including ample room for all family
members; uninterrupted services such as running
water, electricity and Internet; private outdoor
space; access to home delivery networks for food
and supplies; and close proximity to parks and green
spaces for outdoor social distancing.”®® This has
had implications not only for health and comfort,
but also for the ability to continue working and
learning.?"!

6.2 The economic impact of Covid-19

Economic and social crisis impacts are closely related
as economic crises affect employment, household
incomes and consumption, as well as access to social
services. Government finances and public service
delivery are likely to suffer, with knock-on effects on
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Figure 2.11 GDP growth during Global Financial Crisis (2009) and Covid-19 (2020)
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government credibility and legitimacy. Regarding
employment, the impacts of the current pandemic
have been worse than those during the financial
crisis of 2008-2009. According to the ILO (2021),
114 million jobs were lost and working hour losses
in 2020 were approximately four times higher than
in 2008-2009, with largest losses occurring in lower-
middle income countries (figure 2.10; chapter 3).

Average global growth in the decade following
the financial crisis 2009 was already the slowest
since 1945, and now it will take years to recover
from the Covid-19 shock, in particular given new
economic challenges emerging in the wake of the
Russia-Ukraine war, such as increasing defence
budgets, interruptions of supply chains and price
shocks. The economic impact of Covid-19 in terms
of income loss and GDP decline has been much
worse than that in 2008, in particular in South Asia
and Africa (see figure 2.11).2> The pandemic led
to a 3.3 percent decrease in global GDP in 2020,
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followed by an uneven recovery of 5.8 percent in
2021, with stronger GDP growth for China (8.1
percent) and the United States (5.7 percent) but
output remaining below pre-crisis levels for much of
Europe and most of the global South.?®® Key reasons
for the uneven recovery are economic structures and
sector dependencies (slower recovery for tourism
and commodity-dependent economies compared
with manufacturing-dependent economies), the lack
of fiscal space to stimulate demand in developing
countries as well as the global disparity in vaccination
coverage between countries (see Spotlight by Jayati
Ghosh). As of 1 September 2022, 67.7 percent of
the world population has received at least one dose
of a Covid-19 vaccine; 12.58 billion doses have been
administered globally, and 4.74 million are now
administered each day. However, only 20.9 percent
of people in low-income countries have received at
least one dose, compared with 79.4 percent (April
2022) in high-income countries.?*


https://ourworldindata.org/explorers/coronavirus-data-explorer?zoomToSelection=true&pickerSort=asc&pickerMetric=location&Interval=Cumulative&Relative+to+Population=false&Align+outbreaks=false&country=~OWID_WRL&Metric=Vaccine+doses
https://ourworldindata.org/explorers/coronavirus-data-explorer?zoomToSelection=true&pickerSort=asc&pickerMetric=location&Interval=7-day+rolling+average&Relative+to+Population=false&Align+outbreaks=false&country=~OWID_WRL&Metric=Vaccine+doses
https://ourworldindata.org/grapher/share-people-vaccinated-covid?country=High+income~Upper+middle+income~Lower+middle+income~Low+income

The pandemic has also had a negative impact on
external private financing to developing countries,
which is estimated to increase the SDG financing
gap by 70 percent or USD 1.7 trillion.?®

It therefore comes as no surprise that debt
sustainability has also deteriorated: external debt
stocks of developing countries reached USD 11.3
trillion in 2020, 4.6 percent above 2019 levels
and 2.5 times higher than in 2009; this not only
increases the future risk of sovereign debt crisis but
has also increased debt service as a percentage of
export revenues, which accounts for an average of
15.8 percent for all developing countries in 2020.2%
Overall public debt burdens (internal and external)
have reached unprecedented levels of 364 percent
of government revenues in sub-Saharan Africa and
300 percent in Latin America and the Caribbean.?’
About 60 percent of LDCs and low-income countries
feature a high risk of debt distress, a number that
has doubled since 2015.2% Given high debt servicing
costs and the inability to issue external debt in
domestic currency, this will impact policy space and
imply balance of payments constraints.

Have government responses to the crisis acted as a
leveler on economic and social impacts! How effec-
tively have political strategies been able to cater both
for lives and for livelihoods? On a macroeconomic
level, fiscal stimulus measures such as temporary wage
support, income replacement schemes, unemployment
benefits, direct cash transfers to households and
expansion of health expenditures were highly unequal
between developed and developing countries (as the
latter are more vulnerable to public debt increases
and balance of payment and currency crises). These
measures also differed sharply from announcements,
with actual additional government spending and
transfers between 6 and 9 percent of GDP lower than
the announced stimulus in some of the most advanced
countries (Australia, Canada, Germany, Japan and the
United Kingdom). Finally, measures were concentrated
on net transfers to the private sector with the side effect
of increasing savings (for example, savings in the United
States increased from USD 1.2 to 2.9 trillion in 2020),
fueling financial speculation and inflating equity prices
and thus further increasing wealth inequalities (see
chapter 3).2%

Finally, the Covid-19 pandemic has once more
exposed the varied interlinkages between crisis,
poverty and inequality, and the environment.
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Indeed, the outbreak of Covid-19 is directly
linked to biodiversity loss, which drives the rise of
zoonotic diseases.?'® Previous crises have shown that
potential short-term improvements in equality and
environmental impact tend to give way to further
deterioration at later stages. This calls for more
conscious design of crisis measures regarding their
ecological and social dimensions. However, these
lessons have not been incorporated sufficiently in the
current crisis response, with two-thirds of Covid-19
support measures launched by governments not
being designed in an environmentally sensitive
way.*'" While global fossil CO, emissions fell by 5.4
percent in 2020 due to Covid-19, they are projected
to rapidly rebound in 2021 to near pre-Covid-19
levels.?” Recent data on EU countries reveal that in
the fourth quarter of 2021, greenhouse gas emissions
reached their highest level since the end of 2019, an
8 percent increase compared to quarter 4 in 2020.%
Further, as mentioned previously, companies have
used the pandemic to lobby for delays and reversals
of environmental protection laws,’'* a pattern that
could repeat itself in the context of the current
energy crisis triggered by the Russia-Ukraine war.

We were never going

to be in this pandemic
together. The world is too
unequal. A more accurate
description of its impact
is provided by the UN
Secretary General: the
Covid-19 pandemic acted
like an x-ray, “revealing
fractures in the fragile
skeleton of the societies
we have built.”.

—Naila Kabeer

Professor,
London School of Economics
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However, periods of crisis such as the Covid-19
pandemic could usher in more longterm structural
changes, with governments empowered with
emergency mandates. Lessons from past crises can
help in the design of policies for the post-Covid-19
recovery which are both inclusive and green,
building greater crisis resilience and supporting the
sustainability transition.??

