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Introduction
The last six decades have been a remarkable period for humanity. Urbanization and economic growth have
lifted millions of people out of poverty and improved living conditions everywhere. Between 1950 and 2014,
infant mortality fell drastically, adult literacy has grown above 88%, and the access to potable water is now
available to more than 90% of people living in cities, although with great variation in quality. The political
decentralization provided to a large part of humanity, the capacity to participate in their governments and
make their voices heard. However, while poverty rates have fallen dramatically, high inequality and widening
differences in living conditions have become unacceptable for large portions of the population (Kabnur,
2010).
The next decades are more uncertain. By 2050, a new influx of emigration to cities in the order of 2.5 billion
people is expected, mostly in Asian and African countries. The demands on infrastructure, housing and social
services are colossal, at a time when more than one billion people still live in very poor conditions. On the
economic front, growth will increasingly rely on technological evolution, knowledge, artificial intelligence,
and financial innovation. These are demanding sectors of knowledge and creativity, rewarding the best
trained and able to discover the solutions that humanity urgently needs. On the other hand we face difficult
issues such as inequality of income and opportunity, combined with climate change and macroeconomic
vulnerability. Political conflicts and consequent involuntary migration are additional concerns that will test
local governments and their ability to integrate newcomers. Failure to do so will increase the risk of radicalism
and violence (Saunders, 2010). Cities have become key agents of social, environmental and economic
integration (World Economic Forum, 2016).
The feeling of insecurity is fueled by the perception that society is unequal and growth is asymmetric,
benefiting proportionally more those already in the upper levels of income and wealth. The gap between the
income of the top 10% and the bottom 10% continues to widen, bringing dangers of social dissatisfaction,
breakdown, skepticism, mistrust, and populism. It is estimated that 1% of the richest controls more than half
of the financial wealth, and that 10% receive 30% to 40% of the national income. This inequality happens in
parallel with the fall of poverty. Between 1983 and 2013, the percentage of people below absolute poverty
fell dramatically, for example in Mexico (from 47% to 11%), the Philippines (from 61% to 38%), India (from
50% to 21% %), Brazil (from 41% to 9%). However, the concentration of income has increased in all cases.
Growing income disparities are a political concern. In China, despite growth and poverty reduction, policy
attention is shifting to growing popular protests both inland and in coastal cities. Mexico, Ghana, South Africa
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and India tell similar stories. Progress in reducing poverty and improving service delivery appears to have lost
value in public opinion by increasing inequality.
The combination of poverty and inequality greatly affects children, especially between 0 and 6 years. It is
estimated that more than 500 million children will never reach their potential due to lack of health and
nutritional conditions, maternal stress and depression, lack of stimulation and affection at birth and during
the first years of life (The Lancet, 2011). These factors are amplified in conditions of domestic violence or
armed conflict, unfavorable health conditions for parents (e.g. AIDS), and in situations of poverty or neglect.
Without actions aimed at protecting this group of at-risk children, the cycle of poverty will continue as they
will continue to be at the tail of income distribution and opportunity, just like their parents and grandparents
before them.

