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waomen and men. Fairer taxation of the wealthiest
can help pay for them.
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Our economy is broken, with hundreds of millions of people living in extreme poverty while
huge rewards go to those at the very top.

The number of billionaires has doubled since the financial crisis and their fortunes grow by
$2.5bn a day, yet the super-rich and corporations are paying lower rates of tax than they
have in decades. The human costs — children without teachers, clinics without medicines —
are huge. Piecemeal private services punish poor people and privilege elites. Women
suffer the most, and are left to fill the gaps in public services with many hours of unpaid
care.

We need to transform our economies to deliver universal health, education and other
public services. To make this possible, the richest people and corporations should pay
their fair share of tax. This will drive a dramatic reduction in the gap between rich and poor
and between women and men.
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was quarantined for 21 days as a precaution. At the end of her isolation period,
Oxfam helped her to reintegrate into her community. Oxfam has also supported
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FOREWORDS

Nellie Kumambala, secondary school teacher,
Lumbadzi, Malawi

| have always wanted to be a
teacher. My father, who passed
away in 2015, was a
mathematics teacher all his life.
He was the one who gave me
the inspiration and wish to be a
teacher. | have now been
teaching for 19 years. My
sisters are also teaching. We
are a family of teachers!
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| teach at the local community
secondary school for my area. Children in my school come from very
poor families. Many walk a long distance as there is not a nearby school.
Many come to school with an empty stomach, which is a challenge to
learning. In our school, we have a problem of too few textbooks,
dilapidated classroom blocks and teaching materials. We have been
sharing.

Over these years, | have seen so many clever girls and boys who score
highly despite coming from poor backgrounds. | remember Chimwemwe
Gabisa — she was brilliant at mathematics, the best | have taught. She
finished secondary school but could not proceed to college for lack of
funds.

I have seen the expensive private schools in the city, where the children
of rich families can go — they have very good facilities. It does not seem
right to me that it is so much harder for children in a government school
to be educated. There is so little assistance to help them with their
education.

This report from Oxfam has shown me just how big the gap between the
rich and the poor is in this world. How very few people have so much,
while so many have so little. How can God allow such a thing? | pay tax
every month on my little salary that | get. | don’t understand why the
people that have everything are failing to pay their taxes, to help fund
development.

With more money, a lot could be done at our school. We could provide
students with breakfast. We could provide every student with textbooks.
We could support them with the basic necessities like buying them
school uniforms and other things like exercise books. At least this would
give them a better chance in life. It would be wonderful if we were able to
do this.



Nick Hanauer, entrepreneur and venture capitalist

| am a practitioner of capitalism. | have
started or funded 37 companies and was
the first outside investor in Amazon. The
most important lesson | have learned
from these decades of experience with
market capitalism is that morality and
justice are the fundamental prerequisites
for prosperity and economic growth.
Greed is not good.

The problem is that almost every
authority figure — from economists to
politicians to the media — tells us
otherwise. Our current crisis of inequality

2 is the direct result of this moral failure.
This exclusive, highly unequal society based on extreme wealth for the
few may seem sturdy and inevitable right now, but eventually it will
collapse. Eventually the pitchforks will come out, and the ensuing chaos
will not benefit anyone — not wealthy people like me, and not the poorest
people who have already been left behind.

To avert this existential crisis, we must drive a stake through the heart of
the neoliberal religion that instantly rewards greed at the expense of our
future. We must replace it with a new economic framework — what Oxfam
has called a more ‘Human Economy’, which recognizes that justice and
inclusion are not the result of economic prosperity, but rather the cause
of economic prosperity.

Only a society that seeks to include all its people in the economy can
succeed in the long term. To build such a society, the wealthiest should
pay their fair share of tax — and as this year’'s Oxfam report
demonstrates, right now they are doing the opposite. Top rates of tax on
the wealthiest people and corporations are lower than they have been for
decades. Unprecedented levels of tax avoidance and evasion ensure
that the super-rich pay even less.

There can be no moral justification for this behaviour beyond the
discredited neoliberal dogma that if everyone maximizes their
selfishness, the world will somehow be a better place. It has no economic
justification, either. In fact, it is economically self-defeating, as the
ordinary people who drive a prosperous economy are instead
impoverished in favour of the bank accounts of billionaires. | have
absolutely no doubt in my mind that the richest in our society can and
should pay a lot more tax to help build a more equal society and
prosperous economy.

If our governments could tax wealth fairly, as the Oxfam report shows,
we could ensure that every child gets a chance at a future. We could
ensure that no person lives in fear of getting sick because they cannot
afford their medical bills — whether in India or in my own nation, the



United States. We could — and we should — use this wealth to build
better, more equal economies and societies.

Today’s neoliberal orthodoxy teaches us that inclusion and justice are
luxuries. That health and education should be left to the mercy of the free
market, available only to those who have the money to pay for them.
That ever-lower taxation on the richest will only benefit economic growth.
But this view is wrong and backward.

Ultimately it is our humanity, not the absence of it, that is the true source
of economic growth and a flourishing civilization. This is not just an
imperative for activists and academics but for all of us — including every
billionaire. It is not a question of whether we can afford to do this. Rather,
we cannot afford not to.

Gro Harlem Brundtland, founding member of The
Elders, Director-General of the World Health
Organization 1998-2003, and first female Prime
Minister of Norway

As Oxfam has been
highlighting over the past five
years, the level of economic
inequality we are witnessing
today is nothing short of a
calamity. According to
Oxfam’s analysis, last year
26 people owned the same
wealth as the 3.8 billion
people who make up the
poorest half of humanity,
down from 43 people the year before. Although we have seen a growing
political consensus to tackle extreme inequality, including a specific
sustainable development goal on this issue, it is high time that we saw
real action.

Oxfam’s excellent report, Public Good or Private Wealth? recommends a
practical way all countries can reduce inequality: by providing universal
free public services. It focuses on the unparalleled power that public
services, like education and health, play in tackling poverty, reducing
inequality and fighting gender injustice. From my experience as Prime
Minster of Norway and the Director-General of the World Health
Organization, | thoroughly support this message.

In many countries, while those with money are able to access good
healthcare and education, hundreds of millions of ordinary people are
denied life-saving health services or are plunged into poverty because
they are forced to pay unaffordable fees for their care. The burden is
particularly felt by women and children, who have high needs for services
but the least access to financial resources. In some countries, poor
women and their babies are even imprisoned in hospitals because they
can’t pay their medical bills after giving birth.



The solution to this problem is simple: universal public services provided
free at the point of delivery. Unfortunately, powerful political interests
often oppose this proven way to reduce inequalities.

Overcoming this opposition and launching equitable public services
requires a large investment of public financing and political capital by
governments and political leaders. As well as improving social indicators,
accelerating economic growth and reducing inequalities, this is also a
smart political choice that can strengthen social cohesion and provide an
enduring legacy.

The first article of the Universal Declaration of Human Rights states that:
‘All human beings are born free and equal in dignity and rights’. Seven
decades on from the adoption of that landmark text, this Oxfam report is
a powerful reminder of this principle, but also of the huge challenge that
remains in turning these fine words into reality.

Fighting inequality remains one of the world’s most testing issues.
Delivering universal public services is a tried and tested way to tackle it.
We must now take action against extreme inequality to achieve a fairer,
healthier and happier future for all, not just the few.



EXECUTIVE SUMMARY

PUBLIC GOOD OR PRIVATE WEALTH?

THE WEALTH OF THE WORLD'S EXTREME POVERTY IS INCREASING
BILLIONAIRES INCREASED IN SUB-SAHARAN AFRICA.

S$900 BILLION IN THE LAST YEAR,

WHICH IS:

MEN OWN 50% MORE OF THE yof 13 d oping countries found that:
TOTAL WEALTH THAN WOMEN.
SPENDING ON EDUCATION AND HEALTH

ACCOUNTED FOR 69% OF THE TDTAL
REDUCTION OF INEQUALITY.

GETTING THE RICHEST 1% TO PAY JUST 0.5% EXTRA TAX ON THEIR WEALTH COULD RAISE
MORE MONEY THAN IT WOULD COST TO:

Educate all the

w

MILLIC

children out o

Sources:

Forbes. (2018); Methodology Note."

World Bank. (2018a).2

A. Shorrocks, J. Davies and R. Lluberas. (2018). World Wealth Report 2018.3
N. Lustig. (2015).*

Methodology Note, op cit.®



KEY RECOMMENDATIONS

Governments should listen to ordinary citizens and take meaningful
action to reduce inequality. All governments should set concrete,
timebound targets and action plans to reduce inequality as part of
their commitments under Sustainable Development Goal (SDG) 10
on inequality. These plans should include action in the following three
areas:

1.

Deliver universal free health care, education and other public
services that also work for women and girls. Stop supporting
privatization of public services. Provide pensions, child benefits and
other social protection for all. Design all services to ensure they also
deliver for women and girls.

. Free up women's time by easing the millions of unpaid hours

they spend every day caring for their families and homes. Let
those who do this essential work have a say in budget decisions and
make freeing up women'’s time a key objective of government
spending. Invest in public services including water, electricity and
childcare that reduce the time needed to do this unpaid work. Design
all public services in a way that works for those with little time to
spare.

End the under-taxation of rich individuals and corporations. Tax
wealth and capital at fairer levels. Stop the race to the bottom on
personal income and corporate taxes. Eliminate tax avoidance and
evasion by corporates and the super-rich. Agree a new set of global
rules and institutions to fundamentally redesign the tax system to
make it fair, with developing countries having an equal seat at the
table.



Mukesh Ambani ranks 19" in the Forbes 2018 billionaire list and is the
richest Indian. His residence in Mumbai, a towering 570-foot building, is
worth $1bn and is the most expensive private house in the world.®

Pratima, who lives in a slum in Patna, eastern India, lost both her twins due
to delays and scarce resources in her nearest clinic. Poor women like
Pratima have to give birth without proper maternal healthcare, leaving them
vulnerable to complications, neglect and stillbirth as a result.

Jeff Bezos, the founder of Amazon, is the richest man in the world, with a
fortune of $112bn on the 2018 Forbes list. Just 1% of his total wealth is the
equivalent of almost the whole health budget of Ethiopia, a country of 105
million people. He recently said that he has decided to invest his fortune in
space travel, as he can't think of anything else to spend his money on.”

Zay is a shrimp processing worker in Thailand. The shrimp Zay peels is
supplied to large retailers like Whole Foods supermarkets, now owned by
parent company, Amazon. At the end of a shift, the exhaustion Zay feels
after peeling shrimp for 12 or 13 hours can leave him almost immobile. ‘They
are using the workers,’ says Zay. Zay is lucky if he earns more than $15 in a
day.

PUBLIC GOOD, NOT PRIVATE
WEALTH

The chaos, noise, and density of the Kibera slum is neatly juxtaposed with the orderly calm green
of the Royal Nairobi Golf Club, which opened in 1906. Photo: Johnny Miller.

The gap between rich and poor is pulling us apart. It stops us from
beating poverty and achieving equality between women and men. Yet
most of our political leaders are failing to reduce this dangerous divide. It
does not have to be this way. Inequality is not inevitable — it is a political
choice.® Concrete steps can be taken to reduce it.
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This report focuses on the unparalleled power of universal public
services like education and health in tackling poverty and reducing
inequality.® Universal public services are the foundation of free and fair
societies. If they choose to do so, governments can deliver life-saving
public services for all their citizens.

There is a growing consensus'® that the wealth of individuals and
corporations is not being adequately taxed, and instead taxes are falling
disproportionately on working people. For every dollar of tax revenue, on
average just 4 cents are made up of revenue from wealth taxes.

The fortunes of the world’s super-rich have grown to record levels.'? By
taxing wealth more fairly, enough money could be raised globally to
ensure that every child goes to school and no one is bankrupted by the
cost of medical treatment for their families. In doing this, it is possible to
build a more Human Economy- one that is more equal and values what
truly matters.

Progress in fighting poverty slows
dramatically

One of the great achievements in recent decades has been the huge
reduction in the numbers of people living in extreme poverty, defined by
the World Bank as $1.90 per person per day. Yet new evidence from the
World Bank shows that the rate of poverty reduction has halved since
2013." Extreme poverty is actually increasing in sub-Saharan Africa.
This new evidence also shows that much of humanity has barely
escaped poverty, with just under half the world’s population — 3.4 billion
people — subsisting on less than $5.50 a day, which is the World Bank’s
new poverty line for extreme poverty in upper-middle-income countries.™
The Bank finds that women are more often among the poorest people,
particularly during their reproductive years, because of the level of unpaid
care work they are expected to do.™

This is a direct result of inequality,’” and of prosperity accruing
disproportionately to those at the top for decades. The World Inequality
Report 2018 showed that between 1980 and 2016 the poorest 50% of
humanity only captured 12 cents in every dollar of global income growth.
By contrast, the top 1% captured 27 cents of every dollar.'® The lesson is
clear: to beat poverty, we must fight inequality.

The human cost of inequality is devastating. Today:

+ 262 million children will not be allowed to go to school.®

» Almost 10,000 people will die because they cannot access
healthcare.?°

« 16.4 billion hours of unpaid care work will be done, the majority by
women in poverty.?!

Governments face a stark choice today — a choice between a life of
dignity for all their citizens or continued extreme wealth for a tiny few.

‘In the course of history,
there comes a time when
humanity is called to shift
to a new level of
consciousness... to reach
a higher moral ground. A
time when we have to
shed our fear and give
hope to each other. That
time is now.’

— Dr Wangari Maathai,
founder of the Green Belt
Movement, 2004 Nobel
Peace Prize Laureate

‘If a free society cannot
help the many who are
poor, it cannot save the
few who are rich.’

— John F. Kennedy,
Inaugural Address, Jan.
20, 1961.

Roberta is a police officer.
She gave birth to twins in
Kenyatta National
Hospital, Nairobi. Sadly,
there were many
complications and both
babies died. Unable to pay
the bill, Roberta was held
captive in the hospital and
the authorities refused to
release her babies’ bodies
until the bill was settled.°
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Boomtime for the world’s billionaires

It is 10 years since the financial crisis that shook our world and caused
enormous suffering. In that time, the fortunes of the richest have risen
dramatically:

» In the 10 years since the financial crisis, the number of billionaires has
nearly doubled.?

« The wealth of the world’s billionaires increased by $900bn in the last
year alone, or $2.5bn a day. Meanwhile the wealth of the poorest half
of humanity, 3.8 billion people, fell by 11%.23

» Billionaires now have more wealth than ever before. Between 2017
and 2018, a new billionaire was created every two days.?*

» Wealth is becoming even more concentrated — last year 26 people
owned the same as the 3.8 billion people who make up the poorest
half of humanity, down from 43 people the year before.?

» The world’s richest man, Jeff Bezos, owner of Amazon, saw his
fortune increase to $112bn. Just 1% of his fortune is the equivalent to
the whole health budget for Ethiopia, a country of 105 million people.?®

« If all the unpaid care work done by women across the globe was
carried out by a single company, it would have an annual turnover of
$10 trillion?” — 43 times that of Apple.?®

NEARLY HALF THE WORLD'S

POPULATION (3.4 BILLION PEOPLE] WHILE THERE ARE MORE BILLIONAIRES
THAN EVER BEFORE (2,208)

g

-——-___——E:-f'__‘_'.:. p——r T .
Source: World Bank (2018a) and methodology note.® Photo: A private jet in the resort town of St
Moritz, Switzerland. Credit: Pixabay.
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While the richest continue to enjoy booming fortunes, they are also
enjoying some of the lowest levels of tax in decades — as are the
corporations that they own:

» Wealth is particularly undertaxed. Only 4 cents in every dollar of tax
revenue comes from taxes on wealth.