7. Conclusions

Largely as a result of policy choices by governments
that have promoted neoliberal hyperglobalization,
reinforcing existing historical inequalities related
to colonialism and imperialism, inequalities have
risen over the last decades, reaching levels that
are increasingly deemed problematic. Inequality
has been a driver, amplifier and consequence of
multiple crises—economic, environmental, social
and political—creating a vicious circle of instability,
crisis and growing disparities, and rendering our
world highly vulnerable to shocks. Such crises
have historically led to further entrenchment of
elite power, as the wealthy inevitably find ways to
reap benefits while largely avoiding the adverse
consequences of crisis. Further, crises are associated
with deepening social fractures, the rolling back of
rights and progressive policies, decreased legitimacy
of the state, the breakdown of the social contract and
backlash against marginalized groups. The analysis
of four different types of crises, their root causes and
consequences—covering economic and financial,
climate and environmental, care, and political crises
over the last decades—shows that crises are firmly
built into our current economic model. They are
interdependent and driven by existing inequalities,
reinforcing vertical and horizontal inequalities
as a consequence. Crises require integrated and
substantive policy responses and reforms that move
beyond shortterm crisis management and address
their root causes, among which inequalities feature
prominently. Understanding how we arrived at
past and ongoing crises is essential in order to
design alternative policy approaches that are more
inclusive, equitable and sustainable and rebalance
dominant power structures. While the climate crisis
is deemed by many the defining challenge of our
century, the Covid-19 crisis is the great revealer of
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Largely as a result

of policy choices by
governments that have
promoted neoliberal
hyperglobalization,
reinforcing existing
historical inequalities
related to colonialism and
imperialism, inequalities
have risen over the last
decades, reaching levels
that are increasingly
deemed problematic.

the inherent problems of the globalized economy
and the unequal outcomes it has produced. It
has led to millions of deaths, a disease burden of
physical and mental health, job insecurity, economic
hardship and increased levels of domestic violence.
In terms of asilver lining, it has led to unprecedented
responses regarding fiscal stimulus and public health
and a broad debate about building “forward” better,
opening a window of opportunity for policy change
beyond reinstating flawed models of the past.



Figure 2.12 Crises and inequality
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To fight pandemics,
fight inequalities

Winnie Byanyima
Executive Director, UNAIDS; Under-Secretary-
General of the United Nations

¥ @Winnie_Byanyima

The strategy agreed by world leaders in 2021 to
tackle HIV and AIDS commits us, as the United
Nations and as countries, to fighting intersecting
inequalities. When asked why, our answer is a
simple one: it’s the only realistic approach to beating
pandemics.

The damage wrought by Covid-19, HIV and other
pandemics is not the result of the viruses alone,

but of how they make space in, and expand, the
fissures of our unequal society. Such inequality is a
key part of why our world was so vulnerable to Covid
and why collectively we failed to respond effectively
to a global health emergency. A viral outbreak does
not have to become a global pandemic and an
economic, social and political crisis. It didn’t need to
come to this.

Our collective preparedness and resilience to
pandemic threats depend on strong health

and social protection systems, but we allowed
inequality to hollow those out. Even before the

Covid emergency, two-thirds of African countries
were charging user fees for health care at all levels,
refusing life-saving care to those who could not pay.
Around the world, 10,000 people were dying every
day because they could not access health care.?
Worse yet, research shows that the International
Monetary Fund’s (IMF) severe approach to austerity,
which even the IMF itself had acknowledged was
excessive in driving fiscal consolidation, “did not
significantly change” since the 2008 financial crisis.?

During pandemics, health inequalities are hugely
amplified. Inequalities compound the impacts

of pandemics, and vice versa, rendering them

even more difficult to overcome. Indeed, extreme
inequality itself acts as a kind of pandemic—it hurts
us all, it widens inexorably unless it is stopped

and it can only be beaten if we take it on together
worldwide.

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT

The inequalities that drive pandemics are
perpetuated by social norms and prejudices, by
national policies and resource allocation, and by
global policies and finance. And key to determining
all those are inequalities of voice and power.

For example, six in seven adolescent HIV cases in
sub-Saharan Africa are girls. These numbers are
rooted in inequalities of power. When governments
enable girls to finish school, they halve their risk

of acquiring HIV. When they ensure access to a
complementary package of empowerment and rights
alongside schooling, they further reduce that risk.*

When groups of people are criminalized or socially
ostracized, denied jobs or a seat at the table, their
risk of acquiring pandemic diseases dramatically
increases; for example, in countries where same-sex
relations are criminalized, gay men are more than
twice as likely to have HIV than they are in countries
with no criminalization.® Fear of punishment, but
also fear of mistreatment and of social stigma,
discourage affected people from using life-saving
services and risk a perpetual pandemic.

Keeping monopolies in the hands of a few
pharmaceutical companies drives inequality of
access to life-saving health technology. Twelve
million lives were lost because monopolies kept
antiretrovirals at prices unaffordable for developing
countries.® Mass use of antiretrovirals to prevent
AIDS came only when low-income countries defied
pressure and contracted generic supplies. But
even today, new life-saving HIV medicines such as
the long-acting antiretrovirals that are available in
the global North are not being provided to people
in developing countries, and a few companies still
monopolize production. And now we have seen
with Covid-19 that despite over USD 100 million in
taxpayers’ money being given to private companies
to deliver a vaccine, they immediately privatized
the profits from the public investment, because the
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The world is determined to
overcome pandemics that
undermine health, stability

and economic progress. But
unless we address inequalities,
the underlying drivers of
pandemics, we will be set up

to fail. The amazing scientists,
doctors and nurses who work to
end pandemics cannot succeed
unless world leaders take the
necessary steps to end the
inequalities that create barriers
to access.”

rules of a rigged economic model allow them to

do so. We have seen nine new billionaires created
as a result of the excessive profits that pharma
companies have generated from their monopolies
on the Covid vaccine, while every target to reach
people in developing countries has been missed.
Only by opening patents and know-how, enabling
vastly upscaled simultaneous production, can we get
all eight billion people vaccinated in time before new
strains endanger everyone. And only by recognizing
that life-saving technology is a public good can we
organize to be ready for the pandemic threats to
come.”

The evidence is clear. Inequalities Kill.

The world is determined to overcome pandemics that
undermine health, stability and economic progress.
But unless we address inequalities, the underlying
drivers of pandemics, we will be set up to fail. The
amazing scientists, doctors and nurses who work to
end pandemics cannot succeed unless world leaders
take the necessary steps to end the inequalities that
create barriers to access.
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The good news is, we know what works. Inequality-
busting approaches have been proven to work even
in the most challenging contexts; now they need to
be rapidly applied at scale everywhere.

The policies we need are clear:

*  We need to end inequalities in access
to essential services by delivering on
guaranteed health and education for
everyone, through public systems that
integrate community-provided services
and that respect and protect all the
workers on whom services depend,
rewarding them with fair pay and
conditions.®

e We need to end marginalization and all
forms of discrimination, which includes
repealing outdated—often colonial—laws
that are harmful and punitive. Respecting
every person’s human rights and dignity
is essential to effective pandemic
response and preparedness.®

* We need to end inequalities in access
to health technologies by supporting the
best science and getting it to everyone.
This requires both investment in globally
distributed production® and reform of
our failing rules on intellectual property to
ensure that access to life-saving science
is no longer dependent on the passport
you hold.**

Covid-19 is undefeated because the world has

not changed the rules to recognize vaccines

and health technologies as global public goods.
Instead, a few companies were allowed to maintain
grossly insufficient and unfairly allocated monopoly
production, and countries attempted to end Covid
nationally rather than globally.