Inequality - from Macro to Micro
There has been considerable discussion about the growth of inequality, especially in the more developed
countries. On the one hand, there is a general feeling that the problem is reaching unacceptable proportions.
On the other hand, there is no consensus on what to do to improve the situation (Rosanvallon, 2016; OECD,
2011). Recent research in France on the perception of inequality and injustice has shown that about 90% of
respondents feel that income disparities ought to be reduced, an even greater proportion proposing
universal access to education, food, shelter and health. However, 57% feel that inequality is inevitable in a
dynamic economy and that income differences are justifiable when they reward individual merit
(Rosanvallon, 2016). It seems that repulsion by the aberrant differences between income brackets coexists
with impotent passivity. "We reject society as it exists, but we accept the mechanisms that produce this
society." Rosanvallon calls it Bossuet's paradox, a situation that exists when people deplore the situation in
general, but tacitly approves it in the particular.
The analytical discussion on income inequality has gained new interest and visibility with the work of Piketty
(2014), Stiglitz (2013) and Kanbur (2010) who have focused
on the convergence (or not) of income during the process
of development. According to Williamson-Kuznets (1965),
a certain degree of inequality is inevitable and occurs in
parallel with economic growth, as high-end sectors
(generally industry and services) pay better wages, in line
with higher productivity levels, greater human capital and
training requirements. This inequality would increase to the point where factor remuneration in the different
economic sectors converged (especially between agriculture and industry) accompanied by gains in
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agglomeration, higher wages in cities, and strong gains in national income generated by technology
(Henderson, 2014).
The Williamson-Kuznets hypothesis has been the subject of discussion, especially since it does not explain
the resurgence of inequality in the last 30 years (Figure 1). Thomas Piketty (2014) uses data for the US and
Europe to show that inequality was the norm in the nineteenth and early twentieth centuries. It began to
decline during the period after World War II but has grown again since 1980. Figure 1 illustrates this
movement and measures income inequality by the share of income it accumulates for the richest 10% of
individuals in a society. The U-shaped trend is clear and observable in many countries, including emerging
economies such as India, Indonesia, China, South Africa, Argentina and Colombia) and has been increasing
since the 1980s.
Figure 2 shows the distribution of income by region
by 2015. In Latin America the richest 20% control 57%
of wealth, while the poorest have access to only 2.9%.
In Africa the situation is worse - the 20% more
affluent control almost 70% of the wealth; the
poorest 20% only 3%. These values call attention to
the social drama that we face.
Figure 3 shows how income distribution evolves measured as the ratio of the income received by the richest 10% to the proportion received by the poorest
decile. The higher the value, the more uneven the income distribution. The chart includes some countries
where inequality remains very high, especially in South Africa, which until recently experienced an apartheid
regime. In this country, the wealth accumulated by the richest 20% is 60% higher than the poorest 20%. In
the case of Portugal, the inequality between the richest and the poorest rises slightly from 2009, as well as
in France and Spain. Interestingly, Brazil (one of the countries with the highest rates of income concentration)
has shown some improvement as a result of income distribution policies in the last 20 years, with the
introduction of the Bolsa Familia Program for very low-income families with children in school. Unfortunately,
the program has been criticized - suggesting that it lowers the incentive to work - and is also very costly. It is
feared that it will not survive the reforms that are coming in Brazil.
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The passivity mentioned above results from a change of values in our society. As Piketty says, income
distribution has always been "bad" - the richest always with
far more than the poorest. But during the first half of the
twentieth century, governments in Western countries
managed to reduce inequality in a major way. They were
guided by three factors: fear of revolt and social unrest,
impact of the two world wars, and a shift in the belief in
individual responsibility for one's own destiny. These factors
were the basis of social policies such as social security,
minimum wage, social status, and progressive income tax,
instruments that helped countries to be more egalitarian (Rosanvallon, 2016).
In more recent decades, those factors have disappeared, and with them the support of inclusive policies.
Labor movements in the nineteenth and twentieth centuries showed governments that they had to choose
between tax reforms to avoid a social revolution. Otto von Bismarck was the pioneer of the modern social
state to avoid the spread of the most extreme socialist ideals. The fear of the Bolshevik revolution in 1918,
the disaster of the Great Depression, and the fear of communism after the Second World War led to a
reformism of fear (Rosanvallon, 2016) making equality a government goal. The experience of wars brought
experiences of human and sacrificial ties to others. The war also transformed the US giving a new profile of
union and vision. When the US passed the War Tax Act, the marginal rate was 94%. Across Europe, the notion
that the individual was responsible for his own fate, gave way to the concept that poverty is a consequence
(rather than a cause) of society's problems.
At the present time, the factors that made possible the concept of a social state have weakened. The problem
of communism is no longer relevant, social states face serious fiscal crises, and individual success reappears
stronger than ever with individual entrepreneurs. In this context, discussing inequality seems to have lost its
analytical foundations, although the problem does not stop growing. Pierre Rosanvallon (2011) discusses
equality and inequality, according to a new perspective - inequality is not only what each one has, but it is a
game of reciprocity. "I feel the same as you, if I feel that you respect me as I respect you. If I feel the rules
are fair to everyone." At the present time, people off the stage feel unprotected, feel that the rules are not
the same for them and the richer, feel that there is a double game of society. And under that double game,
everything is justified. "Why pay taxes, if I do not know where this money goes?" Under this shell of
skepticism, uncertainty, and lack of transparency, antisocial behavior is justified, deepening the cultural and
social gap.
Inequality is a matter of public policy, because highly unequal societies do not function efficiently, nor are
they sustainable in the long run (Stiglitz, 2013). From the city's point of view, inequality is reflected in social
segregation, examples of whi