* Inrich countries, the average top rate of personal income tax fell from
62% in 1970 to 38% in 2013.3" In developing countries, the average
top rate of personal income tax is 28%.%

+ In some countries like Brazil®® and the UK,3* the poorest 10% are now
paying a higher proportion of their incomes in tax than the richest
10%.

+ Governments should focus their efforts on raising more from the very
wealthy to help fight inequality. For example, getting the richest to pay
just 0.5% extra tax on their wealth could raise more money than it
would cost to educate all 262 million children out of school and
provide healthcare that would save the lives of 3.3 million people.®

+ The super-rich are hiding $7.6 trillion from the tax authorities.*
Corporates also hide large amounts offshore. Together this deprives
developing countries of $170bn a year.®”

Figure 1: The breakdown of tax revenues

1%

B Corporate taxes 11%

B Wealth taxes 4%
Personalincome taxes 21%

B Payrolltaxes 22%

W Other 1%

Source: Oxfam calculations based on OECD data available for 35 OECD and 43 non-OECD
countries for 2015.38

‘Financing the education
of the poorest children is
saving lives and it is
constructing the future of
the world.’

— llliassou Boubagar,
ROTAB Alliance for
Budget Transparency,
Niger

‘Education is not a way to
escape poverty. It is a way
to fight it.’

— Julius Nyerere, founding
President of Tanzania

M VAT and other consumption taxes 39%

Mote: rounding issues mean figures may not total 100.
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RICH PEOPLE ARE
HIDING WEALTH
OFFSHORE IN
THE REGION OF

$7.6
TRILLION

Source: G. Zucman. (2015). and the methodology note for Oxfam’s 2018 Davos report. *°

THE DIVIDE THAT THREATENS TO
TEAR US APART

Respected voices have warned that across the world, from the US to
Brazil, from Europe to the Philippines, inequality is contributing to a
poisoning of our politics. In recent years, we have seen crackdowns on
freedom of speech and democracy by governments worldwide.*' The
Council on Foreign Relations has highlighted the evidence that the gap
between rich and poor is helping to fuel authoritarianism.*? Rather than
working to heal the divide between rich and poor, some leaders are
instead seeking to vilify immigrants, other ethnic groups, other nations,
women and people in poverty. In more unequal countries, trust*® is
lower and crime higher.# Unequal societies are more stressed, less
happy and have higher levels of mental illness.*®

Podog

Inequality is sexist

IN THE US, SINGLE
WHITE MEN OWN

100

TIMES
MORE

WEALTH THAN SINGLE
HISPANIC WOMEN

Source: M. Chang. (2015).46

This economic divide both drives the gap between women and men and
is driven by it. Economically unequal countries are countries where
women and men are more unequal too. Societies in which the gap

14

‘I recently visited a very rich person
in Brazil. They lived in a beautiful
apartment, with floor to ceiling
windows and incredible views. But
we had to go through three security
checks to get into the building. The
windows were covered in bars. |
am sure they pay very low taxes,
but they have to live in a cage. |
could never live like that. | may pay
more tax in Denmark, but all | have
outside my door in Copenhagen is
flowers.’

— Djaffar Shalchi, Danish
multimillionaire and founder of The
Human Act Foundation, who
launched the Move Humanity
campaign#°



between rich and poor is much lower are those in which women are
treated more as equals.*” Gender inequality is neither an accident nor
something new. Our economic rules have been written by rich and
powerful men in their own interests. The neo-liberal economic model of
today has made this worse — cuts to public services, cuts to taxes for the
richest individuals and corporations, and a race to the bottom on wages
have all hurt women more than men.

Most of the world’s richest people are men.*® Globally, women earn 23%
less than men*® and men own 50% more of the total wealth than
women. %

Most profoundly, our economic prosperity is dependent on the huge but
unrecognized contribution made by women through unpaid care work.

Box 1: Unpaid care and inequality

Our economies are built on millions of hours of unpaid labour carried out
every day. Because of unjust social attitudes, this unpaid care work is
overwhelmingly done by women and girls — time spent caring for children,
the elderly and the sick; cooking, cleaning, and collecting water and
firewood. If all the unpaid care work done by women across the globe was
carried out by a single company, it would have an annual turnover of $10
trillion5" — 43 times that of Apple.52 Women’s unpaid contribution to the
health sector alone is estimated to be worth approximately 3% of GDP in
low-income countries. 53

This work steals time from women, contributes to poor health and leaves
them unable to take advantage of educational, political and economic
opportunities. Poor women have the highest burden of unpaid work. Until
we do something about it, neither economic nor gender equality is possible.

Inequality also has profound implications for the future of our children
and the opportunities they will have to live a better and longer life.

15



IF ALL THE UNPAID C
DONE BY WOMEN ACR

Figure calculated based on Apple’s reported annual revenue in 2017 ($229.3bn); see endnote for
source.* Photo: Rosalyn Martinez collects water from a water pump in the GMA Resettlement
Area, North Tacloban, Philippines. The site was built to relocate families after Typhoon Haiyan, but
many residents say they are in an even more vulnerable situation now and lack basic services such
as reliable and clean water. Credit: Aurelie Marrier d'Unienville/Oxfam.

Talent is everywhere, opportunity isn’t

The opportunity for every child to learn and to make the most of their
talents is at the heart of a fairer society. Yet in country after country it is
wealth, not talent, that dictates a child’s educational destiny. In Kenya, a
boy from a rich family has a one in three chance of continuing his studies
beyond secondary school. A girl from a poor family has a one in 250
chance of doing s0.%® On average in Kenya, a child from a rich family will
have double the amount of education compared to a child from a poor
family.% In the U.S, the American Dream has become a myth, with social
mobility lower today than it has been in decades.®’

This reality is failing individual children, each of whom has a right to
education. It is also failing society, as a generation of talented poor girls
and boys cannot fulfil their promise and contribute fully to human
progress. Brilliant doctors, teachers or entrepreneurs are instead herding
goats or collecting water. Humanity faces unprecedented challenges. Yet
instead of utilizing the talents of all of people, inequality means we are
squandering this potential.

16



IN NEPAL, A CHILD FROM A POOR FAMILY IS

THREE TIMES MORE LIKELY TO
DIE BEFORE THEY ARE FIVE

Source: Nepal Ministry of Health. 5

Denied a longer life

In most countries — both developed and developing — having money is a
passport to better health and a longer life, while being poor all too often
means more sickness and an earlier grave. In Nepal, a child from a poor
family is three times more likely to die before they are five than a child
from a rich family.%®

In India, a so-called low-caste woman can expect to live almost 15 years
less than a so-called upper-caste woman.®' Life expectancy in one of the
poorest parts of London is six years less than it is in one of the capital’s
richest neighbourhoods, just a few miles away.® Life expectancy in the
richest parts of Sao Paulo, Brazil, is 79 years. In one of the poorest areas
of the city it is 54 years.®®

It is hard to think of a greater injustice than living over twenty-five years
less, simply because you are poor.

It doesn’t have to be this way

Inequality is not inevitable. There is no law of economics that says the
richest should grow ever richer while people in poverty die for lack of
medicine. It makes no sense to have so much wealth in so few hands,
when those resources could be used to help all of humanity. Inequality is
a political and a policy choice.%

This paper focuses on one of the most powerful things a government can
do to reduce the gap between the super-rich and ordinary people:
provide universal public services and social protection, paid for by fair
taxation.

THAN A
CHILD FROM
A RICH
FAMILY

‘Of all the forms of
inequality, injustice in
health is the most

shocking and inhuman. 60

— Martin Luther King
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THE POWER OF PUBLIC SERVICES
TO FIGHT INEQUALITY

Classrooms with teachers. Clinics with nurses and doctors. Working taps
and clean toilets. A basic pension at the end of a hard-working life.
Education, health, water, pensions, child benefits that are available to all
people regardless of gender, caste, ethnicity or disability. Public services
and social protection benefits such as these can be engines of equality,
working to transform people’s lives and unlock potential, pull societies
together and close the gap between rich and poor and between women
and men.

Public services can bring true freedom: freedom from fear of ill health
without care; freedom from illiteracy, which prevents so many from
actively participating and progressing in their daily lives; and the freedom
of knowing that you and your family will be supported if you fall on hard
times.

IN POOR COUNTRIES DOING THE MOST TO STOP POOR WOMEN DYING IN CHILD BIRTH:

90%

OF THE MEDICAL
CARE IS PROVIDED
BY THE PUBLIC
SECTOR...

Source: Oxfam calculations.®® Note: figure does not include ‘at home’ and ‘other’ as places of
delivery, which comprise the final 2%. For more details, see methodology note.

Public services and social protection reduce poverty and inequality.
Evidence from 150 countries spanning a period of over 30 years® shows
that, overall, investment in health, education and social protection
reduces the gap between rich and poor. One recent review of 13
developing countries found that spending on education and health
accounted for 69% of total reduction of inequality.®” If all children left
school with basic reading skills, 171 million people could be lifted out of
extreme poverty.®® The International Monetary Fund (IMF) has identified
public spending on health, education and social protection as among the
most important tools available to governments to reduce inequality and
poverty.®® Everyone in society stands to benefit, with less crime, more
trust,’® better health and longer, happier lives.”

Public services can be great equalizers, giving everyone, regardless of
wealth or income, a fair shot at a decent life. Schools can be places
where the children of rich and poor families become friends and the
barriers of inequality are broken down. Clinics can be places where poor
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and rich alike know they will receive the best care available, regardless of
their ability to pay.

Public services can also reduce the gap between women and men.
Education can increase women’s self-confidence, economic opportunities
and decision-making power.”? Good-quality, free healthcare is essential
for women and girls to be able to make decisions about their own lives, to
increase their prospects of escaping poverty and reduce their chances of
dying from preventable iliness.” Cleaned piped water saves women
many hours spent collecting it and protects from disease.” Conversely,
underfunded and low-quality public services that are blind to the needs of
women and girls can widen the gender gap.

The status quo: progress, but too slow and
very unequal

Box 2: Healthcare in India

In India, the highest-quality medical care is only available to those who
have the money to pay for it.”> The country is a top destination for medical
tourism.”® At the same time, levels of public spending on health are some
of the lowest in the world. The poorest Indian states have infant mortality
rates higher than those in sub-Saharan Africa.””

The way services like health and education are delivered and the way in
which pensions and other welfare payments are organized is critical to
how much they reduce the gap between rich and poor.

In recent decades, public services, especially in developing countries,
have delivered some remarkable results. Since 1990, 2.6 billion people
have gained access to improved drinking water.”® Primary school
enrolment is now almost universal in most countries, with as many girls
enrolling as boys.” Since 1990, the number of children dying before their
fifth birthday has halved.®

Yet despite these important strides there is still a huge way to go, and
progress has been very unequal. In developing countries, children from
the richest families are 32% more likely to complete primary school than
children from the poorest families.®' Across low- and middle-income
countries, it is estimated that 3.6 million deaths each year can be
attributed to lack of access to healthcare.®? Evidence from 137
developing countries shows that a child from a poor family is on average
twice as likely to die before their fifth birthday than a child from a rich
family.®3

In many countries, public schools and clinics are often poorly staffed,
underfunded and of very low quality. They are kept afloat by committed
teachers, doctors and nurses. Social protection is often miserly and
excludes many who need it. Too often, services ignore the specific needs
of women. Such low-quality public services end up reinforcing and
increasing inequality.
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IN SUB-SAHARAN AFRICA,
THE POPULATION IS STILL LACKING
ACCESS TO BASIC PUBLIC SERVICES
LIKE WATER AND ELECTRICITY

Collecting

of people lack access to WG

animproved water source

lack access
to electricity

Source: V. Esquival and A. Kaufmann. (2017).%

For some time, the view of institutions like the World Bank was that
public services should be rationed and minimal, and that the private
sector is often a better provider. It was argued that individuals should pay
for their schools and hospitals, market mechanisms should be used to
organize services, and that social protection should be very limited and
targeted only at the very poorest people.®® While some of the rhetoric,
programming and advice has changed, including notably from the IMF 8¢
change in practice has been slower. This trend is too often compounded
by the influence of elites over politics and governments, skewing public
spending in the wrong direction and ensuring that it benefits the already
weallthy rather than those who need it most.%”

The goal: free, quality public services for all

It is time to focus on what works. To most effectively reduce the gap
between rich and poor, public services need to be universal, free, public,
accountable and to work for women.

Universal

Costa Rica, Thailand, Sri Lanka and others have shown that universal
public services can be affordable for developing nations.% Universal
social protection and public services played a pivotal role in state- and
nation-building in Western Europe.®® Trying to target the poorest people
often has the opposite effect, with many of those who should benefit
being left out. For example, Indonesia’s targeted social protection
scheme excludes 93% of those who should qualify for it.%°

Free at the point of use

User fees for healthcare can be a life-or-death issue. Each year, many
die or suffer unnecessarily because they cannot afford healthcare, and
100 million people are forced into extreme poverty by healthcare costs.®’
In countries like Kenya, Democratic Republic of the Congo (DRC) and
India, at times some poor people are held prisoner in hospital until they
can pay; sometimes they are even chained.®? In one study in the DRC,
over a six-week period in 2016, 54% of women who had given birth were
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Fetching
water

THIS GREATLY INCREASES
THE AMOUNT OF TIME POOR
HOUSEHOLDS SPEND ON
UNPAID CARE TASKS

Care
work

‘It only takes such a small
amount to save so many
lives. If they (the
wealthiest) pay their taxes
it doesn’t just benefit the
poor person, it helps the
family and the economy.
For example, if a poor
child with an eye problem
gets the health care they
can need, he or she can
continue going to school,
learn more, get a higher
education and a better
future.’

— Dr Lé thj C4m Thanh,
Vice Director of the
Government Eye Hospital
of Can Tho province,
Vietnam.

‘It is my aspiration that
health finally will be seen
not as a blessing to be
wished for, but as a
human right to be fought
for.’

— Kofi Annan



detained for the non-payment of user fees. In many cases, women and
babies are held for months and are denied ongoing healthcare until their
bills can be settled.®® Similarly, with education, school fees can stop
children going to school, and especially girls.®* Women and girls lose out
the most when fees are charged for public services: in many societies,
their low social status and lack of control over finances means they are
last in line to benefit from education or medical care.®®

Public, not private

To succeed, countries need to scale up the public delivery of services.
When publicly delivered services are made to work, the scale and speed
of their impact on poverty reduction cannot be matched.® Successful
developing countries have demonstrated the potential and ability of
publicly delivered services to be both universal and pro-poor. In the poor
countries that are doing the most to stop poor women dying in childbirth,
90% of care is provided by the public sector.®”

Box 3: Thailand’s progress on universal healthcare

Thailand introduced universal health coverage in 2002 for its population of
65 million people, with a per capita income similar to that of the US in
1930.%8 The Thai government employs 180,000 nurses®® and 50,000
doctors. % Over 80% of all care is delivered by the state. Funded by
progressive taxation, quality health services are available free to everyone,
and benefit the poorest people most.®! The World Bank and some donor
governments are upbeat about the possibility of public-private partnerships
(PPPs)'92 and private provision as alternatives to government-funded
services. Yet research by Oxfam'9% and other NGOs'% has shown clearly
that education, health and other public services delivered privately and
funded through PPPs are not a viable alternative to government delivery of
services. Instead they can drive up inequality and drain government
revenues. Even the IMF is now warning of the sizeable fiscal risks of
pursuing PPP approaches. 19

Working for women

Governments should prioritize services that are most important for
women, including those that reduce the burden of unpaid care work.
Public services can promote women as workers. They can support
women and girls as service users, protecting them from abuse. They
should work with women'’s rights organizations to make sure the services
are delivering for women. Well-designed public services can challenge
accepted stereotypes about the roles of women and men rather than
reinforce them; education can empower girls to challenge inequality
rather than accept it.