AIDS is still a pandemic because, to date, the
inequalities that drive it have not been sufficiently
addressed. If they are not tackled, it will cost an
additional 7.7 million lives over the next 10 years and
remain with us for the next century. If, in contrast,
we take the bold measures needed to address the
underlying inequalities that drive AIDS, we can end it
as a public health crisis by 2030.12

The lessons learned by the AIDS movement guide

us on how to end AIDS, overcome the Covid-19 crisis
and be ready to beat the pandemic threats of the
future.
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Fighting inequalities is a hard path because it
requires our leaders to break with social and
economic orthodoxies—but it is the only path that
can succeed. The most unrealistic thing we could
do now is to imagine we can overcome our crises
through minor adjustments or tinkering.

The choice that leaders face on inequalities is
between bold action and half-measures. The data is

clear: it is the more cautious of these choices that is References
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Climate philanthropy
and the 1 percent
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Philanthropy has been intertwined with the
international climate debate for at least half a
century. In the 1970s and 1980s, a relatively

small group of US-based, liberal foundations—

most notably, Rockefeller, Ford, Alton Jones and
Rockefeller Brothers—funded scientific research on
climatic change and helped to establish the global
processes and multilateral institutions that continue
to underpin the international climate regime: the
Intergovernmental Panel on Climate Change (IPCC)
and the United Nations Framework Convention on
Climate Change (UNFCCC).* Guided by the belief that,
given the right multilateral institutions, along with
adequate resources and information, a global and
mutually beneficial approach to the climate crisis
could be reached, they supported the formation

of a global civil society space on climate. This was
done through funding to NGOs and think tanks (for
example, World Resources Institute, Beijer Institute,
Climate Action Network), support for research and
awareness raising and convening international
symposiums. NGOs in particular were viewed as

an important instrument through which to get
governments to act on climate change and commit to
a global solution. As one Rockefeller Brothers Fund
programme officer explained in 1989, “given the
glacial pace at which governments around the world
appear to be moving toward coordinated action to
address the problem,” the Fund felt that there was
“an important behind-the-scenes role to be played
by thoughtful and well-placed non-governmental
organizations that are free from the political
considerations that are constraining government
initiatives.”?

The late 1990s and early 2000s saw an important
shift in the philanthropic landscape: the arrival

of a new brand of climate philanthropists and
foundations. This shift occurred in a context of
(continued) reluctance of successive US federal
government administrations to commit to ambitious
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emissions reduction targets, the spread of
conservative- and fossil fuel industry-backed climate
scepticism, and growing reservations about the
UNFCCC'’s ability to deliver an ambitious and legally
binding agreement in the post-Kyoto context. But

the ascent of these new climate philanthropists and
foundations also reflected a broader set of “material,
ideational, and institutional changes” since the
1970s and 1980s. Neoliberal globalization, the rise
of tech and finance, deregulation and tax cuts for the
wealthy, among others, gave rise to a new group of
high-net-worth individuals and spurred their active
involvement in world politics through philanthropy.®

While retaining core liberal principles and values,
they have promoted a distinctive understanding of
how to achieve a low-carbon transition, and how
philanthropy can best contribute to the overall effort.
These so-called philanthrocapitalists or venture
philanthropists adopt a more explicitly hands-on

and entrepreneurial approach to their philanthropy
than their predecessors. Through their foundations,
they frequently summon their (supposedly) unique
“business acumen, ambition, and ‘strategic’
mindset” and deliberately blur the divide between
selflessness and self-interest to justify their incursion
into the international climate debate. As Linsey
McGoey (2015:20) writes, “not only is it no longer
necessary to ‘disguise’ or minimize self-interest,
self-interest is championed as the best rationale for
helping others. It is seen not as coexisting in tension
with altruism, but as a prerequisite for altruism.”

The adoption of a “strategic” and “focused” mindset
among the climate philanthropy set is further
justified by the limited available philanthropic
resources compared with the scale of the problem.
Since climate philanthropy represents less than 0.1
percent of total climate finance* and 2 percent of
philanthropic giving, strategic leverage, it is argued,
is necessary in order to have a meaningful impact.

SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT
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At the individual foundation level, this mindset
translates into closer oversight of grant recipients.
Sector-wide, it is seen in the launch of specialized
“pass-through” foundations (to channel philanthropic
dollars more effectively), and the creation of informal
and formal platforms for the coordination and
alignment of philanthropic efforts.

A notable example is the ClimateWorks foundation,
launched in 2008, to coordinate global climate
philanthropy efforts and strategically channel
philanthropic dollars to carefully selected projects
and organizations in sectors (for example, energy,
transport, construction) and regions (for example,
Europe, the United States, China, India) that
foreground market- and technology-based solutions.

The International Policies and Politics Initiative (IPPI)
is another noteworthy example. It was launched in
2013 to “highlight opportunities for philanthropic
collaboration, joint strategy development, resource
pooling, and grant-making alignments in the arena of
international politics and politics of climate change”
and to create the conditions for a “successful”
outcome at the Paris Climate Conference (2015).
Through support to the negotiation process and
efforts to shape the narrative around COP21, IPPI
played an important role in creating the conditions
for the Paris Agreement.®

Through their promotion of market-based solutions,
“non-disruptive disruptions”—technologijes that
deliver “solutions” without addressing the root
causes of the problem,® the knowledge economy
and the figure of the “activist entrepreneur,” these
foundations push a new green spirit of capitalism
that not only places market-based solutions and
innovation at the heart of the low-carbon transition,
but also provides twenty-first-century plutocrats

a social licence to operate. In other words,
contemporary climate philanthropy legitimizes
successful-entrepreneurs-turned-philanthropists by
upholding the idea that they are ideally positioned
to address the climate crisis. Through a process of
“celebritization,” climate philanthropy is as much
about saving the climate as it is about legitimizing a
global superclass’ whose accumulated wealth has
reached record highs in recent years and whose
carbon footprints, according to Oxfam and the
Stockholm Environment Institute, are twice those of
the poorest 50 percent of the world population.®

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT

Through a process of
‘celebritization,’ climate
philanthropy is as much about
saving the climate as it is about
legitimizing a global superclass
whose accumulated wealth

has reached record highs in
recent years and whose carbon
footprints, according to Oxfam
and the Stockholm Environment
Institute, are twice those of the
poorest 50 percent of the world
population.”