ão Paulo, with the
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private guards to protect the rich from the poor a mere few meters away, the amount of people excluded
from the labor market, lower quality services, and the lack of infrastructure. While less inequality will
demand aggressive fiscal policies, urban policies can make a difference, trying to integrate neighborhoods
and learning from the more disadvantage groups how to solve apparently insurmountable problems such as
the lack of land and adequate housing. Nevertheless, there are local experiences that aim to ease inequality
and to learn from lower income classes, including principles of progressive housing, or/and allocation of land
for housing construction. In several Latin American countries, transport systems have been constructed to
help slum dwellers access the labor market and schools, and new paradigms of urban planning have been
tested to promote the integration of groups of different income and occupation, as is common in European
has become one of the richest and also the most unequal city in Brazil. In the beginning, there was the
administrative center with many slums and informal areas surrounding the big city. Today, those slums have
developed into middle-size cities with vibrant economies and are benefiting from the proximity to the large
capital. This idea of including and listening manifests itself a lot in terms of what we do in terms of urban
planning, downplaying the strict zoning of the past and blending the uses of the urban soil, including
commerce, housing, rich and less rich neighborhoods. It reminds us of middle-size cities in Portugal, where
diverse and mixed income neighborhoods are the rule, and open exclusion is almost non-existent.

Inequality, Poverty and Children at Risk
Investing in disadvantaged children is a unique public policy initiative that promotes social
justice while increasing productivity in the economy and society as a whole. These
interventions have a greater return than other educational and judicial interventions. (UNICEF,
2010).
Of the 7 billion people in the world, 2.2 billion are children under the age of 18. One hundred and fifty million
are orphans who have lost their parents due to violence and/or lack of health; 560 million live below the
absolute poverty level; 220 million or 10% of the general child population needs external support. Children
at-risk face multiple problems: poverty, ill health, discrimination related to gender, emigration status, divorce
of parents, teenage pregnancy, ethnicity, physical or mental disability, and violence (including psychological,
physical and sexual abuse) and neglect. Also included is armed conflict that in some areas even presses
children into fighting and causes their separation from their families by converting them into child soldiers
(UNICEF, 2016).
For middle-income countries, including the European Union and OECD countries, two elements influence
public policy towards at-risk children. The first is the growing importance of day-care and childcare centers.
The second is recent neuro-developmental research that demonstrates that stable, safe, and stimulating
affective relationships with people who surround them (especially in the first few months of life) are critical
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to all aspects of child development. Together, these two developments confront the public at-large and
particularly policy choices in OECD countries with pressing issues.
In 2007, The Lancet estimated that more than 200 million children under the age of five were not reaching
their developmental potential due to poverty, nutritional deficiencies, and lack of opportunities. Biological
and psychological factors associated with situations of poverty lead to inequalities in child development,
limiting school success and adult productivity, thus perpetuating the cycle of poverty. Inequalities in child
development begin at the prenatal and early stages of life. In the past, cases of inadequate stimulation
(associated with a lack of energy, depression) and anemia were considered most salient. At present, other
factors related to inadequate development have been identified, such as intrauterine growth, lead exposure,
HIV, maternal depression, and exposure to social violence, while maternal education is considered a positive
factor. Moreover, with cumulative exposure to various risks, disparities increase.
Interventions targeting the poorest children have enormous returns on investment. Support programs for
parents and children enlisting community help are particularly effective in promoting physical, cognitive and
emotional development, especially when they are integrated with other health and nutrition interventions
by professionals. However, the lack of material resources limits the pathways for improvement. According to
the World Bank and OECD, the average OECD country spends about 1.6% of GDP on child and preschool
services for children 0-6 years, and 0.43% of GDP for kindergartens. In comparison, poor countries such as
Nepal and Kenya spend only 0.1% of GDP on child and pre-school services; Nicaragua and Senegal spend less
than 0.02%. Portugal spends about 0.4% of GDP, a quarter of what the OECD countries spend.
Of special note is the increasing importance of child and preschool care in today's world and the opportunities
that new institutions offer to address problems of actual or potential inequality. In OECD countries, the
present generation is the first in which the majority of children now spend most of their early childhood away
from home (UNICEF, 2013). An average of about 80% of children 3 to 6 years of age are in some form of early
childhood education. For those under the age of three, it is about 25%.
The expansion of the use of childcare is a consequence of several factors, namely the greater participation
of women in the labor market (two-thirds of women of working age) and the economic need to have two
wages to support the family. In France, Italy and Spain, nearly 100% of 4-year-olds are enrolled in childcare
programs. In Denmark and Iceland, the 3-year-old group has 60% attendance rates. Governments also