Accountable to those they serve

To effectively fight economic inequality, public services need to be

accountable and responsive to citizens. In many countries, Oxfam is
working with allies to support citizens in demanding better and more
accountable services. In Mozambique, since 2011 Oxfam allies have

‘Deficiencies in basic
education [in India] cannot
be met by the expansion
of private schools, which
have not been able to play
that role anywhere else.’
— Amartya Sen, Nobel
Prize Winning Economist
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tracked spending on education, health and other public services, leading
to improvements in services. %

Box 4: Education public-private partnerships in Pakistan: a
dangerous diversion from public education

Pakistan has 24 million children out of school. Only 15% of poor rural girls
finish primary schooling. To tackle this, Punjab state is no longer building
any new public schools, but instead investing in a public-private partnership
(PPP). The key aim was to get more of the 5.5 million out-of-school
children in Punjab into education. 197

Oxfam’s research 98 into the education PPP found that only 1.3% of
children in the private schools surveyed had previously been out of school.
The following are quotes from private school principals interviewed during
the research:

‘We don’t have any [formerly] out-of-school children in this school. The
ones in the community don’t want to study and can be a waste of our time.’

‘The poor go to government schools in the area. They cannot afford any
expenditure on education. We as school owners cannot include the poorest
of the poor in this school with other kids. It’s not like a charity; we have
limited funds from the PPP, and | also need to earn a livelihood from this.’

Taxing those who can afford to pay

The richest people and the corporations they own are undertaxed in
today’s world. The top rates of income tax, and rates of inheritance tax
and corporate tax have fallen in many rich countries and remain low in
most developing countries.™? If this were reversed, most governments
would have enough resources to provide universal public services.
Additional tax revenues raised from the richest people in rich countries
could be used to support the poorest countries through increases in aid.

Taxes on wealth, like inheritance or capital gains tax, have been reduced
and eliminated in many rich countries and are often barely implemented
in most developing ones. They are often the target of hostile
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‘In general, a lot of taxes
are too low in my view. For
example, estate tax
(inheritance tax) — | am a
huge fan of that because it
creates a certain
dynamism, where you
don’t just get an
aristocratic type view.’

— Bill Gates%9



commentators and politicians,'"" attacked, despite clear evidence that
they primarily impact the richest people and not ordinary citizens. "2

Figure 2: Tax revenue change 2007-2015 (%GDP)

Decrease € Increase

B Corporations Corporate income tax
B Families

Wealth taxes

Personalincome tax

Payroll taxes

Taxes on goods and services

Othertaxes

-0.6 -0.4 -0.2 0 0.2 []I.il 0.6

Oxfam calculations based on OECD data available for 35 OECD and 43 non-OECD countries
(unweighted averages).'"® Axis figures represent pp — percentage points of GDP.

In addition, governments have been reducing both the top rate of
personal income tax and the rate of corporate income tax over the long
term. As recently as 1980, the top rate of personal income tax in the US
was 70%. Today it is almost half that, at 37%.""* The numerous
exemptions and loopholes mean the rates that rich people and
corporations actually pay are lower still.

As a result, in some countries the richest people are paying lower rates
of tax than they have in a century. In Latin America, for example, the
effective tax rate for the top 10% of earners is just 4.8%.""°

In some countries, when tax paid on incomes and tax paid on
consumption (value-added tax or VAT) are both considered, the richest
10% are paying a lower rate of tax than the poorest 10%.

Figure 3: Effective tax rates
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Brazil INESC. (2015). and UK Office for National Statistics. (2018).1
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The situation is compounded by industrial levels of tax dodging by the
super-rich and corporations. The super-rich are hiding at least $7.6 trillion
from the tax authorities, avoiding an estimated $200bn in tax
revenues.''® While millions of refugees are refused a safe haven, the
richest can buy citizenship in any one of a number of countries offering
minimal taxes and scrutiny of their wealth.'"® For Africa alone, as much
as 30% of private wealth may be held offshore, denying African
governments an estimated $15bn in tax revenues.'? With armies of tax
advisers, multinational companies exploit loopholes in tax codes to shift
profits to tax havens and to avoid taxes, costing developing countries an
additional estimated $100bn of lost corporate income tax. 2!

The IMF has shown that there is significant potential to raise more
revenue from the richest individuals and corporations.'?? Contrary to
common belief, this will not harm the economy,'?® and indeed there is
growing evidence that failure to redistribute is causing economic harm.'?*
For example, Colombia raises 10% of its tax from taxing wealth."? It
introduced a wealth tax in 2015 on all those with wealth over one billion
Colombian pesos, or $315,000."%6

Figure 4: Declining taxation of rich individuals and corporations
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Sources: Scheve and Stasavage (2016) %7 for personal income tax and inheritance tax and Tax
Foundation for corporate income tax. 128 Note: Sample of 20 rich countries.
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Tl probably be the lowest
paying taxpayer in the
office.’

— Billionaire Warren Buffet
points out that he pays a
lower effective rate of tax
than the rest of the
employees in his office,
including his secretary.’”



Tax policies have the potential not only to reduce the gap between rich
and poor, but also to decrease inequality between women and men.
However, the current global tax system, through relying more on taxes
like VAT, is shifting the burden to the poorest individuals and households,
meaning the majority of those affected are women. This is no
coincidence, as it is the poorest women who have least influence over
tax decisions and least opportunity to hold government to account.

Without addressing this problem of under-taxation of those most able to
pay, the inequality crisis will remain out of control and we will not be able
to overcome poverty.

GETTING THE RICHEST 1%
TO PAY JUST 0.5% EXTRA
TAX ON THEIR WEALTH
COULD RAISE MORE MONEY
THAN IT WOULD COST TO:

AND EDUCATE ALL OF THE
262 MILLION CHILDREN
OUT OF SCHOOL.

Source: Methodology Note.'?® Photo: Nurse Margaret Nyagwaya, left, takes care of a baby a few
minutes after his birth at the maternity ward at Zvamabande hospital in the Shurugwi district of
Zimbabwe. She says: 'Women like to come to the clinic and give birth here, they get extra vitamins to
get stronger and we take good care of them.' The hospital was supported by partner NGOs during
the Zimbabwe Joint Humanitarian Response to the 2015-2016 El Nifio crisis. Photo: llvy
Njiokiktjien/Oxfam Novib.

CHOOSE THE PUBLIC GOOD, NOT
PRIVATE WEALTH

Today’s levels of inequality and poverty are a choice. We can continue to
choose to reward those who are already rich, or we can choose to fight
inequality and end poverty. Or we can choose to build a Human
Economy instead, where the richest people and corporations pay their
fair share of tax, and use those valuable resources to fund public
services and social protection for all. We could free billions of people
from a life of poverty. Free them from the fear of the cost of falling sick.

‘The true measure of any

society can be found in
how it treats its most
vulnerable members.’
— Mahatma Gandhi.
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Allow every child to fulfil their potential and use their talents. This could
be a massive step towards equality between women and men, and
create safer, more equal and happier societies for our children and
grandchildren. The choice is ours.

Governments should listen to ordinary citizens and take meaningful
action to reduce inequality. All governments should set concrete,
timebound targets and action plans to reduce inequality as part of
their commitments under Sustainable Development Goal (SDG) 10
on inequality. These plans should include action in the following three
areas:

1.
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Deliver universal free health care, education and other public
services that also work for women and girls. Stop supporting
privatization of public services. Provide pensions, child benefits and
other social protection for all. Design all services to ensure they also
deliver for women and girls.

. Free up women's time by easing the millions of unpaid hours

they spend every day caring for their families and homes. Let
those who do this essential work have a say in budget decisions and
make freeing up women'’s time a key objective of government
spending. Invest in public services including water, electricity and
childcare that reduce the time needed to do this unpaid work. Design
all public services in a way that works for those with little time to
spare.

End the under-taxation of rich individuals and corporations. Tax
wealth and capital at fairer levels. Stop the race to the bottom on
personal income and corporate taxes. Eliminate tax avoidance and
evasion by corporates and the super-rich. Agree a new set of global
rules and institutions to fundamentally redesign the tax system to
make it fair, with developing countries having an equal seat at the
table.
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CONTROL
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The Bitexco Financial Tower, framed by high-rise flats and a poor neighbourhood along the Saigon
River in Ho Chi Minh, Vietnam. Photo: Eleanor Farmer/Oxfam.

» The wealth of the world’s richest has continued to grow rapidly in the
last year.

» The rate at which extreme poverty is reducing has halved, and it is
increasing in sub-Saharan Africa.

» Inequality between rich and poor translates into inequality in education
and health — poor people have far fewer educational opportunities and
live much shorter lives.



OUR LEADERS ARE FAILING TO
TACKLE THE GROWING GAP
BETWEEN RICH AND POOR

The majority of our political leaders are failing to fight inequality.’® While
many are paying lip service to the need to address the problem, very few
are actually taking steps to curb the crisis. For example, despite

! , ; . ‘Hapa Kenya kuna kabila
professing to be on the side of ‘ordinary Americans’, the government of mbili, maskini na matajiri
US President Donald Trump has given huge tax cuts to the richest (In Kenya there are only
people and corporations. '’ two tribes, the poor and

the rich).’

— Nyambura Maruga,
activist, Kenya Fight
Inequality Alliance

This is not true for every government. Oxfam and Development Finance
International’s Commitment to Reducing Inequality (CRI) index 2018
highlights some governments that are taking steps to reduce
inequality. ™2 For example:

« South Korea’s government has increased the minimum wage, raised
taxes on the richest people and corporations, and introduced universal
child support.'3

» Indonesia’s government has increased the minimum wage and
boosted spending on health. '3

» Sierra Leone’s government has made primary and secondary
education free and is increasing tax collection from the richest.'3°

Extreme inequality is not inevitable; it is a policy choice.'® Such positive
steps by some governments highlight the failure of many of our political
leaders to do the right thing. It is possible to build a more Human
Economy- one that is more equal and values what truly matters.

At the same time, people are demanding change, and political leaders
need to start representing the interests of ordinary citizens. In 2017,
Oxfam polled 70,000 people across 10 countries representing a quarter
of the world’s population. Nearly two-thirds thought the gap between rich
and poor needs to be addressed urgently. '3’

ANOTHER BUMPER YEAR FOR
BILLIONAIRES

It is 10 years since the financial crisis that shook our world and caused
enormous suffering. In that time, the fortunes of the richest have risen
dramatically:

» Inthe 10 years since the financial crisis, the number of billionaires has
nearly doubled.'3®

« The wealth of the world’s billionaires increased by $900bn in the last
year alone, or $2.5bn a day. Meanwhile the wealth of the poorest half
of humanity, 3.8 billion people fell by 11%. 1%

« Billionaires now have more wealth than ever before. Between 2017
and 2018, a new billionaire was created every two days.'*°
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+ Wealth is becoming even more concentrated — last year, 26 people
owned the same as the 3.8 billion people who make up the poorest
half of humanity, down from 43 people the year before.™

» The world’s richest man, Jeff Bezos, owner of Amazon, saw his
fortune increase to $112bn. Just 1% of his fortune is the equivalent to
the whole health budget for Ethiopia, a country of 105 million
people.'4?

« If all the unpaid care work done by women across the globe was
carried out by a single company, it would have an annual turnover of
$10 trillion — 43 times that of Apple.'?

In many countries, the super-rich live behind security guards and electric
fences in their own world. They use helicopters to avoid traffic jams and
poorly maintained roads.'* Their children go to the most expensive
schools, often abroad.'® They have access to world-class health
services. While millions of refugees are refused a safe haven, the richest
can buy citizenship in any one of a number of countries offering minimal
taxes and scrutiny of their wealth.%

Not paying their fair share of tax

One key way governments can tackle the extreme concentration of
wealth is through taxation.™’ Yet instead, the richest individuals and
corporations are systematically and structurally undertaxed. In some
countries, they are paying rates of tax that are among the lowest in a
century.’® As most of their wealth is in financial assets such as
shares,*° the super-rich are often the main beneficiaries of lower
corporate tax bills as well as lower personal ones.'®

At the same time, the super-rich are hiding at least $7.6 trillion from tax
authorities and dodging an estimated $200bn in annual tax revenues. '™’
Recent leaks in the EU show the lengths to which some super-rich
people will go to avoid tax,'®? as did revelations in The New York Times
that President Trump’s fortune was allegedly built on a foundation of tax
dodging.'® Many are buying citizenship in other countries with minimal
tax rates to cut their tax bills."®* In Latin America, for example, the
effective tax rate for the top 10% of earners is just 4.8%.'%°

The push for lower taxation of those at the top has its roots in the idea
that if the rich become richer, all of society will benefit.'*® However, this
‘trickle-down’ orthodoxy has been increasingly questioned. In the face of
growing inequality, even the International Monetary Fund (IMF) and the
UK’s The Economist magazine are saying that there is ample scope to
tax the richest more without hurting economic development,’’” and that
such redistribution is required to tackle inequality. '
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A core argument of this paper, outlined in section 4, is that this trend
must be reversed, and that it is common sense that the richest

individuals and corporations pay their fair share of tax to fund health, ‘Taxing the rich is not a
ducation and other public services for all. Governments can use matter of choice. It is a
© ) . P ) T matter of the lives of the
progressive taxation and spending to dramatically reduce the gap poor. If the rich are not
between rich and poor and between women and men.'® If they fail to do going to pay their fair
this, the inequality crisis will remain out of control. share of tax, the poorest
will pay the highest price’.

— Shahzad Khan and

A POOR YEAR FOR POVERTY Channan Developmert

Associates (CDA)

REDUCTION Palistan

Poverty reduction slows

The good news is that globally the number of people living in extreme
poverty (defined by the World Bank as less than $1.90 a day) has
continued to fall, from 1.9 billion in 1990 to 736 million in 2015."° This is
testament to the tremendous progress of recent decades. However, the
pace of poverty reduction has halved since 2013, and the number of
people living in extreme poverty in sub-Saharan Africa has been
increasing. ¢

Billions of people live just above the extreme poverty line and are only
one medical bill or failed harvest away from destitution.'®? The World
Bank finds that women are more often among the poorest people,
particularly during their reproductive years, because of the level of unpaid
care work they are expected to do.'®?

While the extreme poverty threshold is politically important for mobilizing
action, $1.90 is too low a figure to define extreme poverty in many
countries, i.e. it does not represent the estimated minimum level of
income required to secure the necessities of life.'®* The World Bank has
responded to this by introducing poverty lines of $3.20 and $5.50 for
lower and upper middle-income countries, respectively. The Bank
concludes that gains against extreme poverty have not been matched by
reductions in the number of people living below these new measures of
poverty. Almost half of the world’s population — 3.4 billion people — live on
less than $5.50 a day. %
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NEARLY HALF WHILE THERE ARE
THE WORLD'S POPULATION MORE BILLIONAIRES THAN
(3.4 BILLION PEOPLE) EVER BEFORE (2,208)

THEIR WEALTH INCREASING BY

$2.5BN A DAY

Source: World Bank (2018a) ' and methodology note. ¢’

And as increasing amounts of income and wealth go to those at the very
top, it is not just the poorest people who are losing out, but the middle
classes too. In rich countries, they are often seeing their incomes
stagnate.'®®

A core reason for this is inequality. The World Inequality Report 2018
showed that between 1980 and 2016, the poorest 50% of people only
received 12 cents in every dollar of global income growth. By contrast,
the richest 1% received 27 cents of every dollar.'® If we are to beat
poverty, we must fight inequality.'”®

Wealth inequality and the gap between women
and men

Most of the world’s richest people are men."”" Globally, women earn 23%
less than men.'”2 This gender pay gap is raising serious concern
worldwide.