This points to mainstream climate philanthropy’s
profoundly ideological character. Behind certain
climate philanthropists’ claims that they are simply
following the science and adopting a common-sense,
data-driven and bipartisan approach to addressing
the climate problem lies a deeply political and
ideological endeavour to shape the low-carbon
transition in their image, and in a way that legitimizes
extreme wealth and the super-rich.

Like their illustrious twentieth-century predecessors,
a priority for today’s climate philanthropists is

to “save capitalism from itself”® and “maintain

an economic and political order, international in
scope, which benefits the ruling-class interests of
philanthropists.”*° In the age of the Anthropocene
and Jeff Bezos, however, this involves constructing
and promoting a new mobilizing discourse—“a
seemingly radical, anti-systemic critique of
capitalism” that simultaneously provides “moral
legitimacy and affective force for proposals to
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irrevocably transform capitalism into a more
environmentally virtuous economy; still capitalism,
just a better, greener version.”*! This new green
spirit of capitalism acknowledges capitalism’s
environmental shortcomings while simultaneously
reaffirming its supremacy and the centrality of those
who benefit most directly from it.

Endnotes
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The Covid-19 conundrum:
Lives, livelihoods and
intersecting inequalities
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In the early days of the pandemic, when it seemed
we were facing a virus that did not recognize national
boundaries or respect differences of class, gender,
race and other significant identities, there were a
number of statements made to the effect of “we are
all in this together.”* One way to demonstrate the
fallacy of this statement is to examine the impacts

of what the Financial Times called the Covid-19
conundrum: the difficult trade-off policy makers

had to make between the health of their citizens

and the health of their economies.? Should they

take restrictive measures to contain the virus but
undermine growth or should they minimize restrictive
measures and accept the health risks? And who
should the restrictive measures apply to?

Restrictive measures were indeed imposed in

the form of the lockdown of economies. These
measures introduced a new conceptual distinction
in the labour market lexicon between the “essential
work” considered necessary to allow people to
continue critical aspects of their daily lives and
“non-essential work,” all other activities that would
have to be suspended. Unsurprisingly, there was a
major contraction in the global economy as a result.
However, the trade-off between lives and livelihoods
played out very differently for different groups of
workers depending on where they were located in the
pyramidal structures of labour markets (from formal
employment at the top, to informal and subsistence
work in the middle—jobs that are not protected or
regulated by the state—and unpaid care work at the
bottom) across the world.2 The impact was harshest
for workers at the bottom of the pyramid, those
whose class disadvantage was exacerbated by their
marginalized social identities, with gender being the
most pervasive of these identities.

CRISES OF INEQUALITY

The trade-off took its greatest toll on the

lives of essential workers because they were
disproportionately drawn from these marginalized
groups and concentrated in the lower-paid ranks of
the economy. In the United Kingdom, for instance,
the risks of infection and death were higher among
essential workers, particularly health workers,

than any other category, but highest among those
from Black and minority ethnic groups.* In Canada,
Covid-19 cases were concentrated in areas that had
higher-than-average proportions of low-paid essential
workers, recent immigrants and “visible” minorities.®

A comprehensive search of studies dealing with
essential workers and occupational risk found that
across the world, essential workers had higher levels
of infection and death, not only because of their
greater exposure to risk but also because as women,
migrants, racial minorities or other marginalized
groups, they suffered a higher risk of “moral injury,”
that is, health consequences arising from the failure
of employers to provide protective equipment and
other safety measures.® For example, India’s five
million sanitation workers (such as waste pickers,
hospital cleaners and crematorium and sewage
workers), mainly drawn from its lowest castes, played
a frontline role in the health and hygiene of the
nation, but few had health or life insurance. As late
as May 2020, around 65 percent of these workers
still had not received safety instructions or training.”

The impacts of lockdowns were varied among the
much larger and more heterogeneous group of
workers classified as non-essential. It is unlikely that
the trade-off between lives and livelihoods had much
relevance for non-essential workers at the very top
of the global labour market pyramid who had enough
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The trade-off between lives

and livelihoods played out

very differently for different
groups of workers depending on
where they were located in the
pyramidal structures of labour
markets across the world.”

wealth to ride out the pandemic without risking their
lives. Indeed, the world’s billionaires saw their wealth
increase by a staggering USD 3.9 trillion between
March and December 2020.8

While non-essential workers privileged to have formal
contracts could continue to draw their salaries by
working from home, many others had to suspend
their livelihoods. Among non-essential workers in the
informal economy, the more fortunate benefited from
some form of social assistance, though not always
adequate amounts of it.

However, for non-essential workers in the informal
economy without access to social protection, the
trade-off was irrelevant: their livelihoods were their
lives. These were domestic servants, street traders,
sex workers, migrant workers and others for whom
work was the only way to “bring home a plate of
food.” The loss of demand for their labour meant a
loss of their ability to take care of themselves and
their families.®

International Labour Organization (ILO) data provide
us with a broad-brush account of the impacts of this
trade-off across the world. They show that women
were generally hit harder by job losses than men.

In absolute terms, men lost 60 million jobs in 2020
while women lost 54 million, but in relative terms,
this translated into a 3 percent decline for men and
a 4.2 percent decline for women.*°
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Within countries, the pattern of job loss mirrored
prevailing patterns of inequality: in the United
States,** South Africa,*? the United Kingdom*® and
Brazil,** it was racial and ethnic minorities, most
often in informal jobs and lower wage-earning bands,
that reported the largest job losses. Within these
groups, job losses were generally greater for women
than for men.*®

Loss of income and earnings saw one of the largest
spikes in global hunger in decades. Food banks and
other forms of food relief made some difference but
not for everyone.

In India, almost 80 percent of low-income
households were able to access food rations through
the Public Distribution System, but they still had to
reduce their food intake because the rations were
insufficient. Brazil and Colombia adopted emergency
financial aid for informal workers, including day
labourers, but the registration process was mainly
online and difficult to access by workers with low
levels of literacy and limited access to technology;
the amounts that were delivered remained well
below the basic needs of a family. In South Africa,
the Covid-19 grants provided by the government did
little to lift households out of extreme poverty but did
reduce incidences of hunger.1®

There remains one final but important point to

make. Covid-19 revealed the significance of a group
of essential workers who had been largely invisible
and unacknowledged in the essential/non-essential
distinction drawn up by policy makers because they
were not formally considered part of the labour
market: the overwhelmingly female workforce who
worked full or part time in unpaid care work within
the home. This workforce expanded during the
pandemic as many women who had been engaged in
paid work now joined their ranks. Their work burdens
also increased as more family members were now at
home, locked out of work and school.

This increase in women'’s care work burdens had
repercussions for both them and their families.
Oxfam research in five countries documents the
emotional costs of coping with the pandemic,
revealing higher levels of stress reported by women.Y”
South African data show that women generally, but
particularly those with children, were more likely

to report that their households ran out of money

for food during the pandemic.t® A study of informal
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workers in 12 cities across six countries also found
that women with increased care responsibilities

during the pandemic were more likely to report that

an adult or child had gone hungry in recent times
than those who had not experienced an increase.