The notion that the economy is increasingly knowledge-based helps governments and parents see the need
for preschool education as an essential investment for future academic success. In addition, the OECD
countries see childcare as a way of compensating for demographic decline (EU, 2005) in that the attraction
and need to work leads couples to postpone (for lack of childcare services) the initiation of childbearing for
10 years on average. The availability of childcare and services offers an alternative to young couples that
want to start a family without giving up paid work. In the context of child support services, four principles
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have been drawn from decades of independent research in economics, neuroscience and developmental
psychology. Some of the key concepts in this research include: the sequence of "sensitive periods" in brain
development; the importance of interaction with adults and teachers; the role of affection as the basis for
intellectual and emotional development; the promotion of the growing sense of independence and control
for the child; the ways in which the architecture of the developing brain can be derailed by stress; and the
critical importance of early interactions with family members and caregivers in the development of stress
management systems (UNICEF, 2016).
The main point of these findings is that early childhood interaction with others, in particular with the family
and with those around them, establishes patterns of neural connections and chemical pathways that will
rsonality and capacities. In the context of genetic factors and developmental
potential early experiences are like the architect of the human brain, laying the foundations and scaffolding
for future development. All aspects of adult human capital, from work capacity to cooperative and legal
behavior, depend to a large extent on the capacities developed during childhood (US National Science Council,
2010).
Childcare experience can help the child benefit from interaction with other children and with other caregivers.
Cognitive, linguistic, emotional, and social development can be improved, and the effects appear to be long
lasting. For immigrant and "second language" children, good quality care can help the integration of language
skills and reduce the disadvantages encountered in entering the formal education system.
There are obvious difficulties in putting into practice these childcare experiences that have the potential to
remedy the most unpleasant situations of inequality in childhood. The influence of home and family is the
strongest influence on a child's development, and even the best pre-school intervention will never fully
compensate for the effects of poverty or weak parental support. In any case, preschool intervention can
create an opportunity to mitigate the present and future effects of inequality on millions of children. It is a
high return investment. The cost-benefit analysis of early childhood interventions shows, in different
contexts, returns of about $8 per dollar invested (Heckman, 2006). The increase in preschool enrollment
rates to 25 percent could yield an estimated $ 10.6 billion through higher educational performance, while a
50 percent increase could generate $ 33.7 billion.
Within the framework of the OECD, a targeting program has been established to help countries monitor the
quality and coverage of child care and ensure that children from the most marginalized families are reached.
Annex no. 1 indicates the ten benchmarks suggested to measure how each country is doing in terms of
promoting child development and reducing inequalities. The most important targets include: (a) an infant
mortality rate of less than 4 per 1,000 live births, (b) a low birth weight rate of less than 6 percent, (c) an
immunization rate of more than 95 percent for children 12 to 23 months; (d) child poverty levels below 10%.
Currently only 8 of the 25 countries (Annex 1) actually do. These are: Finland and Sweden, Belgium (Flanders)
Iceland, Japan, Norway, Republic of Korea and Slovenia.
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Box 1: The negative impact of poor childcare on brain development.
Long before a child enters the classroom, inequalities can create a lasting imprint on the brain's architecture.
Recent research on brain development sheds new light on the formative influence of early childhood
experience. In the first year of its life, a child's brain creates 700 to 1,000 new neural connections every
second, a rate that then decreases. These initial connections lay the foundation upon which later connections
will be constructed. The new research shows that nutrition, health care, and interaction between children
and their surroundings influence the development of the brain throughout early childhood. Conversation,
repetition and connection of words in meaningful contexts, as well as the early exposure to literacy through
reading and play, are positively associated with language ability. Violence can affect children by harming
neurons in areas used for learning and emotional
development. In other words, such deprivations affect
how the brain develops. Negative experiences in a
child's life often manifest later as difficulties with
learning, emotional development, and anxiety
management. The picture below illustrates the
difference between the brain of a 3-year child who was
deprived of the basic conditions of development and
that of a healthy cared for child. The difference is too
large to be ignored.
Source: UNICEF, 2007