Less understood but equally alarming is the gender wealth gap, which
along with earnings includes assets, savings and investments. Credit
Suisse has this year estimated women’s share of global wealth at
40%,'™ but with very significant differences regionally and for different
groups of women. For example:

« In Africa and in countries like India, Pakistan and Bangladesh, women
account for somewhere between 20-30% of wealth.'"

* In the US, unmarried white men own 100 times more wealth than
unmarried Hispanic women.'"®

Land is a vital source of wealth in many countries, yet it is one denied to
many women.'”® Women own as little as 11% of land in Brazil;'" in
Bangladesh, the proportion of men that own land is six times that of
women. 178



IN THE US, SINGLE
WHITE MEN OWN

100

TIMES
MORE

WEALTH THAN SINGLE
HISPANIC WOMEN

Podog

Having less wealth means that women have fewer resources to cope
with family crises such as ill health — especially given that they have
disproportionate care responsibility for young, sick and elderly family
members. Women have less bargaining power and are more likely to live
in poverty in older age.'®

Source: M. Chang. (2015).'7°

Gender wealth gaps are caused by the cumulative effect of a range of
structural inequalities. Women and girls have more unpaid care work
than men and boys owing to restrictive social attitudes that consider care
to be ‘women’s work’, and limited access to quality public services that
could reduce their care workload. As a result, over their lifetimes women
have less opportunity then men to engage in paid work, they earn less
and are less able to invest in assets. When women are engaged in paid
work, it is often precarious or poorly paid.’®" Women almost always have
less access to and control over productive assets (such as land, credit,
insurance and skills). 82

Societies in which the gap between rich and poor is much lower are
those in which women are treated more as equals.'® Therefore, ensuring
equal rights to inheritance and asset ownership, decent jobs for women,
greater representation of women in leadership positions, and challenging
barriers to women’s wealth accumulation (such as harmful social
attitudes and poor public services) are important steps to close the
gender wealth gap and create fairer societies for all.

WHY DOES THE GAP BETWEEN
RICH AND POOR MATTER?

The continued accumulation of wealth by the very richest in our societies,
while most of humanity subsists on barely anything, is extremely
detrimental.

Inequality makes the fight to end poverty much harder. Unless growth
benefits the poorest people more between now and 2030, the World
Bank forecasts that the first Sustainable Development Goal (SDG) —to
eliminate extreme poverty — will be missed. '8

32



Inequality is destabilizing. For instance, in recent years we have seen a
rise in authoritarianism by governments worldwide, with crackdowns on
freedom of speech and democracy. We have also seen a rise in
popularity for right-wing, racist, sexist views and authoritarian politicians
who support them. Many have pointed to the link between this global
trend and high levels of inequality.®

Inequality undermines our societies. It is bad for everyone, not just the
poorest people. In more unequal countries, trust'® is lower and crime
higher.'®” Unequal societies are more stressed, less happy and have
poorer mental health. 88

Inequality makes the fight to save our planet from climate breakdown
even harder. Oxfam has shown that the average carbon footprint of the
richest 1% globally could be as much as 175 times higher than that of the
bottom 10%."®° To get us to a situation where everyone on earth is living
on more than $5 a day with current levels of inequality would require the
global economy to be 175 times bigger than it is today, which would
destroy our planet.’® The only way we can beat poverty while saving our
planet is to tackle inequality.

Inequality also has profound implications for the future of our children
and the opportunities they will have to live a better life. And perhaps the
most powerful, uncomfortable and undeniable outcome of inequality is its
impact on how long we can expect to live.

Talent is everywhere, opportunity isn’t

The opportunity for every child to learn and to make the most of their
talents is at the heart of a fairer society. Education is core to social
mobility, which in turn is central to fighting inequality, reducing poverty
and growing economies. ! Unfortunately, the World Bank has found that
social mobility is not improving in much of the world. Half of people born
in an average developing economy in the 1980s have received more
education than their parents; this proportion has not changed since the
1960s."°2 Only 12% of adults born in the 1980s in sub-Saharan Africa
have received more education than their parents.'®

Oxfam’s research on social mobility in Vietham found that mobility
between generations has slowed in recent years.'®* In Latin America,
intergenerational mobility is very low because the quality of education
differs greatly between social classes.'®® Gender inequality interacts with
economic inequality to lower the social mobility of women and girls in
particular. In Mexico, girls born in the poorest 20% of the population have
twice the probability of remaining poor than their male counterparts. They
have just a quarter of the chance of an equally poor boy to become one
of the richest 20% of the population.'®® In Kenya, a girl from a poor family
has a one in 250 chance of pursuing her studies beyond secondary
school, compared to a one in three chance for a boy from a rich family. %"
On average in Kenya, a child from a rich family will have double the
amount of education compared to a child from a poor family. %
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Every child has the right to an education. Yet as section 3 shows, in
many places a good education is often available only to children from rich
families. They can be sent to expensive private schools, while children
from poor families attend underfunded and under-resourced public
schools. Further privatization of schooling is being promoted by the
World Bank and others, despite evidence that it increases inequality. '
This is failing these individual children, who have as much right to good-
quality education as children from rich families. It is also failing society,
as a generation of talented poor girls and boys cannot fulfil their promise
and contribute fully to human progress. Brilliant doctors, teachers or
entrepreneurs are instead herding goats or collecting water. Humanity
faces unprecedented challenges. Yet instead of mobilizing the talents of
all of people, inequality means we are squandering this potential.

Buying a longer life

Across the world, it is the poorest children who are most likely to die. The
average number of children dying before they are five has decreased in
almost every country in recent years, which is a great achievement. But
looking behind the averages, the gap between rich and poor is still
unacceptable. A child from a poor family in Nepal is three times more
likely to die before their fifth birthday than a child from a rich family.2%°
Economic inequality in turn interacts with other inequalities, such as race.
In the US, a black child is twice as likely to die in their first year than a
white child.?%" In fact, black children in the US are more likely to die
before their first birthday than children in Libya.??

Inequality is not just bad for the health of the poorest people. It is bad for
all of society. Data from 103 developing countries shows that inequality is
associated with higher death rates for the whole of society, rich and
poor.2%3

Nevertheless, poorer people, and especially women and girls, feel the
effects of inequality far more than others. People from rich families can
access high-end private health services that are unavailable to the
poorest families, who are left to cope with underfunded public clinics,
less-qualified doctors and unregulated pharmacies.?** In countries across
the world, being rich is a passport to better health and a longer life, while
all too often being poor means more sickness and an earlier grave.

This is reflected in life expectancy figures, where wealth translates to
many more years of life. In India, a woman from the so-called lowest
caste can expect to live almost 15 years less than a high-caste
woman. 2%

Life expectancy in one of the poorest parts of London is six years less
than it is in one of the capital’s richest neighbourhoods, just a few miles
away.?%® Life expectancy in Pinheiros, one of the richest parts of Sao
Paulo, Brazil, is 79 years. In one of the poorest suburbs, Cidade
Tiradentes, it is 54 years.?%’
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LIFE EXPECTANCY IN
THE RICHEST PARTS OF
SAQ PAULO, BRAZIL, IS

79 YEARS

IN ONE OF THE POOREST
AREAS OF THE CITY IT IS

54 YEARS

$

It is hard to think of a greater injustice than living 25 years less, simply
because you are poor.

To change this, and to fight inequality, we need to radically rethink what
we value in our economies. In our previous papers, Oxfam has
introduced the concept of a Human Economy?® — an economy that
rejects the broken economics of recent decades and instead designs a
fairer, more inclusive and sustainable world. A key part of a Human
Economy is a state that taxes fairly and provides universal public
services for all. This is the focus of this report.

‘My father passed away
and | dropped out of
school. He was sick and
died. I was doing well in
school but my mother
wasn'’t able to help me
continue my education. |
wanted to become a
Journalist; to expose crime,
and problems in a girl
child’s education. Now |
work as a cleaner but | still
dream of being a
jJournalist.’

— Matilda, Ghana
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2 ECONOMIC INEQUALITY
AND GENDER INEQUALITY

Elizabeth Gabrinao cooks rice in her kitchen in the GMA Resettlement Area, Tacloban, the
Philippines, where her family relocated after Typhoon Haiyan devastated their home in 2013. One
day is not enough for all the care work Elizabeth does, and feeding her family is a struggle on her
husband’s small salary. Photo: Aurelie Marrier d'Unienville/Oxfam.

» Economically more equal societies are also societies where women
and men are more equal.

» Government economic decisions, especially on taxation on spending
have a big impact on gender inequality

» The unpaid time women spend cooking, cleaning and caring has to be
addressed urgently

Closing the gap between rich and poor is impossible without ensuring
equality between women and men. Economically more equal societies
cannot be built on a foundation of oppressing half of humanity.

Societies where the gap between rich and poor is much lower are
societies where women are treated more as equals.?% Involving women
on an equal footing to men in the economy helps build more equal and
resilient economies.?'° However, as outlined in section 1, the economic
inequality crisis is continuing, concentrating wealth with the very few —
the vast majority of whom are white men. An economic model that fails to
raise public revenue progressively and does not invest in public services
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is not compatible with equality between women and men, and will most
disadvantage women living in poverty.?'!

Economic policies, and specifically the way that governments raise and
spend money, can play a key role in changing this. In a Human
Economy, women and men would have the same opportunities and
access to resources and would be compensated equally. Everyone
would receive the care they need, and the work that is done to care for
others — paid or unpaid — would be valued and considered an equal
responsibility between the state, women and men. When designing
policies and deciding how to invest public resources, governments would
prioritize closing gaps between rich and poor, women and men, and
between racial and ethnic groups.

In this section, we look at the links between economic and gender
inequality. In particular, we will focus on inequalities in the time spent
working in the home caring for children, partners and older people, and
what government spending can do to address this.

ECONOMIC POLICIES AND THEIR
IMPACT ON WOMEN AND MEN

A government’s economic decisions can have very different impacts on
women and men. These can be positive: policies like increased minimum
wages, or free healthcare and investments in water infrastructure can
benefit poor women the most. However, all too often policies widen the
gap between women and men.

Nowhere is this more apparent than in the impacts of austerity. Women
are especially affected because embedded sexist social attitudes mean
that they tend to have greater responsibility for unpaid care, earn less,
own less and are more likely to be living in poverty. When a crisis hits,
women are the economic shock absorbers — filling the gaps when
services are cut, at considerable personal cost. As a result of austerity
policies in Mexico and Argentina since the 1990s, women from poorer
households with low levels of education and high unpaid care
responsibilities were forced to take up poorly paid and precarious work to
survive.?'2 A study on the effects of austerity in Europe following the
2008 financial crash found that it reduced public spending on care-
supporting services and social protection measures such as paternity
leave, the costs of which have been largely picked up by women. For
example, Portugal closed a number of public kindergartens and
Romania, Macedonia and Slovenia all reduced maternity or parental
leave benefits.?'?

Globally, teachers and health workers tend to be the majority of public
sector workers,?" and women predominate in these professions.?'® This
means that cuts to public services often impact women the most. Women
and children, particularly those from black and minority ethnic groups and
poor households, disproportionately rely on welfare benefits like child

‘Women are half of the
working class, we are the
majority of the teachers
and nurses, we have the
majority of the precarious
jobs, and we perform the
overwhelming majority of
reproductive work at
home. This is why a basic
right such as the freedom
to decide about one’s own
body, to decide on
motherhood, is a right for
which the entire working
class has to fight.
Similarly, that’s why... the
precariousness of work,
the lack of funds for health
and education, the
extension of the working
day (which makes the
double burden of
housework and paid work
unbearable), all these
attacks on the working
class have to be demands
of the feminist movement.’
— Paula Varela, feminist
activist, Argentina
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support grants because of their lower incomes and care responsibilities,
so any reductions in these hurt women more.

Public spending and women

Public spending is a powerful tool that governments can use to close the
gap between women and men. Research has shown how good-quality
universal public services and infrastructure, especially in areas such as
health, education and water — as well as social protections like pensions
and child support grants — can have multiplier effects on reducing gender
inequalities.?'® Public services can be designed in ways that recognize
the different needs of women and men, while challenging the social
stereotypes that assume that women should be responsible for more
care work than men. They can seek to transform gender relations rather
than accept them, for example ensuring that education empowers girls to
challenge the status quo.

Conversely, underfunded and low-quality public services that are blind to
the needs of women and girls can increase the gender gap. Instead of
challenging outdated social attitudes about the roles of women, they can
reinforce them. The role that public services can play in promoting
equality between men and women is addressed in more depth in section
3.

Taxes and women

Taxation policy can also have a different impact on women and on men
because of differences in their economic positions, caring responsibilities
and decision-making power. Cuts to wealth taxes, taxes on top incomes
and corporate taxes disproportionately benefit men, as they are the top
earners and the primary owners of wealth. Conversely, increases in
taxes like value-added tax (VAT), which have a disproportionate impact
on poorer people, impact women most as they are often poorer.2'”

Well-designed tax systems can instead challenge gender inequality and
promote greater equality between women and men. The relationship
between taxation and gender inequality is addressed in more depth in

section 4.
UNPAID CARE AND INEQUALITY
Our economies are built on hundreds of millions of hours of free labour: ‘The problem with gender

is that it prescribes how
we should be rather than
recognizing how we are.’

caring for children, the elderly and the sick; washing, cleaning, cooking,
and fetching water and firewood. The clear majority of this free labour is

provided by women and girls — a result of unfair social attitudes that — Chimamanda Ngozi
make it their responsibility. If all the unpaid care work done by women Adichie in We Should All
across the globe was carried out by a single company, it would have an Be Feminists*'®

annual turnover of $10 trillion?'® — 43 times that of Apple.??° Until we
recognize this injustice and do something about it, neither economic nor
gender equality is achievable.

38



IF ALL THE UNPAID CA

DONE BY WOMEN ACROSS TH.
GLOBE WAS CARRIED OUT BY
SINGLE COMPANY IT WOULD HAVE

Figure calculated based on Apple’s reported annual revenue in 2017 ($229.3bn); see endnote for
source.?! Photo: Rosalyn Martinez collects water from a water pump in the GMA Resettlement Area,
North Tacloban, Philippines. The site was built to relocate families after Typhoon Haiyan, but many
residents say they are in an even more vulnerable situation now and lack basic services such as
reliable and clean water. Credit: Aurelie Marrier d'Unienville/Oxfam.

Oxfam research in rural communities in Colombia, the Philippines,
Ethiopia, Uganda and Zimbabwe showed that women have an average
14 hours a day with some care responsibility.??? Another study found that
poor rural women typically do five times more care work than men.??®
This heavy, unpaid care workload leaves them disadvantaged in many
ways:

» The long hours and stress adversely affect their health.
+ It limits their ability to get decent paid work.

+ It means they are less able to improve their skills and take up
leadership positions.

» It undermines their ability to participate in politics and civic life, which
in turn means that the needs of women are less likely to be addressed
by politicians.

» Girls’ education suffers when they are taken out of school to help in
the home, while their brothers continue their studies.

+ Although on average women do more unpaid care work than men, the
situation is a lot worse for poor women. Poorer women are less likely
to have access to piped clean water and public services for health and
childcare. In Tunisia, three- and four-year-old children from the
poorest families are six times less likely than those from the richest
families to be in pre-school childcare.??* Poor families are less likely to
own labour-saving devices like washing machines, or to be able to
afford domestic workers. Domestic workers are themselves
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overwhelmingly poor women who have to juggle many hours of low-
paid domestic work with their own care work at home. Unpaid care
work amplifies economic inequality, because those with the least
wealth also have the least time to earn an income and accumulate
wealth over their lifetimes.