So, to return to the opening statement, we were
never going to be in this pandemic together. The

world is too unequal. A more accurate description of

its impact is provided by the UN Secretary-General:

the Covid-19 pandemic acted like an x-ray, “revealing

fractures in the fragile skeleton of the societies we
have built.”*®
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@ CHAPTER 3

jlequality:

Intersecting Inequalities
and Power

When poverty intersects with inequalities
associated with gender, race, ethnicity, caste,
age, sexual orientation, migrant or refugee
status, location or other markers of group
identity, it creates particularly oppressive and
protracted forms of disadvantage that impede
people from developing their capabilities

and contributing fully to society. Addressing
these inequalities is not only a question of
social justice, but also a key condition for
achieving more sustainable development
outcomes. Inequality has adverse impacts

on growth, macroeconomic stability, poverty
reduction, health, nutrition and educational
indicators, social protection and employment,
gender equality, human rights and democratic
governance. At the top of the income and wealth
pyramid, economic, social, environmental

and political privileges accumulate, building
the foundation of elite power that often
opposes transformative change toward greater
social, climate and economic justice. The
Covid-19 pandemic has amplified pre-existing
inequalities, but also helped to expose the
extreme state of fracture of our world, pushing
forward a consensus on the need to change the
system that led us into the crisis.
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1. Inequality Unpacked

Getting to grips with the multifaceted nature of
inequalities as both drivers and consequences of
crisis and unsustainable development, this chapter
unpacks vertical and horizontal inequalities, their
intersections and their linkages with power. While
different types of inequalities can be separated out
analytically, for example, those related to income
and wealth versus those pertaining to social groups,
they are interlinked and reinforce each other in
practice. As was laid out in chapter 2, vertical and
horizontal inequalities cause crises, amplify their
adverse impacts and shape crisis responses.

The chapter will take stock of where we stand
regarding different types of inequalities at individual,
group and country levels and analyse adverse impacts
of inequality on key development indicators such as
growth, macroeconomic stability, poverty reduction,
health, nutrition, education, violence,
protection and employment. It will illustrate how
inequalities develop along financialized global value
chains (GVCs) and in segmented labour markets,
and how they intersect for specific individuals and
groups, for example, when poverty, poor health or
disability status, migrant/refugee status, age, race,
ethnicity or caste, gender, or sexual orientation,
overlap and reinforce each other, creating particularly
oppressive and protracted forms of disadvantage.

social

We will further demonstrate how economic, social,
environmental and political privileges accumulate at
the top of the income and wealth pyramid, building
the foundation of elite power that often opposes
transformative change toward greater social, climate
and economic justice. Special attention will be paid
to the impact of Covid-19 on these inequalities, as
the pandemic has not only exposed and amplified
pre-existing inequalities and fractures, but also
pushed an emerging consensus in some quarters
on the need to change the system that led us into
the crisis (see chapter 2). In addition, while higher-
income groups and countries can shield themselves
more effectively against negative consequences of
climate change, environmental crises and health
pandemics than poor people or countries, they are
increasingly realizing that they cannot fully detach
themselves from crisis impacts and their social
and political consequences. This realization that
everyone depends on the global commons and
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Economic, social,
environmental and political
privileges accumulate at

the top of the income and
wealth pyramid, building
the foundation of elite
power that often opposes
transformative change
toward greater social, climate
and economic justice.

that no one is safe until everyone is safe opens a
window of opportunity to renegotiate our broken
social contract and to create a new eco-social one
geared toward greater social inclusion, equality and
ecological sustainability (see chapters 4 and 5).

The chapter is divided into four parts:

The first part introduces the conceptual framework
applied to understand and analyse inequalities. The
framework is based on three perspectives: inequality
as a relational concept with vertical and horizontal
dimensions; inequality and power, adopting an
intersectional approach and a gendered lens; and
inequality as a multidimensional concept that plays
out differently across time—that is, over the life
course and between generations—and space. The
second and third parts analyse current evidence on
economic and social inequalities, how these affect
the implementation of the Sustainable Development
Goals (SDGs) and how they shape the uneven impacts
of crises, such as the climate/environmental and
Covid-19 crises, on different social groups. The fourth
part unpacks the power dynamics underpinning
these intersecting inequalities, based on economic
dominance and related political inequalities.



High levels of economic inequality, often
converted into steep power imbalances,
undermine sustainable development and
prevent transformative change. When
intersecting with inequalities related to
group identity such as gender or race,
they can lead to protracted situations of
marginalization and oppression.

@000

Economic inequalities, which have
spiraled upward during neoliberal
globalization, lie at the heart of power
asymmetries and elite domination. While
an overall decrease in global inequality
between countries has been driven

by a small number of large emerging

economies, gaps in terms of income
and other development indicators have
expanded for many developing countries.

o] Jele}
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THREE

Social inequalities between groups along
lines such as gender, race, ethnicity

or caste, age, disability, citizenship

and other characteristics are based on
and reproduce hierarchies by applying
discriminatory rules and practices. These
social inequalities often intersect with
poverty and a lack of economic resources,
negatively impacting people, the economy
and equity. Marginalized groups fare

less well with regard to social outcomes,
with intersecting forms of inequality
compounding vulnerability.

[e]e] le}

Political inequalities and power
asymmetries drive and are driven by
social and economic inequalities, as
elites accumulate influence and power to
preserve and perpetuate a system that
benefits the few at the expense of the
many. This is a more than challenging
context for realizing progressive change
and has particularly devastating impacts
for vulnerable groups and the environment.

oooe
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2. Understanding Inequality:
Concepts and Approaches

2.1 Inequality as a relational concept:
vertical and horizontal dimensions

Vertical inequalities such as differences in income
and wealth among individuals or households rank
people on a vertical scale, from low income to
high income or wealth. Vertical inequalities for a
country as a whole are typically represented by the
Gini coefficient, measured on a scale from equal
distribution of income among a population toward
completely unequal distribution, where one person
has all wealth and income while all others own
nothing (the latter captured by a Gini coefficient
of 1, a perfectly equal distribution by a Gini
coefficient of 0). Several other measures of vertical
inequality exist (see box 3.2 on measurement),
although data are scarcer at the top of the income
and wealth distribution. Horizontal inequality takes
social groups as a measure of differentiation,' for
example, along lines of age, gender, sex, ethnicity,
race, religion, disability or geographical location,
establishing patterns of exclusion and segmentation.”
Vertical and horizontal inequality is associated with
class, status, power and hierarchy, emphasizing its
relational character.’

The term economic inequality includes measures of
vertical inequality and can be applied to individuals,
groups and countries. In addition to horizontal
inequality, social inequality is used either to refer
to groups or to inequality in social outcomes, for
example, health or educational indicators.
Inequality is reproduced in the interactions
between people and through institutions and
norms that regulate these interactions.* Paired
or binary categories such as Black/white, male/
female, citizen/foreigner and others that attribute
different value to each term are powerful creators
of inequality. Categorical or horizontal inequality
based on discrimination and inequitable treatment
has cumulative effects. In the long run, it affects
individual capacities and lasting structures of
asymmetric resource distribution are created along
category lines.’