Unpaid care is a huge hidden subsidy to the economy, which is ignored
by standard economic analysis. If governments incorporated an analysis
of unpaid care into their economic policies and took greater responsibility
for meeting the care needs of their populations, it would go a long way
towards tackling economic and gender inequality.

For example, in response to the excessive workloads of women and the
need to end precarious and poorly paid caring jobs, in 2015 the
Government of Uruguay established the National Integrated Care
System. All children are entitled to the right to care, and the work of
caregivers is recognized and valued with training and support
programmes.??°

Governments must confront outdated social attitudes that see women as
the primary caregivers, and which are often reflected in sexist policies
such as maternity rather than parental leave. They should also invest
more money in relevant public services that can significantly reduce
women’s care workload, including domestic water and electricity
supplies, childcare, elder care, healthcare and public transport.

Unpaid care and public services

In reality, for too many people these vital public services remain badly
underfunded. In sub-Saharan Africa, 65% of the population still have no
access to electricity, while 37% continue to lack access to an improved
water source.?? Inadequate access to basic public services greatly
increases the amount of time poor households spend on unpaid care
tasks such as fetching water, collecting wood, and caring for the sick in
the absence of good medical care near to their homes. Women'’s unpaid
contribution to the health sector alone is estimated to be worth
approximately 3% of GDP in low-income countries.?%’

IN SUB-SAHARAN AFRICA, THIS GREATLY INCREASES
THE POPULATION IS STILL LACKING THE AMOUNT OF TIME POOR
ACCESS T0 BASIC PUBLIC SERVICES HOUSEHOLDS SPEND ON
LIKE WATER AND ELECTRICITY UNPAID CARE TASKS
Al coe

lack access

to electricity Fetching

water

Conversely, investment in universal, free, care-supporting public services
can bring about substantial improvements in poor women’s lives.
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In parts of Zimbabwe, providing access to an improved water source
could reduce women’s average unpaid care workload by four hours a
day??® — the equivalent of two months a year. Access to free public
childcare in Rio de Janeiro, Brazil increased low-income mothers’
employment rates by 27%, and nearly doubled the employment of low-
income mothers who had previously not been in paid work.?

Rather than being a drain on government budgets, investments in such
services deliver economic returns. Investing in care services creates
jobs: recent research in six middle-income countries showed that
investing 2% of GDP in strengthening health and care services could
generate between 1-3% growth in overall employment, with 24 million
new jobs in China alone. This is 13% more jobs than if the same sum
was invested in the construction industry.?3® The cost to governments of
such investments is comparatively low: a recent study in Turkey shows
that investment in pre-school childcare and education has a higher return
in terms of increased income tax and other revenues compared to an
equivalent investment in the construction sector.?'

More investment in public services is vital, but so is careful design and
management to minimize the time it takes for women to access these
services. Long travel and waiting times, restricted or unreliable opening
hours, and the opportunity cost of lost income affect women more due to
their considerable unpaid care responsibilities and greater time
poverty.?? One study in rural Egypt showed that difficulty in paying for
health services was reported by 42% of women as a barrier to access,
while long distances and travel times were reported by 30% of women as
a barrier to using health services.?* This illustrates the importance of
investing in and building good free public clinics close to women’s homes
and places of work.

To make public services responsive to the needs of poor women,
governments must provide genuine opportunities for poor women to have
a say in key budget, design and management decisions.

Economic and gender inequality are closely intertwined, and the
decisions that governments make over how to raise revenue and spend it
can have either a powerful effect at reducing or increasing these
inequalities. When governments make choices to cut taxes on the rich, or
to cut services or make them available only to the privileged few, it
denies opportunities to poor people, ignores the importance of care work
to society, and leaves the poorest women and girls to fill in the gaps. It
also concentrates excessive wealth in the hands of an elite, the majority
of whom are men. The gendered nature of economic inequality reinforces
inequality in all areas of women'’s lives, denying them the power to
challenge systems of discrimination. This is not inevitable and women all
over the world are mobilizing for and proposing alternatives. Instead,
public services and taxation can be powerful tools to help governments
tackle the interlinked challenges of gender inequality and economic
inequality. The next two sections will explore how. the power of public
services to close the gap.
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3 HOW PUBLIC SERVICES
AND SOCIAL PROTECTION
CAN FIGHT INEQUALITY

A doctor holding a baby in the maternity centre at the Zaatari refugee camp in Jordan, which hosts
around 80,000 Syrians fleeing the war. Photo: Tom White/PA.

» Public services like health and education, as well as child benefits,
pensions and other social protection have huge power to reduce
inequality.

» To do this they must be high quality, universal, public and free, and
promote gender equality.

DELIVERING AN EVERYDAY
MIRACLE

Classrooms with teachers. Clinics with nurses and doctors. Working taps
and clean toilets. A basic pension at the end of a hard-working life.
Education, health, water, pensions, child benefits that are available to all
people regardless of gender, caste, ethnicity or disability. Public services
and social protection benefits such as these can be engines of equality,
working to transform people’s lives and unlock potential, pull societies
together and close the gap between rich and poor and between women
and men.
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Public services are one of humanity’s greatest inventions. No country has
developed without investing in them. In rich countries in the 19" century,
schooling and healthcare were almost entirely in private hands and out of
reach for most people,?** who suffered as a result. Public services in
those same countries today are the most powerful equalizers, reducing
income inequality by an average of 20%.2%

Public services and social protection play a fundamental role in meeting
the needs and human rights of people the world over. They also have a
very powerful role in reducing both inequality and poverty.?* Evidence
from more than 150 countries, rich and poor alike, spanning a period of
more than 30 years,?” shows that investment in health, education and
social protection reduces the gap between rich and poor. One recent
review of 13 developing countries found that spending on education and
health accounted for 69% of the total reduction of inequality.?®

Universal and free public services meet essential needs, save people
from paying out of pocket, and offer an escape route out of poverty for
hundreds of millions of people. If all children left school with basic
reading skills, 171 million people could be lifted out of extreme poverty.23°
One hundred million people would be prevented from falling into extreme
poverty each year if universal healthcare was publicly funded and free of
charge to patients.?? A further 800 million people would no longer have
to forego other basic necessities, like food, as a result of paying for
healthcare.?*!

Each day people — mostly women and girls — spend 125 million hours
collecting water.?*2 An estimated 443 million school days are lost each
year due to water-related illness?*® and about half of the developing
world’s hospital beds are occupied by people suffering the same.?** With
access to clean water, these lost hours could instead be spent learning
and earning for a better future.

The IMF has identified public spending on health, education and social
protection as among the most important tools available to governments
to reduce inequality and poverty, and stated that they are crucial to
promote economic development.?4°
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Box 5: Public service successes in developing countries

Many developing countries today operate public services on a scale
impossible to conceive of in the history of rich nations when they had
comparable income levels.

For example, Thailand introduced universal health coverage in 2002 for its
population of 69 million people, with a per capita income similar to that of
the US in 1930.246 The Thai government employs 180,000 nurses?4” and
50,000 doctors?48 countrywide. Over 80% of all care is delivered by the
state. Funded by progressive taxation, quality health services are available
free to everyone, rich and poor.2*° They help to reduce inequality in
Thailand by benefitting poor people more than the rich.2%0

Ethiopia is a poor country, with around the same per capita income as
Canada in 1840.2%" However, it is the fifth-largest spender on education in
the world as a proportion of its budget:

It employs over 400,000 primary school teachers.252

» Between 2005 and 2015, it has brought an additional 15 million children
into school, from 10 million to 25 million.253

Ethiopia still faces serious challenges with learning outcomes and
improving the quality of education,?%* but the scale of its commitment and
effort to educate its girls and boys is dramatic.

Through concerted government action and public delivery, working with
communities, the Government of Paraguay increased the percentage of the
rural population accessing clean water from 50% to 95% in just 15 years
(2000-2015), ensuring that every citizen can drink clean water.25%

PROGRESS, BUT PATCHY AND
UNEQUAL

In recent decades, public services, especially in developing countries,
have delivered some remarkable results. Since 1990, 2.6 billion people
have gained access to improved drinking water.2%¢ Primary school
enrolment is now almost universal, with as many girls enrolling as
boys.?%” Since 1990, the number of children dying before their fifth
birthday has halved.%® Globally, new HIV infections declined by 38%
between 2001 and 2013.2%°

Unfortunately, progress in meeting other essential needs has been
unacceptably slow or has even reversed. At least half the world’s 7.6
billion people do not receive the essential healthcare they need.?®° In
2015, there were 262 million primary and secondary age children still out
of school.?¢' Of those in primary school, more than half do not reach
even a basic level of reading.?? And 844 million people still lack even a
basic drinking water service.?®3

Global aggregates also mask huge differences in progress between and
within countries, between rich and poor, and between women and men.
In developing countries, children from the richest families are 32% more
likely to complete primary school than children from the poorest
families.?®* Evidence from 137 developing countries shows that a child
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from a poor family is on average twice as likely to die before their fifth
birthday than a child from a rich family.26°

For an expectant mother giving birth, the presence of a midwife or other
health professional will dramatically improve her chances of survival if
something goes wrong. For poor expectant mothers, it matters hugely
which country they are giving birth in, as Figure 5 shows. In Thailand and
Rwanda, poor mothers are almost as likely as rich mothers to give birth
with the help of a medical professional, whereas in Indonesia and Ghana
they are much more likely to have to give birth without any professional
help, putting their lives and the lives of their babies at risk.

Figure 5: Percentage of births with assistance of midwife or other
skilled medical professional — poorest 20% and richest 20%
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Source: Health Equity Assessment Toolkit (HEAT).2%6

POOR-QUALITY PUBLIC SERVICES
DRIVE INEQUALITY IN MANY
COUNTRIES

The power of public services and social protection to reduce inequality
depends on how well they are funded, how they are delivered and their
level of quality.

In too many countries, public services face a quality crisis. Schools and
clinics are poorly staffed, underfunded and of very low quality. Social
protection is miserly and excludes many who need it. Services ignore the
specific needs of women. In such situations, public services can fail to
serve citizens and end up reinforcing and increasing inequality.

Across low- and middle-income countries, it is estimated that 3.6 million
deaths each year can be attributed to the lack of access to healthcare.?’
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Box 6: Failing the poorest people — private healthcare in India

In India, government neglect of public healthcare means the private sector
dominates.?%8 The highest-quality private medical care is only available to
those who have the money to pay for it.26° The country is a top destination
for medical tourism, with some of the best-quality care in the world
available to those who can afford it.270 At the same time, levels of public
spending on health are some of the lowest in the world. In South Asia,
including India, poor-quality care kills more people than lack of access to
treatment and care.?”" The poorest patients either have to cope with very
poor public providers or take their chances with an array of unregulated
quacks and other private providers, often bankrupting themselves in the
process.?72

Powerful private health corporations have escalated the cost of
government-paid health insurance premiums three and a half times in
some states, and threaten to withdraw services if governments do not
comply.278 In major cities like Delhi, many private hospital corporations
have received free or heavily subsidized land from the government in return
for providing free care for poor patients, which they consistently fail to
deliver.2’* A number of these same hospital corporations have received
substantial financial backing from the private sector investment arm of the
World Bank.?7%

Eighty percent of payments to the government health insurance scheme go
to private providers. Evidence across different states confirms unethical
and corrupt practices by private providers, include charging the government
for bogus patients, refusing free treatment to poor patients, and delivering
unnecessary interventions and medication.?76 Perhaps the most horrific
example of the latter is that thousands of young Indian women have their
uteruses needlessly removed by private healthcare providers because
hysterectomies are among the most profitable procedures.?’”

Millions more children, most of them girls, now get to go to school
because of the expansion in access to education in many poor countries.
Yet in too many countries, this historic increase in access for poor
children has not been met with the investments also needed to ensure
that the education they receive is of good quality. As a result, many
countries face a learning crisis, where children are failing to secure even
the most basic skills.?"®

Failing public water provision means that poor families are forced to buy
water from private vendors, often for much higher prices than those paid
by the better-off who have access to public water supply. In Nairobi, for

instance, slum dwellers can end up paying up to 40 times more for their
water than those in wealthier areas of the city.?"

Public services in too many developing countries are piecemeal,
privatized and privilege the rich. While some countries buck the trend, in
most health and education spending is far too low.?® For many years,
the main economic view from institutions like the World Bank was that
public services and social protection should be rationed and minimal; that
the private sector is better at providing support; that individuals should
pay for their schools and hospitals; that market mechanisms should be
used in public services; and that social protection should be very limited
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and targeted only at the very poorest people.?' While some of the
rhetoric, programming and advice has changed, including notably from
the IMF,%2 change in practice has been slower. Austerity in rich and poor
countries alike following the global financial crisis of 2008 has
overwhelmingly protected the interests of the rich while cutting back the
public services and social protection upon which the poorest and most
vulnerable people depend.?83

This trend is often compounded by the influence of elites over politics
and governments, skewing public spending in favour of corporate interest
(see Box 6).%* Similarly, pharmaceutical companies use their lobbying
power to insist on exceptionally high prices that are beyond the reach of
ministries of health.?® For example, a new medicine to treat drug-
resistant TB was priced by Janssen, a subsidiary of Johnson and
Johnson in South Africa, at $400 for a six-month course, when
researchers estimate that a generic version could be made for only
$48.28¢

HOW CAN PUBLIC SERVICES AND
SOCIAL PROTECTION REDUCE
INEQUALITY?

Reducing poor people’s expenses

When a government provides free universal public services like
education or health, it benefits everyone. In income terms though, it
benefits the poorest women and men the most because they don’t have
to use their very low earnings to pay for these services. Spending by
government in this way can be seen as a significant virtual?®” boost to the
incomes of households. For the poorest people this boost can be worth
as much, if not more, than their regular earnings.8

To find out more about these positive effects, Oxfam has looked at
available public spending data for primary education across 78 low-,
middle- and high-income countries.?® Our calculations find that in 90% of
the countries, the amount the government spends per child in primary
school each year is worth more than the income of the poorest 10% of
the population.?®® The scale of the benefit for poor families will depend on
their size and how many children they have in school. This boost to
family income can be true in rich and poor countries alike. For a single
mother with two children both in primary school, for example, public
spending on her children’s schooling exceeds her family income by three
times in Colombia, and more than doubles it in countries as diverse as
Brazil, Latvia, Senegal and Romania (see Figure 6).
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Figure 6: Public spending on primary education compared to
income of the poorest families in various countries
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Source: Oxfam calculations. See methodology note.?®’!

The disproportionate income benefit to poor people is also true for the
provision of other free or heavily subsidized public services. People in
poverty often spend a significant proportion of their income on water, with
the cost of water in Papua New Guinea being as much as 54% of a poor
person’s daily wage.??? Reducing the cost of water saves poor families a
lot of money, reducing both poverty and inequality.?®> On average, in rich
countries, public services are worth the equivalent of 76% of the
disposable income of the poorest people, and just 14% of that of the
richest.?%

In addition to these freely provided services, social protection schemes
like child benefit and pensions mostly provide additional cash income.
These too can have a major impact on reducing inequality. Evidence
from Latin America shows that the introduction and expansion of social
protection was one of the key drivers of inequality reduction in the region
during the 2000s.2%

Beyond the direct impact of government spending on redistributing
incomes, when delivered well, public services and social protection can
reduce inequality in other important ways.

Impact on women

Women and girls living in poverty stand to gain most from high-quality,
universal and equitable public services and social protection.?®® These
should not only be designed to meet the needs of women. They should
also challenge wherever possible the traditionally perceived roles of
women and men, for example policies to ensure fathers and mothers
share parental leave rather than only giving maternity leave to mothers.

Globally, women with secondary education earn twice as much as
women with no education.?®” Education therefore narrows women'’s pay
gap with men; it also increases their decision-making power in the
household. In Pakistan, for example, women with only a primary
education earn around half of men’s wages, while women with a
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secondary education earn around 70% — still an unacceptable gap, but a
far narrower one.?%

UNESCO estimates that if all girls were to receive a secondary
education, there would be a 64% reduction in early and forced child
marriages.?®® Such marriages greatly increase the risk of death in
childbirth.3% If all girls completed even a primary education, an estimated
189,000 maternal deaths would be avoided annually — a reduction of two-
thirds.*" Public education can be truly transformative for girls and
women if schools are used as spaces to challenge the attitudes of
parents and communities that act as barriers to gender equality.

Around the world, universal social protection transfers, like pensions and
child benefits, narrow the income gap between women and men.3%? In
South Africa, for example, women’s income is worth 48% of men’s before
these transfers, and 57% after. Universal social protection is usually
better at contributing to gender equality than social protection schemes
that are based on individual contributions. Contributory schemes are less
accessible for women, because women often work informally and
precariously, so do not qualify for the benefits.3’® Even when women do
contribute, their benefits tend to be lower because of their lower earnings
and longer periods without paid employment due to caring
responsibilities.3%*

Good-quality, free healthcare is essential for women and girls to be able
to make decisions about their own lives and be active and productive
members of their families and communities. It increases their chances of
escaping poverty and reduces their chances of dying from preventable
causes, such as childbirth. Access to sexual and reproductive health
services is essential for women to enjoy autonomy and make choices
about whether and when to have children. This in turn has profound
impacts on women’s economic opportunities. 30

Conversely, fees for healthcare can widen inequality between women
and men. In Mali, one in-depth study found that user fees ‘trap women
and their families in cycles of poverty, disease and powerlessness’.
Women on low incomes had to wait for their husbands to decide whether
to pay for needed care or not.3%

Boosting social cohesion

Public schools, public hospitals, public housing and, public water supply.
Universal benefits, for all mothers, for all children and older people.
These actions by governments can have a powerful equalizing impact on
society. Good-quality public schools can be beacons of equality, where
the children of rich and poor families learn together and can become
friends. People from all classes and backgrounds can meet at the local
public park or health clinic. All mothers can receive support from the
government, regardless of their level of income. These are everyday
examples of how society can be designed to pool risks, to enable people
to help each other stay healthy and cope with risks they could not
manage on their own.3%’
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In the immediate post-independence period of many countries, the
expansion of universal public services was integral to the nation-building
project.3%® A number of countries explicitly use social protection and
public services as a tool to strengthen citizen-state relations and promote
unity.3%° A study of universal cash transfers in a district of Nepal found
that they led to perceptions of equality among the beneficiaries, thereby
promoting social inclusion.3'® In India, traditionally those from so called
high-caste backgrounds are not supposed to use the same eating
utensils as those from so called low-caste backgrounds. While prejudice
still continues to exist, there is some evidence that school feeding
programmes in public schools have contributed to breaking down this
practice, as positive instances have been observed where all children eat
together.3"

However, when services or grants are targeted they can foster divisions
and conflicts. In several Latin American countries, poverty targeting was
found to weaken social engagement in poor communities.3'? Studies of
Nicaragua’s social protection scheme Red de Protecciéon Social revealed
growing divisions between recipients and non-recipients, who refused to
take part in community activities.3'

When public services fail, rich people can use their money to opt out.
They may in turn have less interest in or support for public services, and
be less willing to pay taxes to fund them.3'* Low-quality, underfunded
education, health and other public services become the preserve of the
poorest people,®'® and social cohesion, trust and solidarity are
undermined.3'®

Powering social mobility

As described in section 1, social mobility, or the ability to move up the
income ladder, is central to reducing inequality and fighting poverty.
Good public services and social protection have significant potential to
increase social mobility.

This is particularly true of education: if a good education is available to
all, then the opportunity for all children to fully realize their potential and
make the most of their abilities is clear.3'” Conversely, if a good
education is only available to those with money, talent is stifled and the
richest people can hoard opportunities.

Liberation and freedom

Public services and social protection can tackle inequality by providing
freedom conviction most famously held by Nobel Prize-winning
economist Amartya Sen.3'® While nominally free, most of humanity
remains imprisoned by poverty, illness and ignorance. Freedom from
these is, for Sen, a core measure of human progress.

Good-quality education can transform lives. It can have a profound
impact on people’s self-awareness, self-confidence, critical thinking and
understanding of the world. It can give them the power to challenge their
leaders and demand a fairer world.®'° It can help fight plutocracy and
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build democracy. Extensive research in OECD countries, dating back to
the 1970s, shows that increased education leads to greater political and
civic engagement.3%

Women and girls living in poverty, who are currently losing out the most,
stand to gain most opportunities to increase control over their lives
through education®?' and access to health services. Provision of quality
childcare facilities or piped clean water can free them from hundreds of
hours currently spent looking after children or collecting water, giving
them time for leisure, learning, activism or paid work.

WHAT KIND OF PUBLIC SERVICES

AND SOCIAL PROTECTION MAXIMIZE

THE REDUCTION IN INEQUALITY?

The way that public services like health and education are delivered, and
the way in which social protection benefits like pensions and other
welfare payments are organized, is critical to how much they reduce the
gap between rich and poor and between women and men.

Successful governments have achieved results by providing universal
public services and social protection that work for women and girls;
abolishing fees in health and education; scaling up public delivery of
services, including training and recruiting nurses and teachers; and
ensuring that services are accountable and responsive. Above all, they
have delivered quality services for all — not just for those who can afford
them.

GOOD
QUALITY
PUBLIC ==p
SERVICES

Universal

Public services and social protection work better at reducing inequality if
they are universal and the right of all citizens.

After World War Two, the first full welfare states were built on the idea of
universalism. This was bound by a clear political logic — that good
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universal public services and social protection benefits, available to all
citizens, were popular with rich and poor alike. They bound society
together and generated a willingness among all to pay adequate taxation
towards them.322

In the 1960s and 1970s, universal approaches to public services and
social protection prevailed in both rich and poor countries.3?? Since the
1980s however, with a global debt crisis and the rise in neo-liberal
economics,®?* influential institutions like the World Bank increasingly
promoted the targeting of social benefits to specific identified groups.32°
The Bank contends that while we should aim for universal social
protection, it is unaffordable for most countries3?® and should therefore
only be targeted at the poorest people. In promoting this approach, the
IMF, World Bank and international aid donors have been accused of
ignoring post-war history and exporting 19" century style ‘poor relief’ to
developing countries.®?’

Many countries have shown that universal public services are
affordable.®?® Even Nepal, one of the poorest countries, is showing the
way through its universal old-age and disability benefits. Costs in
healthcare can be kept down by focusing on primary care, so many
health conditions can be treated before they become more serious and
more expensive to manage.3?

Targeting benefits at the poorest families and individuals can seem to
make sense, but in fact is often unworkable. Poverty targeting systems
are often ineffective, expensive and plagued with errors in both
directions: leaving out those they are intended to benefit, and giving
benefits to those not deemed to be in need.?*° Figure 7 shows that the
stronger the poverty targeting, the more those who should qualify are left
out. Indonesia’s PKH scheme is the most extreme example of this; it
excludes 93% of those who should qualify for the benefits. Despite the
evidence the IMF and World Bank have undermined universal schemes
by proposing that governments introduce poverty targeting, including
pushing Mongolia to target its universal Child Money scheme.3*'
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Figure 7: Relationship between % of population covered by social
protection scheme and % of qualified beneficiaries left out33?
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Targeted schemes designed to advantage people living in poverty have
frequently backfired because they can erode political support for income
redistribution.3*® As such, targeting is often followed by a reduction in
benefits.3** Middle-class buy-in to universal public services and social
protection is also important to keep pressure on governments to maintain
and drive up quality for all.33® A study by UNICEF found that over the last
50 years, for the developing countries that have made most progress in
providing widespread access to social services, universal access and
provision was the guiding principle.3%

Public services should be free

When health, education and other public services are not free, it is the
poorest people who suffer most. It is hard to imagine a greater
vulnerability than being seriously sick or injured with no means or power
to get the healthcare you need. Yet that is the reality for the majority of
people in the world. User fees are a life-or-death issue for too many
citizens. In countries around the world, after controlling for other factors,
the higher the share of health spending coming direct from people’s
pockets, the higher the rate of premature deaths.3%"

Each year, 100 million people are forced into extreme poverty and 800
million more face severe financial difficulties due to paying for their
healthcare.®3® This number is increasing. The fastest increase is in
Africa,3*® where two-thirds of countries still charge user fees for all levels
of care.*¥ India is home to the largest number of people pushed into
poverty by health expenses; paying for medicines is the chief cause.?*’

notreceive help
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Medical bills are also one of the leading causes of personal bankruptcy in
the US.342

Box 7: When hospital becomes a prison

In countries like Kenya, Democratic Republic of Congo (DRC), Malawi and
India, at times poor people are held prisoner in hospital until they can pay;
sometimes they are even chained.3*? In one study of a health facility in the
DRC over a six-week period in 2016, 54% of women who had given birth
and were eligible for discharge were detained for the non-payment of user
fees.3* In many cases, women and babies are held for months and are
denied ongoing healthcare until their bills can be settled.34® Dead bodies
are not released for burial until bills are paid.346

The World Bank is an important player in global health, but its support for
removing healthcare user fees is limited.3*” Instead, it increasingly
supports health insurance and other targeted schemes as an
alternative.348 But health insurance can exacerbate inequality by directing
public spending to those who are most able to pay for insurance,
excluding many of the poorest and most vulnerable citizens.**° Health
insurance is especially likely to exacerbate inequality in countries with
large informal economies, where premiums cannot be automatically
deducted from salaries, meaning payment is de facto voluntary.®° In
Ghana, for example, the government health insurance scheme is
predominantly accessed by better-off households and has a national
coverage rate of just 40%, despite having been in place for 15 years.3*!
The majority of the poorest people are not covered.?*? In Germany, it
took 127 years to achieve universal coverage through scaling up
insurance.>* Insistence on insurance is likely to delay universal health
coverage by decades, at huge human cost. Using general tax revenues
is by far the quickest and most effective way to finance health for all.

More than a quarter of countries do not provide any free secondary
education.®* Even when school is ostensibly ‘free’, formal and informal
fees such as those for tuition, uniforms, food, transport and books can
impose a severe financial barrier. Collectively, these fees and additional
charges mean families bear 34% of total education expenditure in
middle-income countries, rising to 49% in low-income countries. This hits
poor families hardest.3®

In Ghana, after fees for senior high school (upper secondary) were
dropped in September 2017, 90,000 more students walked through the
school doors at the start of the new academic year.3%

With water services, unlike health and education, some fees are needed
to encourage sustainable use of finite resources. It is critical however,
that tariffs are structured to ensure that a minimum daily amount of water
is provided free to support the poorest people. In South Africa, for
example, the first 25 litres of water per person per day are free.%’
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Public, not private

When publicly delivered, services are made to work, the scale and speed
of their impact on poverty reduction cannot be matched.3%® This happens
even in some of the poorest countries, as shown in Figure 8 below.

The World Bank has noted that the rapid expansion of government-
delivered education in many developing countries has greatly outpaced
the historic performance of today’s rich countries. In the US, it took 40
years to increase girls’ enrolment from 57% to 88% in 1910. Morocco
achieved the same in just 11 years.3%® When pro-poor policy changes are
made in public education systems, the impact is felt nationwide. The
introduction of free universal primary schooling in Uganda increased
enrolment by over 60%.30°

One of the best ways to stop expectant mothers dying is to make sure
that midwives or other skilled health professionals are there when they
give birth. Our estimates, based on DHS data, suggest that in developing
countries more successful at making sure the majority of poor women
give birth with the support of a heath professional, this has been
achieved overwhelmingly by public sector provision of care. In these
developing countries doing the most to stop poor women dying in
childbirth, 90% of the care that is provided comes from the public sector,
and 8% comes from the private sector. (see Figure 8).%"

Figure 8: Percentage of live births delivered by a doctor or midwife
in public and private institutions by women in the poorest 20% —
evidence from 61 low- and middle-income countries
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But in too many countries, people are suffering for lack of good-quality
and accessible public services.*? Rather than putting all efforts into
addressing the many structural causes of such failings, influential
institutions like the World Bank instead look to services delivered by the
private sector as a solution.363

The market on its own will not deliver healthcare, education and other
public services for poor people. The pursuit of profit means private
providers have no incentive to serve those who are unable to pay.3®*

‘The erosion of public
health and education and
the push to privatize them
is driving up inequality
across Latin America.
What remains are good
services for the rich and
empty promises for the
poor.’

— Coordinadora Regional
FRESCE/Coordinadora de
Desarrollo Institucional de
la CLADE, Brazil

Public sector
Private sector

@ Births assisted by
a skilled provider
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In recent years, donors like the World Bank have increasingly supported
so-called ‘low-cost’ private schooling as an alternative to government
provision.3¢® In education, poverty is a decisive factor in excluding
children from private provision. It is rare for the poorest children to enroll
in private schools, and when they do, their families have to make
unacceptable sacrifices.®® One study in the Indian state of Uttar Pradesh
found that even low-cost private schools are unaffordable for the poorest
40% of families, with girls and children from lower castes or religious
minorities less likely to attend.3¢7

A related approach promoted by some donors is to form public-private
partnerships (PPPs).3®® The theory is that the negative impacts of for-
profit service delivery can be avoided, and the private sector can be
harnessed by governments for the public good. Yet research shows®*°
that education, health and other public services delivered by for-profit
providers and funded through PPPs come with significant risks,
especially in terms of increasing inequality and cost escalation for
governments. Even the IMF is now warning of the sizeable fiscal risks of
pursuing PPP approaches.3"°

The water system of Indonesia’s capital, Jakarta, was privatized in 1997
as part of a PPP. Twenty years later, most of the city still has no access
to clean piped water, and the government has sustained huge losses
which have been picked up by the taxpayer. Surabaya, Indonesia’s
second-largest city, has a public water supply that covered 95.5% of the
population by 2016. This is twice as much coverage as Jakarta Water,
and the water is much cheaper.®"

An Oxfam study revealed how a World Bank Group-advised new PPP
hospital in Lesotho ended up consuming as much as 51% of the total
health budget in 2014.372 Recent data suggests that the PPP hospital bill
amounts to double the ‘affordability threshold’ set by the government and
the World Bank before the PPP was signed.3"3
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Box 8: Education public-private partnerships in Pakistan — a
dangerous diversion from public education

Pakistan has 24 million children out of school.3"* Only 15% of poor rural
girls finish primary school.375 Public spending on education is among the
lowest in the world. Rather than build and improve the public education
system, Pakistan is attempting to find solutions through partnerships with
the private sector. Punjab state is leading the way. It announced in 2016
that no new public schools would be built. Instead, government funds would
go to support private schools, and 10,000 government schools would be
handed over to the private sector to manage. A key aim of this vast public-
private partnership (PPP) was to get more of the 5.5 million out-of-school
children in Punjab into education.376

Oxfam’s research®7 into the education PPP in Punjab and interviews with

private school principals found that:

* Only 1.3% of children in the private schools surveyed had previously
been out of school.

‘We don’t have any [formerly] out-of-school children in this school. The
ones in the community don’t want to study and can be a waste of our time.’

» Alarge majority of schools had enrolled more boys than girls, and drop-
out rates for girls were reported to be higher. In the face of non-fee
expenditures like uniforms, many families choose to educate only their
male children.

‘Preference is always given to boys when it comes to private schools. Ours
is a non-fee school, but still boys are given preference. This is because of
various non-fee expenditures.’