146

2.2 Intersecting inequality and power:
deconstructing identity and hierarchy

The concept of intersectionality is attributed to
Kimberlé Crenshaw, a feminist critical legal theorist
who coined the term as an explicit rejection of the
idea that gender, sexuality, class, race and ethnicity
are separate categories of oppression.® She argued
instead that “the violence that many women
experience is often shaped by other dimensions of
their identities, such as race and class.”” Her approach
resonates with a longer history of intersectional
approaches and politics used by women in the global
South, in particular working class and Indigenous
grassroots women’s organizations, since the 1970s.®
A central advantage of an intersectional analysis
is that it allows the deconstruction of identities
and the examination of the challenges of equality,
diversity and inclusion within each social category
and subcategory, not just between them.” Its
emancipatory focus is grounded in its feminist and
anti-racist intentions and a focus on intersectional
justice.'”

The power hierarchies that drive inequalities are
highly gendered in nature.!! They are built on
the sexual division of labour and cultural beliefs
that bestow on men and masculine attributes and
activities higher social status and privileges by
identifying them with the public sphere and more
economically and socially valued activities linked to
paid work and politics, whereas women and feminine
attributes and activities are granted relatively lower
status and fewer privileges and are often associated
with the private sphere of homes and families and
the undervalued activities of care and reproduction
of the human species (see Spotlight by Marta Lamas).
They also rely on predominant social understandings
of gender as a static and binary category, in which
people have distinct but unequal relations and roles
to play based on their biological differences. These
roles keep the cogs of production turning through
social reproduction, the sexual and gendered
division of labour, separation of public and private
worlds, and the centrality of the (patriarchal) family.
These hierarchies serve to subordinate women in
general and exclude those who do not conform to
heteronormativity and cisgenderism."” This report
employs an expansive definition of gender that
does not focus solely on the plight of cisgender
women and girls but views gender as a relational
concept that is neither universal nor immutable
but is the product of historical and context-specific



power dynamics. Using a gendered lens to examine
inequalities provides a key insight into the way that
power plays out in vertical and horizontal relations,
sustained by cultural, social, economic and political
norms and institutions.” This opens the door for
an analysis that is not only more inclusive, but that
also challenges the very structures that create and
perpetuate such inequalities, not only the impacts of
those inequalities.

2.3 A multidimensional approach:
Inequality across time and space

2.3.1 Inequalities between generations

Adopting an intergenerational perspective offers
an opportunity to consider questions of inter-
generational justice and universal human rights, for
example, regarding climate change and its impacts
on the life chances and capabilities (people’s
freedom to choose what to be and do) of future
generations.'* It is a key component of each society’s
social contract. Intergenerational relations can
be seen through the lens of an intergenerational
contract, which can be defined as the set of norms,
rules, conventions and practices which govern the
relationships between different generations, at the
level of families and the level of society (see Spotlight
by James Heintz)."” From a normative point of
view, institutional arrangements governing the
relationships between different generations should
increase the welfare of all age groups and lead to
generational equity.'® For the United Nations, the
issue of intergenerational solidarity and the needs
of future generations is embedded in the concept of
sustainable development and existing treaties, as well
as declarations, resolutions and intergovernmental

decisions.”

Relations between generations, including future
generations, are affected by economic and social
policies,  demographic  shifts,  technological
progress, as well as changes in social norms and
behaviours, in particular related to family patterns
and patriarchal gender norms (see chapter 1).®
Development policies have been concerned with
the intergenerational transmission of poverty and
disadvantage for several decades.”” Aid agencies have
argued, for example, that the fashionable instrument
of conditional cash transfers (CCTs), which link
child allowances with behavioural conditions such
as regular school attendance and health check-ups,

CRISES OF INEQUALITY SHIFTING POWER FOR A NEW ECO-SOCIAL CONTRACT _

The hegemonic gender
arrangement, with its
differentiated workload
for men and for women,
makes it impossible to
reconcile family and work
spheres, while it also
shapes the economy and
supports a social model
that produces different
types of oppression and
exploitation.

— Marta Lamas

Researcher and Professor, National
Autonomous University of Mexico

improves equality of opportunity for children in
disadvantaged households through investments in
human capital (see section 4.2.6).

2.3.2 Inequalities across the life course

The life course approach is another lens that brings a
time dimension into inequality studies and is closely
linked not only to questions of intergenerational
relations, but also to the division of labour between
states, markets, families and communities regarding
care provision and protection.’® Rowntree (1901)
pointed out periods in life when economic pressures
on families and individuals reach their peaks,
generating the classical “cycle of poverty” in human
lives. The life course approach is regularly applied
in analyses of demographic change such as ageing”!
and in social policy, which distinguishes policies
for children, youth, working age populations and
older persons.?? From a justice perspective, if the
state provides different levels of support to different
age groups at a given moment in time this does not
a priori lead to generational inequities, assuming
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This realization that
everyone depends on

the global commons and
that no one is safe until
everyone is safe opens a
window of opportunity

to renegotiate our broken
social contract and to
create a new eco-social one
geared toward greater social
inclusion, equality and
ecological sustainability.

that all persons require differentiated support over
time.?? While the stages of childhood and old age
are associated with a status of dependency, hence
stronger roles for families, communities and the
state, markets become more dominant during the
working age phase. Inequality and disadvantage
tend to accumulate over time and can leave groups
such as women who have shouldered unpaid care
tasks or engaged in informal work in vulnerable
situations in old age, which is exacerbated if social
protection systems are absent or insufficient.”* The
priority afforded to different phases is expressed
in institutional and policy frameworks, which are
in turn shaped by cultural and social norms and
the advancement of the demographic transition
in a particular country (see chapter 1).2 Whereas
questions of pensions and longterm care have
high priority in high-income countries with ageing
societies, policies for children and youth have
priority in countries with younger age structures.
Overall, however, a balanced generational welfare
contract, one that is neither biased toward old age
populations, working populations or children, is
associated with better social outcomes for indicators
such as poverty, subjective well-being or trust for
selected mature welfare states.”® The life course
approach was adopted in international social
protection instruments such as International Labour
Organization (ILO) Recommendation No. 202 on
National Social Protection Floors.”
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2.3.3 Spatial inequalities

Next to the temporal inequality dimensions
addressed through intergenerational and life course
approaches, spatial dimensions are relevant when
analysing inequalities and their impacts. They are
part of horizontal inequalities which categorize
populations according to their place of residence,
for example, into urban and rural, slum dwellers
or inhabitants of gated communities for the rich,
or are manifested as regional inequalities within a
country, sometimes intersecting with ethnicity, race
or religion.”® Many environmental inequalities have
a particular spatial or territorial dimension, as there
is inequality in the exposure to harmful pollution,
destruction of natural resources and the impacts of
climate change. The way these inequalities affect
people is often of an intersectional nature, with
groups suffering from multiple discriminations and
disadvantages clustering in adverse geographical or
urban locations.