» Non-fee expenditures per child in the schools surveyed represented
40% of the household income of the poorest households.

‘The poor go to government schools in the area. They cannot afford any
expenditure on education. We as school owners cannot include the poorest
of the poor in this school with other kids. It’s not like a charity; we have
limited funds from the PPP, and | also need to earn a livelihood from this.’

» Teachers in the PPP are poorly paid and this also exploits gender
inequality. Nine out of ten teachers in the schools surveyed were
female. The average wage was one-fifth that of a public school teacher,
and at $52 was less than half the minimum wage for Pakistan.

‘In the PPP it is the teachers who suffer the most. | cannot pay a decent
salary to my teachers. | cannot hire male teachers, as they demand a
higher salary. Females have fewer options for work.’

Countries that are failing to deliver public services are also unlikely to be
able to regulate commercial providers (see Box 8).

Civil society actors like NGOs, churches and mosques often plug the
gaps where the state is failing to deliver. They can be a lifeline for the
poorest people. But their services are piecemeal and vary significantly in
their affordability and quality.®"® The result is a lottery for citizens,
depending on where they live and what they can afford. Successful
governments have consolidated this patchwork of provision into one
public system, to complement public schools and hospitals rather than
compete with them. In Kerala state, the government funds the running
costs of church schools and regularly inspects them to maintain
standards.?"®

57



Accountable

To effectively fight economic inequality, public services and social
protection need to be accountable and responsive to citizens. In many
countries, Oxfam and allies are working to support citizens in demanding
better and more accountable services. In Mozambique, since 2011
Oxfam allies have tracked allocations from the national budget to district
budgets for education, health and other public services. They found that
significant amounts of money had not arrived at the district level. These
findings have been widely publicized and led to the government adopting
national tools in 2016 to improve disbursements.*® In Vietnam,
engagement with budget processes at local level by women’s networks,
supported by Oxfam, improved spending and public services.3®'

Since 2001, civil society groups, including patients’ groups, successfully
campaigned to decrease the price of HIV treatments, resulting in over 21
million people currently being treated.®? Action is now targeted at the
high prices set for pharmaceutical companies’ cancer medicines that are
depriving people of life-saving treatments.38

Responsive to the different needs of women
and men

Public services and social protection must be designed with an
understanding that gender and other inequalities will affect how women
and men will access them differently. Governments can ensure this
happens by:

» Carrying out gender-based assessments of services to understand
what might be holding women or men back from accessing them.

« Consulting with women'’s rights organizations and those representing
marginalized groups, including LGBTI (lesbian, gay, bisexual,
transgender, and intersex) populations.

« Prioritizing the types of services that would reduce inequality,
including those that reduce and redistribute care work.

« Promoting women as workers in public services.

Well-designed public services and social protection must also work to
challenge rather than reinforce accepted stereotypes about the roles of
women and men, and push for greater equality. For example, in Rwanda,
healthcare workers have engaged men during their partners’
pregnancies, which has encouraged greater sharing of care roles.3*

Employing enough teachers, doctors and
nurses

Ensuring there are enough teachers, doctors and nurses is absolutely
pivotal to the quality of public education and healthcare services. In many
countries, where there is a lack of government cash or commitment,
public services are kept afloat by a skeleton staff of overworked and
underpaid teachers, doctors, nurses and other workers. Under appalling
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conditions, some do not do their jobs well or simply do not turn up.
However, many more are deeply committed to their work, putting in long
hours with few resources and little pay. For health workers, these

conditions can be life-threatening, as the Ebola outbreak in West Africa in

2014 demonstrated, when large numbers of health workers gave their
lives in the fight against the disease.?°

Box 9: Public sector heroes

Vietnam: Lé thj Cdm Thanh, Vice Director of the eye hospital in Can Tho
province

‘| like my job. | spend most of my time working in communities where we can detect
eye problems early and stop them getting more serious. When patients come to me,
| have no profits, no money, but | feel happy to see the happiness of the patient who
gets better. | want to use my knowledge to contribute to the care of people in the
community. That's why | will be a doctor forever!’.

Bolivia: Betty Carrillo Yujra, teacher

‘| was the only one in my family who was able to finish school and study at
university. | dreamt of being a teacher ever since | was a child. | get up every day at
five in the morning, cook food for my two children and travel 40km to the community
where | work. | want to help create equality between children studying in the city
and the children in my rural school, there should be no difference.’

Tunisia: Dr Dorra Bousnina Lassoued

‘My mother was a paediatrician, my father a cardiologist. Both were champions of
the public health sector. Like my parents, | followed a public health career and |
never thought of working in private health to enrich myself and enjoy life's goods. |
chose instead to work in one of the most disadvantaged and dangerous
neighbourhoods of Tunis.’
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Ghana: Sulemana Shukara, teacher

) A
‘When | came to this community as a teacher, | realized parents don’t want to bring

their children — especially the girls — to school. They believe that a girl belongs in
the kitchen. So | took the role as a school guidance and counselling teacher. To
counsel the parents. The girls, their place is not in the kitchen. One of my girls has
now completed university of science and technology. | still want to see more results.
So | am still working hard to achieve more’.

Photo credits, from top: Mr. Tran Loc; Alexandre Laprise; Slim Boussoffara; Jacob Steerk.

To deliver health and education for all, the world needs an additional 17
million health workers3® and 69 million teachers.®®’ In Senegal, there is
one doctor per 14,000 people, compared to the one per every 1,000
recommended by the World Health Organization.3®® Women are the
majority of the world’s teachers and nurses — around 143 million women
are employed in health and education worldwide.3#° Work in the public
sector is often one of the few sources of formal employment for
women.**° When women are at the front line of delivering services, their
presence encourages other women and girls to use those services, and
women workers act as important role models to other women and girls.

Universal public services and social protection are at the heart of
reducing the gap between rich and poor and fulfilling the needs and
rights of every person on the planet. They have the power to transform
equality between women and men. They are within the reach of every
government that has the will to reduce inequality.

The next section examines how, with progressive taxation and other
actions, such services are affordable.
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4 PAYING FOR UNIVERSAL
PUBLIC SERVICES AND
SOCIAL PROTECTION

b

Celestina, 16, lost her father when she was in her early teens. A place at the Oxfam supported
Girls Model School was her way out of poverty. ‘If | hadn’t gone to the Girls Model School my life
would have been very miserable because | come from a poor home. But due to Girls Model School
| am okay.’ Celestina is currently studying at the senior high School in Tamale, and aspires to be a
journalist: ‘| want to reduce the rate of bribery and corruption in Ghana. It is a very big problem
which has become rampant in Ghana.’ Photo: Jacob Staerk.

» We can afford universal public services and social protection for
everyone.

» To help pay for this, the richest individuals and corporations should
pay their fair share of tax. They are currently failing to do this.

« Cracking down on corruption, tackling growing government debt and
increasing high-quality aid are also essential to making this happen.

All governments have signed up to reducing inequality under SDG 10
where they commit to ‘adopt policies, especially fiscal, wage and social
protection policies, and progressively achieve greater equality’.>®' The
UN has estimated that it would cost a total of $1.4 trillion a year to meet
the SDGs in the poorest countries, which would include providing health,
education, clean water and social protection.3%?
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This section will show ways in which governments can help pay for this

by:

» Raising revenues by making sure rich individuals and corporations
pay their fair share of tax.

« Cracking down on corruption.

» Ensuring that international aid continues to play its vital role
supporting the governments of poor countries.

» Tackling the growing threat of government debt undermining funding
for universal public services.

It isn’t a case of whether we can afford to do this We cannot afford not to.

RICH PEOPLE AND CORPORATIONS
MUST PAY THEIR FAIR SHARE OF
TAX

One way to fill the financing gap for delivering the SDGs is to raise more
tax revenue from those most able to pay. The richest people and the
corporations they own are undertaxed. As Figure 9 shows, governments
in developed countries have been reducing both the top rate of personal
income tax and the rate of corporate income tax over the long term. The
top rate of personal income tax in the US was 94% in 1945, and as
recently as 1980 it was 70%. Today it is almost half that, at 37%.3% In
developing countries, the average top rate of personal income tax is even
lower, at 28%, and for corporate tax it is 25%.3%

Making use of exemptions and loopholes, the effective tax rates that rich
people and corporations pay are lower still.**> Large companies are still
paying less than 10 years ago. The effective rate of tax they pay has
fallen by 9% since the financial crisis. ‘This is in spite of a concerted
political effort to tackle aggressive tax avoidance’.3% As most of their
wealth is in financial assets such as shares,*®’ the super-rich are among
the main beneficiaries of lower corporate tax bills as well as lower
personal ones. Taxes on wealth, like inheritance taxes, have been cut by
many countries in recent decades or are simply not being
implemented.3*® There is considerable scope for almost all countries to
raise more tax from those most able to pay.3%°
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Figure 9: Declining rates of taxation of rich individuals and
corporations

70% i
Top personalincome taxrate
~®- Corporate income tax rate
Top inheritance tax rate
60% ,.-_.-_‘-."J-"e..'-":' [
50% - A
‘a”ﬁv‘*\“ °‘
k%
N
R{;:.\“-‘-‘ 8-280g 5
40% ), w
o @\ o
q&-e“*’s’&\ > .
N
w\*"\
30% "‘%\e
WL"-'@‘%?
20% S
10%
1970 1980 1990 2000 2010

Sources: Scheve and Stasavage (2016)4% for personal income tax and inheritance tax and Tax
Foundation for corporate income tax. 4" Note: Sample of 20 rich countries.

The failure to tax rich people and corporations more fairly is not only a
missed opportunity to reduce inequality — it actually worsens it, as
governments must resort to taxing the rest of society more, or cut
spending on health, education and other public services and social
protection that reduce inequality. Our analysis in Figure 10 shows that
since the financial crisis of 2008, the burden of taxation has shifted from
corporations to families, and all the net increase in tax revenue is
accounted for by payroll and consumption taxes like VAT. These taxes
are often regressive because poor people pay a larger share of their
income, so consumption taxes increase inequality (Box 10) (Box 10).402
This has contributed to the fact that in some developing countries, the
government system of taxing and spending increases poverty rather than
reduces it. In Chile in 2013 for example, the numbers of people living in
poverty was increased by 222,000 because of government fiscal
policy. 4%

63



Box 10: A taxonomy of taxes

Corporation tax

A tax levied on corporations and businesses. Generally progressive, in that
its impacts fall more on the richest in society as they are the owners of
corporations. Widespread tax dodging and poor collection undermine this
impact.404

Personal income tax

A tax levied on incomes. Generally progressive, with the rich paying higher
rates, although widespread tax dodging and poor collection undermine this
impact.40%

VAT and other sales and consumption taxes

A tax levied every time someone purchases or consumes goods and
services. Generally regressive, in that the poorest individuals pay the same
rate of tax as the richest when purchasing something, and poor people also
spend more of their money on consumption whereas the rich save a large
proportion of their incomes.

Payroll taxes

Payroll taxes are taxes on salaries and wages. They mainly include social
security contributions.

Wealth taxes

A tax levied on wealth directly or on the transfer of wealth. This includes a
wide range of taxes: inheritance; property; taxes on financial transactions. It
also includes taxes that are a simple percentage of the total wealth of
individuals, called ‘net wealth taxes’. These taxes are generally very
progressive, impacting much more on the richest citizens.

Figure 10: Tax revenue change 2007-2015 (% GDP)

Decrease > Increase

B Corporations Corporate income tax

B Families
Wealth taxes

Personalincome tax

Payroll taxes

Taxes on goods and services

Othertaxes

-0.6 -0.4 Sli 0 0.2 0.4 0.6

Source: Oxfam calculations based on OECD data available for 35 OECD and 43 non-OECD
countries (unweighted averages).*%® Axis figures represent pp — percentage points of GDP. Note:
Payroll taxes include social security contributions and other taxes on salaries and wages. Taxes on
goods and services include sales taxes and VAT.

While income inequality has increased in many countries*?” since the
1980s, taxes have failed to redistribute more income.*%® Indeed,
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billionaire Warren Buffett reminds us that he pays a lower tax rate than
his secretary.4% His case is not exceptional. In some countries, when tax
paid on incomes and tax paid on consumption (value-added tax or VAT)
are both considered, the richest 10% are actually paying a lower rate of
tax than the poorest 10%.

Figure 11: Effective tax rate for bottom 10% and top 10% in Brazil
and UK

49%

B Poorest 10% of people
I Richest 10% of people
34%
UK

Source: INESC 2015 and UK Office for National Statistics 2018.41°

50%

40%

3

2%
30%
21%
20%

$4

BRAZIL

10%

Returns to the owners of wealth are also outstripping returns to workers
in many countries.*'" Automation is likely to increase this trend further.*'2
This disparity has been identified by many as one of the driving forces
behind growing inequality.*'® It has also meant that many commentators
including the IMF,*'* World Bank,*'® Bill Gates*'® and The Economist
magazine*'” have been calling for increased taxation of wealth to help
contribute to a rebalancing of our economies.

As wealth begets power, a vicious circle can allow the rich to drive public
policy such that they get even richer.#'® A recently published study by
Oxfam and CLACSO in Latin America documented 13 cases where the
richest had used their power and influence to secure preferential tax
rules.*1°

Taxing wealth

In addition to progressively increasing rates and tightening collection of
personal and corporate income taxes, governments should pay more
attention to taxing wealth itself. Wealth inequality is significantly higher
than income inequality,*?° so taxing wealth can make an important
contribution to reducing economic inequality.*?" It can also raise
significant revenues for governments. Sadly, many countries have either
reduced or failed to implement taxes on wealth.#?? Even those wealth
taxes that do exist are typically plagued with exemptions. For example, in
Bangladesh, property taxes are based on the amount originally paid for
the property and are not updated, meaning that minimal taxes are paid
on large houses bought a long time ago in comparison to smaller houses
bought more recently.*?® In India, there were so many exemptions to the
tax on net wealth that a typical individual was paying over eight times
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less than they should have been.*?* In 2016, instead of addressing the
exemptions, the government abolished the tax.4?®

Governments should focus their efforts on raising more from the very
wealthy to help fight inequality. For example, getting the richest to pay
just 0.5% extra tax on their wealth could raise more money than it would
cost to educate all 262 million children out of school and provide
healthcare that would save the lives of 3.3 million people.4?

The Move Humanity campaign has estimated that if the wealth of the
world’s billionaires were to be taxed an additional 1%, this could raise
$100bn dollars annually.*?”

Although some of this revenue would be raised in poor countries, much
of it would be raised in rich nations, where most of the world’s wealth is.
A share of these revenues should be redistributed from the rich in the
rich world to the poor in the poor world, by increasing aid (see ‘The role
of international aid’, below).

Do higher taxes on the richest harm growth?

For a long time, the orthodox economic view has been that imposing
more taxes on the rich will harm everybody by stunting economic growth.

This ‘trickle-down’ orthodoxy is now being challenged. Research by the
IMF shows that redistribution is generally benign for economic growth,
and that many countries have considerable room to raise taxes on the
richest without harming their economies.*? Economist Thomas Piketty
argues that the optimal top rate of personal income tax could be as high
as 83%.4% Currently, the world’s average top rate of personal income tax
is 31%.430

Inheritance taxes and to a large extent property taxes reflect unearned
income, and therefore have little effect on growth.43! Inheritance taxes
are central to promoting equality of opportunity and reducing the power of
inherited wealth and privilege.**? They have long been a favourite target
of attacks*®? often based on misinformation, which has contributed to a
dramatic decline in the amounts collected.*3* Oxfam research showed
how in Ecuador, opposition politicians and business people mounted a
fierce campaign of misinformation against the proposed inheritance tax to
mislead the public and generate opposition to this progressive move.**
Many people believe these taxes will negatively affect them, when in fact
they are generally only levied on the very richest in society.*%
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Fighting tax evasion and avoidance

RICH PEOPLE ARE
HIDING WEALTH
OFFSHORE IN
THE REGION OF

$7.6
TRILLION

Source: G. Zucman. (2015). and the methodology note for Oxfam’s 2018 Davos report 43

Other barriers to ensuring that the rich pay their fair share are tax
evasion, tax avoidance and tax competition. Capital can move across
borders in search of secrecy and lower tax rates. The super-rich are
hiding at least $7.6 trillion from tax authorities and dodging an estimated
$200bn in tax revenues.**® For Africa alone, as much as 30% of private
wealth may be held offshore, denying governments $15bn in tax
revenues.**° Multinational companies exploit loopholes in tax codes to
shift profits to tax havens, costing developing countries an estimated
$100bn in lost corporate income tax.44

Governments’ efforts thus far to curb corporate tax dodging have been
welcome, but half-hearted.**' A much more ambitious set of global
reforms of corporate tax is urgently required. There is some indication
that that a new process will begin at the G20 in 2019, which would be
welcome. But any new process must seek genuinely fundamental
reforms that reverse the race to the bottom on corporate tax rather than
simply ratify the status quo. It must involve the governments of
developing countries from the beginning.

Currently many governments work against their country’s overall
interests by lowering tax rates and granting tax exemptions in a battle to
attract capital. This ends up harming all nations except for a few tax
havens, effectively leaving billions of public wealth in private hands.42
Developing country governments lose a lot of money to unnecessary tax
exemptions given to corporations.#4?

Governments are doing relatively better at fighting tax dodging by
individuals. They have started to cooperate with each other against bank
secrecy and anonymous shell companies. Most tax authorities now
automatically exchange bank account data with each other. An
increasing number of countries collect the names of the physical persons
owning corporations (‘beneficial owners’); such information will be made
public in the EU, and the UK Parliament has passed legislation requiring
its Overseas Territories — including well-known tax havens such as
Bermuda and the British Virgin Islands — to implement public registers of
beneficial ownership. However, scandals like the Panama Papers and
Paradise Papers show the scale of the problem and how far it is from

‘My message is for tax
avoiders... if they don'’t
pay taxes, how will the
public sector be run? Who
will pay for those who are
poorer? If they have
money to go to private
clinics and doctors, saying
that public sector services
are bad, it is because they
contributed to ruining it.

— Dr Dorra Bousnina
Lassoued, Head of
Department of Preventive
and Social Medicine and
National Coordinator of
Maternal, Child and
Adolescent Health since
March 2015 at the Ministry
of Health, Tunisia
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being fixed. A lot of cracks remain in the system: there is still little
transparency around corporate tax dodging, tax planners are inventing
new ways to hide personal wealth, and tax dodgers have little to fear
from those governments that are either unwilling or lack the capacity to
prosecute them. Despite this, recent progress shows that where there is
a will, there is a way.

How tax policies can reduce gender inequality

Tax policies have the potential not only to reduce the gap between rich
and poor, but also to decrease inequality between women and men. Yet
the current global tax system is shifting the burden to the poorest
individuals and households. The majority of those affected are women,
who have very little opportunity to influence tax policy or hold government
to account.

Cuts to taxes for corporations, high earners and the wealthy
disproportionately benefit men, as they dominate the corporate world.
Men control over 86% of all companies in the world;** hold more
resources than women, are more likely to be at the top of the income
ladder, and own more wealth than women.

These tax cuts have been accompanied by tax policies that often have a
greater negative impact on poor women. VAT takes a larger proportion of
income from those who are least able to pay — often women and female-
headed households — especially in countries where basic food items are
not exempted.*4® Sanitary products are a necessity for women and girls,
so VAT and import taxes on them can force the poorest women and girls
to go without, undermining their education and employment opportunities
and adding to stigma around menstruation.

Governments can budget to counter these issues, by considering:
* How revenues are raised and spent.
» Who takes on the financial burden of taxation.

» How taxes are affecting social attitudes about the roles of men and
women.

« How taxes are affecting people’s lives; they can explore this by
consulting poor citizens and women’s rights organizations.*46

Since 1995, because of gender-budgeting efforts, South Africa has
reformed income taxes to reduce the higher tax rates on married women.
VAT on kerosene was reduced to protect poor, particularly female-headed,
households, who rely on it as an important source of fuel. However, in the
last year overall VAT has been raised by 1%, which will affect women the
most.**” As a result of national campaigning efforts by tax justice activists,
the government has now effectively eliminated VAT on sanitary
products.*48
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CRACKING DOWN ON CORRUPTION

Tackling corruption is central to achieving universal public services and
social protection.

Corruption itself impacts on inequality in different ways. At the most basic
level, the poorest people are more likely to have to pay bribes.#4° One
study in Mexico found that the police are more likely to demand bribes
from poor people, because the richest people are more willing and able
to retaliate.*%° Bribes represent a much higher proportion of the incomes
of the poorest households, which means they contribute to increasing
income inequality. 45

Women can often have less power and voice to demand accountability,
making them easier targets for corruption. Women are more likely than
men to identify corruption as having a negative impact on their daily
lives.452 Women are more likely to be users of public services and social
protection, because of social attitudes that see them as the primary
caretakers of their families, meaning they are often more exposed to
corruption in service delivery.4%

Arguably the greatest adverse impact on inequality and poverty is made
by ‘grand corruption’ — the large-scale looting of state resources and
organized influence on state actions by elites. This affects inequality
directly by enabling the richest to pay less tax than they should, and
indirectly by reducing government revenue and spending which could be
used to tackle inequality.

Corruption is also a global phenomenon, often fuelled by the failure of
rich nations to regulate their financial sectors adequately.*** The global
system of tax havens facilitates this on an industrial scale. For example,
the intergovernmental Financial Action Task Force found that tax havens
were strongly involved in facilitating corruption.*%® Ordinary citizens are
less likely to want to pay their taxes if they feel that those at the top do
not pay their fair share, and that the tax money they pay will not be well
spent.4%®

The illegal depletion of state resources through corruption means there is
less money available for education, health and other public services and

social protection. In the Dominican Republic in 2017, for example, Oxfam
has shown that corruption was depriving the state of enough revenues to
double health spending.*®’

THE ROLE OF INTERNATIONAL AID

Even if they grow strongly and improve tax collection, 48 countries still
lack the domestic resources to fund universal health, education and
social protection, and would need an extra $150bn to meet these
needs.*%® These countries simply cannot afford to eradicate poverty,
even when equipped with progressive policies.
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Tackling extreme poverty in these countries will rely not only on domestic
taxes, but also on development aid.**® Aid can support underfunded
health, education and social protection systems without increasing
recipients’ fiscal deficits. In a world of plenty, in which OECD countries
boast per capita income that is 52 times higher than in low-income
countries,*%° aid serves as an immediate redistribution of resources from
richer to poorer countries. Aid is not charity; it is a matter of justice, since
the wealth of the richest countries is borne of historical*®' and ongoing
exploitation of the developing world.*¢? It is also an expression of
solidarity that transcends borders.

Aid has enormous potential to reduce inequality both between and within
countries — but only if it is scaled up and given the right way.46?

On average, OECD donor countries provide 0.31% of their gross national
income (GNI) to poor countries ($147bn in 2017), far short of the 0.7%
promise they made nearly 50 years ago.*%* Only five countries are living
up to this promise.*%® If the other OECD donor countries followed through
on their commitment, an extra $1.5 trillion could be raised by 2030.46¢
Rich countries should not only give more aid, they should also better
target it to countries with the least resources to tackle extreme poverty.*¢”

Box 11: Aid for education

Since the Dakar World Education Forum in 2000, at which donors
committed to increase aid to achieve basic quality education for all, 34
million more children have attended school in low- and middle-income
countries.*%8 Thanks to multilateral funding through the Global Partnership
for Education, 238,000 teachers were trained in 2016, up from around
98,000 in 2014.46% Together these investments have made significant
strides in getting more girls into school, 4’0 tackling gender inequality as well
as poverty.

Unfortunately, in recent years, aid to health and education has been
stagnating: aid spending on health ($21bn in 2016) has stalled since
2013 (after a 250% increase between 2002 and 2013), and aid spending
on education ($12bn in 2016) has also remained fairly static, only rising
by 6% in real terms between 2010 and 2016.4"" Aid is also being used to
support discredited PPPs, as described in section 3. Aid devoted to
social protection is very small, at $2.3bn.*472

Aid can also reduce inequality by supporting governments to collect more
taxes — and to collect them more equitably. This is key to charting a path
towards a future in which aid is no longer needed. An increase in taxation
and other domestic revenues of an extra 2% of GDP by 2020 would add
$144bn more to low-income and lower-middle-income countries’ coffers —
the equivalent of total aid in 2017. Unfortunately, aid targeted at helping
governments raise more domestic revenue is just 0.18% of total aid, and
donors are not on track to meet their commitments to double this amount
by 2020 under the Addis Tax Initiative.*"

Aid can also play a key role supporting citizens to hold governments to
account, and particularly aid to women’s rights organizations.*’* This
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support remains very inadequate. In 2015—-16, only $225m on average
per year was committed to non-governmental women’s organizations —
and only $38m of that went directly to organizations based in developing
countries.*"®

THE THREAT OF DEBT

More and more governments are facing rapid increases in their levels of
debt, especially in Africa. Faced with essential development needs and
insufficient aid and domestic revenues, many developing country
governments have borrowed to fund their development.*’® Kenya, for
example, is now spending almost 50% of its revenues on debt
repayments.*’” Over the past six years, sub-Saharan governments have
issued $81bn in dollar bonds to investors looking for high yields.*"®

On top of this are more opaque loans from bilateral governments such as
China and India, as well as OECD-based commercial lenders.*”® The
large amount of private and short-term debt makes these countries
vulnerable to changing financial conditions. According to the IMF, 23
countries are either in debt distress or at high risk of suffering a debt
crisis — most of them are in sub-Saharan Africa.*®° In 2012, Zambia was
borrowing at lower interest than Spain; it is now paying 16% interest.*®!

Many developing countries are now facing major problems servicing their
debts and are having to make tough choices about revenues and
spending, often under pressure from the IMF.*%2 In such cases, making
decisions about which taxes to raise and what spending to cut, and the
impact that this will have on rich and poor people and on men and
women, is critical. The IMF has committed to supporting countries to
tackle inequality, which is very positive, but Oxfam’s research shows that
so far there has been little evidence of this happening.*®® There is also
virtually no effort being made to reduce debt burdens through
restructuring and cancellation, and thereby to cut the amount of funds
that are being diverted away from social spending. A new wave of IMF
bailouts will be an opportunity for the IMF to put its words into action and
support countries to make the economic choices that reduce inequality.
Too many countries are continuing to balance their books at the expense
of poor women and men.*®* This undermines countries’ capacity to tackle
inequality. History shows that without a new approach that centres on
taxing those most able to pay, these economic programmes will hit the
poorest women and men hardest.48°

Government borrowing is of course not all bad, and if it is sustainable
and invested well it can reduce inequality, not increase it. But often much
of this lending is for projects of dubious value, the costs of which are
often heavily inflated, fuelling corruption and capital flight.*%¢ Much of this
debt is linked to poorly conceived PPPs.487

Rapid global action is required to tackle this problem before it spirals out
of control. A combination of financing, rescheduling and debt cancellation
will have to be put in place so that reckless creditors take their share of
the burden. Choices around fiscal austerity must focus on raising taxes
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from the richest individuals and corporations as well as cutting down on
corruption and waste, not on raising taxes and cutting services to poor
people. An independent debt restructuring and arbitration mechanism
should be created to provide a safe and neutral negotiation space that
protects debtor countries’ poor citizens. This should be combined with a
major increase in foreign aid so that countries are able to invest in
fighting inequality without borrowing from future generations.
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5 FIGHTING FOR A FAIRER
WORLD
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Sarah, a refugee from South Sudan living in Uganda, calls for women to join her handicrafts group
in Bidibidi Settlement. With the help of Oxfam and partner CEFORD, the group was established to
enable women to earn an income and socialize. Sarah had a jewellery business back home in
South Sudan, but she fled the country after her husband was killed in the street in front of her. The
group has given her the opportunity to earn money, but also to share her experiences with other
women in the settlement. Photo: Kieran Doherty/Oxfam.

» Only people power can force our leaders to reduce the gap between
rich and poor.

+ A growing global movement, the Fight Inequality Alliance, is joining up
struggles around the world against inequality.

The policies needed to reduce inequality are clear, including the
provision of universal public services and social protection, paid for by
taxation of the richest people and corporations. In too many countries,
the reason these policies are not being implemented is because political
leaders listen to elites and not to the demands of ordinary people. The
more organized and vocal ordinary citizens are, the greater the
opportunity to change this. In the 2000s, Latin America saw a dramatic
decline in the level of income inequality, with governments raising taxes
on the richest, increasing minimum wages, and investing in health,
education and other public services. A major driving factor behind this
was the power of ordinary people coming together to demand change.*8®
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Box 12: Occupy playground

AP Photo/Brian Inganga.

In 2015, schoolchildren from Langata Road Primary School in Nairobi, Kenya faced
down tear gas and armed police to defend their public playground, which had been
‘grabbed’ by private developers to be turned into a car park for the hotel next

door. 48

In a movement that soon garnered global support through the hashtag
#0OccupyPlayground, the schoolchildren managed to stop the land grab. The case
led to a national outcry over public land being seized by politically connected private
developers, and many more instances of land grabbing were stopped. This action,
along with countless others, demonstrates how ordinary people are changing the
course of politics on inequality and reducing the gap between rich and poor.

This trend of increasing activism is reflected in a growing women’s
movement as seen in #metoo and the Women’s March. In Latin America,
this has inspired thousands of women to act, especially through Ni Una
Menos (‘Not One Less’).*® Born in Argentina in 2015 as a national
campaign to combat the murder of women, it has become a movement
across the whole region. Through collective action, Ni Una Menos has
transformed national debate and catalysed change globally, as seen with
the campaign’s leadership of the 2018 Women'’s Strike.**!

The emergence of the Fight Inequality Alliance,*%? which brings together
national struggles for greater equality, is central to building a global
movement of ordinary people determined to fight together for a fairer
world. In the same way that the civil rights movement disturbed the
sediment of established norms 50 years ago, this generation is proving

that it has the power to determine how governments act, and is calling on

them to put an end to poverty and inequality.
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Coalition for Integrity and
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Governments must act to fight inequality

Governments must listen to ordinary citizens and take meaningful action
to reduce inequality. All governments must: set concrete, timebound
targets and action plans to reduce inequality as part of their
commitments under Sustainable Development Goal (SDG) 10 on
inequality. These plans should include action in the following three
areas:

1. Deliver universal free health care, education and other public
services that also work for women and girls. Stop supporting
privatization of public services. Provide pensions, child benefits
and other social protection for all. Design all services to ensure
they also deliver for women and girls.

2. Free up women's time by easing the millions of unpaid hours
they spend every day caring for their families and homes. Let
those who do this essential work have a say in budget decisions
and make freeing up women’s time a key objective of government
spending. Invest in public services including water, electricity and
childcare that reduce the time needed to do this unpaid work.
Design all public services in a way that works for those with little
time to spare.

3. End the under taxation of rich individuals and corporations.
Tax wealth and capital at fairer levels. Stop the race to the bottom
on personal income and corporate taxes. Eliminate tax avoidance
and evasion by corporates and the super-rich. Agree a new set of
global rules and institutions to fundamentally redesign the tax
system to make it fair, with developing countries having an equal
seat at the table.
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