Despite increasing connectedness and exchange in
the age of globalization, “place remains fundamental
to the problems of membership in society,”*’ defining
how people are integrated into social contracts, with
impacts on life chances, voice, access to resources,
employment and public services. Place of birth and
citizenship are also fundamentally important factors
configurating and determining inequalities that
shape people’s life chances and opportunities.*® The
importance of location and place and its link with
citizenship plays out strongly for mobile populations
such as migrants or refugees, who tend to become
exposed to new vulnerabilities and risks during their
migration journey and in their place of destination
as they leave behind citizenship rights, networks and
place-bound knowledge and skills (see chapter 1).*

Further, spatial inequality has profound implications
mobility. Accumulated privilege—a
combination of gender, race and income—allows
rich elites and their offspring to occupy privileged
spaces in urban environments and labour markets,
amplifying their influence and power (see chapter
1). Intergenerational transfer of privilege is key
to this story, as it enables advantaged groups to
isolate themselves in areas of privilege where they
accumulate and hoard resources and opportunities.*?
At the same time, disadvantaged groups remain
relegated to areas of deprivation.*

for social

The conceptual framework is illustrated in figure

3.1



Figure 3.1 Conceptual framework
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3. Economic Inequalities:
How an Economy for the
1% Threatens Sustainable
Development

“We are the 99%” is the powerful slogan coined by
the Occupy Wall Street movement in the United
States that describes our age of inequality and the
discontent it has created. Economic inequalities,
differencesinincomeandwealth between individuals,
groups, regions and countries, have, with some
notable exceptions (see below), spiraled upward in
the age of neoliberal hyperglobalization, making our
economies and societies more fragmented, unstable,
unsustainable and unfair. Starting in the late 1990s,
social movements and protesters openly criticized an
economic and political system that was increasingly
perceived as disproportionately benefiting powerful
and rich elites to the detriment of most people and
our planetary resources (figure 3.2; see chapter 2).**
This movement on the streets was accompanied
by a radical shift in the concerns of the academic
community, with a growing number of research
publications providing compelling evidence on

Life course Power
Spatial inequality Each petal

the detrimental impacts of inequality on growth,
poverty reduction, well-being and health, democracy
and participation, as
sustainability.*

well as environmental

The combination of scientific evidence and
collective mobilization had policy impact: in
2015, after controversial debates and for the first
time in history, governments agreed to integrate
the reduction of economic inequality within
and between countries into the 2030 Agenda for
Sustainable Development.’*® That said, indicators
designated for measuring progress on SDG 10
focused on shared prosperity rather than extreme
inequality, reflecting continuity with the poverty
agenda that had dominated donor strategies over
the last decades (see Spotlight by Fukuda-Parr; see
chapter 1).

The focus on inequality and the goal to reduce it,
currently supported by a diverse group of actors
including trade unions, activists, social movements,
international financial institutions and business
representatives,” signals a sea change after decades
of neglect of the issue in development theory and
practice.’® This neglect can be explained by a variety
of factors, from decreasing inequality levels in the
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Figure 3.2 Protests for economic justice/against austerity, 2006-2020 (by country income groups)
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Source: Ortiz et al. 2022. Reproduced under Creative Commons license 4.0: http://creativecommons.org/licenses/by/4.0/.

post-war period to market euphoria and ideological
shifts after the neoliberal turn in the 1980s, to the
generalized assumption that high-income earners

and entrepreneurs are more productive than the The choice of these
average citizen while also benefiting the econom .
s s Y measurement tools is

by channeling their savings and profits into
investments that spur growth, to the conviction that supposedly technical,
policy makers should focus on poverty reduction, but behind a seemingly

not inequality, as the most important development

challenge (see box 3.1). The more recent realization technical choice lies a
that. inequality prevents povert?r reduc.tion (s.ee political agenda. The
section 3.1) has refocused attention on inequality .

and facilitated its inclusion into the SDGs. choice of the shared

prosperity measure
Research evidence points to a variety of drivers of

economic inequality, some of which are associated with excludes from the
global trends and the neoliberal policies that have narrative the problems of

shaped them, as discussed in chapter 1: technological . .
extreme inequality and

change and international competition through
increased globalization favour those with higher- the power of the wealthy.
level skills;** cultural factors such as the practice of
marriage between people of similar backgrounds;*

decreasing union power;* rentseeking behaviour Sakiko Fukuda-Parr

by business elites;* regressive taxation policies
(especially the reduction of taxes on the rich, as lower Professor,

The New School

top marginal income tax rates are strongly associated
with rising top incomes)* as well as tax evasion; lack
of formal jobs and social protection;** and access
to remittances for households with members who
have migrated abroad vis--vis households without
migrants.®
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Box 3.1 Why economists have neglected inequality

During the early period of post-war development,
economic inequality was not considered of high
relevance as inequalities in wealth and income were
decreasing,? a rising tide of economic growth seemed

to be lifting all boats and the prevailing social contract
in industrial countries was set on more equalized
capital-labour relations (see chapters 2 and 4). The

key development question was how to combine growth
and full employment. In the global South, where initial
inequalities were much higher as a result of historical
injustices such as colonialism and slavery, it was assumed
that these countries had not yet reached the stage of
equalizing redistribution. This assumption was based

on the influential Kuznets curve,® which establishes that
inequalities first increase and then decrease during the
industrialization process, following an inverse U-shape.

The second reason for considering inequality as a minor
concern was the assumption that in market economies,

a certain level of inequality was inevitable due to
differences in effort and ability (see chapter 1)° while also
being a positive driver of economic growth. As Mkandawire
(2017) explains, according to classical economic theory,
most economists hold that rising profits lead to higher
savings, investments and growth, whereas workers

are assumed to consume most of their wages. The
relationship between profits and growth, the assumption
of productive reinvestment of profits (corporate savings)
as well as the channeling of savings of high-income
earners into investments through the financial system
have been to justify tolerating economic inequality of
functional (capital versus labour share in output) and
personal income. While this argument was taken up by
development economist Arthur Lewis (1954), he also
noted that distribution of the economic surplus could lead
to higher rents instead of profits, while capital export and
conspicuous consumption instead of domestic productive
investment would undermine the savings effect.

In contrast to Kuznets’s assumption, inequality started

to rise again during the era of neoliberal globalization.?
During this period, the key development question was
how to combine growth and price stability. Growth was
supposed to automatically trickle down to the poor,
whereas large-scale redistribution through state policies
was considered detrimental for growth. This free-market
ideology and its adverse development impacts met
mounting criticism,® triggered the social turn in the 1990s
and 2000s' and eventually propelled inequality back onto
academic, development and public agendas after the
global economic and financial crisis in 2008.8

a Piketty 2014 2019; ® Kuznets 1955; © Mankiw 2013; ¢ Atkinson
1997; Piketty 2019; © Stiglitz 2002; UNRISD 1995; f UNRISD
2016a; & Peterson 2017; Wike 2014.
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In addition to identifying individual drivers of
inequality, this chapter recognizes the systemic
nature of inequality in our current development
model: economic inequalities to the extent that
we observe today are related to historical legacies
and injustices and have further thrived in the age
of financialization and hyperglobalization (see
chapters 1 and 2). They are related to asymmetries
in global trade, investment and financial regimes
and a policy and regulatory environment that fosters
the concentration of rents as well as tax avoidance
and evasion by leading multinational corporations
(MNGCs) while value is extracted at the lower end
of GVCs, imposing huge costs on workers, women,
local communities and ecosystems. The flip side of
greater capital concentration and business power is
the increasing livelihood insecurity of smallholders
and micro-enterprises and a growing precarious and
mobile workforce made up of migrant, informal and
gig economy workers, lacking social protection and
secure incomes while being exposed to high risks in
times of crisis or shocks.*

3.1 Why we should care
about economic inequality

Beyond the intrinsic value of egalitarian and just
societies, which increases trust of citizens in the
political system and the social contract (see chapters
1 and 2), economists and development actors have
been particularly interested in the effects of economic
inequality on economic growth and poverty
reduction.”  While classical/neoclassical theory
established a positive association between inequality
and growth (box 3.1; see chapter 5 for a critique of
the growth paradigm), heterodox economists have
identified adverse impacts of high inequalities for
growth, especially if these are associated with high
levels of extreme poverty. Rising inequality is also
deemed problematic if combined with stagnating or
falling incomes of the working class, as it hampers
social mobility and labour market prospects and
creates social discontent.*® The negative inequality-
growth link develops through various channels such
as economic and financial crises (see chapter 2),
insufficient domestic demand when groups with
high propensity to consume earn less and adverse
implications of a poorly educated workforce for
productivity. In addition, high levels of inequality
might lead to a range of social and political ills
which in and of themselves are undesirable, while at
the same time undermining economic development:
social conflict, high insecurity and criminality, low
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levels of trust (chapter 2), undue political influence
of the rich and rentseeking behaviour.*” Evidence
further shows that high income inequality leads
to greater political instability, which worsens
investment conditions.>

Development economists are also increasingly
drawing attention to the negative relationship
between inequality and poverty reduction. In conven-
tional economic theory, inequality would not be
considered an impediment to poverty reduction if
inequality were to increase growth sufficiently, as
growth was supposed to trickle down to the poor (box
3.1). However, this approach ignored the negative
impact of inequality on the stability of the economic
and financial system. Chapter 2 has demonstrated
that rising inequalities were at the heart of the
financial crisis in 2008/2009, which increased
poverty and undermined the well-being of millions
of people across the world. Testing the trickle-down
assumption, Lakner et al. (2020) have compared
the relative efficacy of either increasing growth or
reducing inequality on reducing extreme poverty.
When holding within-country inequality unchanged
and letting GDP per capita grow according to World
Bank forecasts and historically observed growth
rates, their simulations suggest that the number of
extreme poor (living on less than USD 1.90/day)
will remain above 600 million in 2030, resulting in
a global extreme poverty rate of 7.4 percent. If the
Gini index in each country decreases by 1 percent
per year, the global poverty rate could be reduced to
around 6.3 percent in 2030, equivalent to 89 million
fewer people living in extreme poverty. Reducing
each country’s Gini index by 1 percent per year has a
larger impact on global poverty than increasing each
country’s annual growth 1 percent above forecasts.
Given the current context of rising inequalities and
food and energy price hikes, a recent simulation
finds that a 2 percent average annual increase in
income inequality could increase the global poverty
headcount by around 200 million people by 2030.%!

In addition to the positive effect of reducing
economic inequality for poverty reduction, we can
also assume that it would have a positive effect on
fiscal capacity and state revenues, which, if progressively
spent, could further reduce poverty and increase
well-being in a virtuous cycle. Highly unequal low-
or middle-income countries tend to have lower tax
takes (which limits fiscal space for redistribution and
investment in equalizing opportunities)’? for several
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Economic inequalities to

the extent that we observe
today are related to historical
legacies and injustices and
have further thrived in the
age of financialization and
hyperglobalization.

reasons: a larger part of the population earns low
incomes or works in the informal economy, with less
ability to pay taxes;”’ those who are in the highest
income brackets have greater possibilities to avoid
or evade taxes and to influence tax legislation;*
and governments often have limited administrative
capacity for tax collection and enforcement, in
particular hard-to-collect taxes such as income tax.>
Finally, economic inequality has detrimental
impacts for climate change and the natural environment,
while environmental degradation is also a driver of
horizontal inequality, as marginalized groups such
as poor households or those with racialized and
minority ethnic backgrounds are more exposed to
natural hazards and pollution (see chapter 2 as well
as section 4 on social inequalities in this chapter).

3.2 Economic inequalities:
Where do we stand?

3.2.1 Income inequality

From a historical perspective, the income and
wealth gaps between the rich countries of the global
North and the developing countries of the global
South have been growing for half a millennium,
since around 1500, and began accelerating about
two centuries ago in the context of industrialization
and imperialism.’® Colonialism greatly increased
inequality: colonies had Gini coefficients nearly 13
percent higher than those of non-colonies. In Latin
America, inequality increased from an estimated
22.5 percent in 1491 to over 60 percent in 1929.7
Chancel and Piketty (2021:9) find that within-
country inequality dropped during the period
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Colonialism greatly
increased inequality.

1910-1980 (while between-country inequality kept
increasing) but rose during the period 1980-2020
(while between-country inequality started to decline;
figure 3.3). This is largely the result of the different
policy models applied during these periods, driven
by specific crisis events and conjunctures and an
ideological turn (figure 3.2), leading to a shift
from state-led development and a highly regulated
international economy in the postwar period to
market-led approaches and Washington consensus
policies from the 1980s onwards (chapter 2). In
economic terms, it reflects the “central contradiction
of capitalism,” identified by Piketty, fuelled by
regressive fiscal policies and ongoing capital-labour
substitution: “The principal destabilizing force has
to do with the fact that the private rate of return
on capital, r, can be significantly higher for long
periods of time than the rate of growth of income
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and output, g. The inequality r > g implies that
wealth accumulated in the past grows more rapidly
than output and wages.”>®

In this process, the top 1 percent of income earners
captured 22 percent of total world growth between

1980 and 2020, versus 11 percent for the bottom 50
percent.”

3.2.2 Wealth inequality

Wealth distribution is even more unequal compared
with income distribution, with the greatest concen-
tration at the top, accelerating in recent years as
suggested by a recent annual series of Oxfam reports
to the World Economic Forum. Even before the
pandemic, in 2018, 26 people owned the same
amount of wealth as the 3.8 billion people who make
up the poorer half of humanity, down from 43 people
in 2017. A third of the world’s billionaires’ wealth was
inherited, while another 43 percent can be attributed
to cronyism, involving mainly political connections.
The superrich and bi