UNICEF suggests five ways countries can offset the impacts of inequality in children based on what has been
learned over the last 25 years: (a) obtain information on children left behind; (b) integrate efforts in all sectors
to address the multiple deprivations affecting children at risk; (c) invest in equity and seek new funding, and
(d) involve all actors starting with local communities and firms. Despite current circumstances that may lead
to the continuation of inequality and exclusion, many believe that "inequality is not inevitable. Promoting
equity - a fair opportunity for every child - is also a choice. A choice we can make and what we should do
"(Anthony Lake, UNICEF Executive Director, 2016).
The Situation in Portugal
The demographic situation described earlier is reflected in Portugal. The need for labor market participation
and the limited availability of childcare alternatives have resulted in a marked drop in fertility rates in Portugal
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(see Figure 4). Only South Korea has a lower fertility rate than Portugal. Sustainable fertility is important to
ensure that population ratios do not threaten Portugal's well-being systems and future productivity. Total
fertility rates are sensitive to income shocks, such as the global financial crisis. A new decline in fertility is
evident in Portugal since the start of the financial crisis in 2009. Couples in Portugal tend to have only one
Figure 4. Comparison of the fertility
rate in Portugal and OCDE

demographic and age structure. One of the contributing factors is
the high participation of women in the labor market. In 2012, 60%
of Portuguese children had both parents working.
Portuguese families make use of childcare and related services at
the OECD and European Union level-- 60% of 3-year-olds attend a
child-care setting, which is higher than the OECD average (58%).
Other indicators such as infant mortality are equivalent to OECD
levels.

Figura 5 . Child Care Expenditures, OECD
and Portugal, 2007 (US$Per child)
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families to flourish; it is essential for the future sustainability of the welfare state and for economic growth.
As for childcare spending, Portugal spends less than half the average OECD cost - 11,500 euros per child,
compared to 24,900 euros in OECD countries. Expenditure on middle and late childhood also lags behind
OECD levels by about one-third to one-quarter, respectively, and this may result in lower quality services or
a concentration of better-quality establishments for the children with the ability to pay.
There are also some positive factors. For example, child and preschool enrollment rates have risen sharply.
Portugal has 65% of the population aged 0-6 in children's education facilities, higher than the 54% average
of OECD countries. However, the quality of pre-primary education varies widely and the poorest populations
are unable to put their children into good preschool and childcare centers. Portugal should strengthen its
support for childcare for low-income families, for example through direct payments to parents contingent on
the use of good-quality childcare facilities, and it should ensure that such facilities are available in sufficient
numbers.
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Annex 1 Early childhood services in OECD Countries
The table below shows which countries are currently meeting a set of minimum standards for protecting the rights
of children in their most vulnerable and formative years.
Benchmark

Sweden

10

Iceland

9

Denmark

8

Finland

8

France

8

Norway

8

Belgium (Flanders)

6

Hungary

6

New Zealand

6

Slovenia

6

Austria

5

Netherlands

5

United Kingdom*

5

Germany

4

Italy

4

Japan

4

Portugal

4

Republic of Korea

4

Mexico

3

Spain

3

Switzerland

3

United States

3

Australia

2

Canada

1

Ireland

1

Total benchmarks met

126

1

2

3

6

19

13

4

5

6

7

8

9

10

15

17

20

12

6

10

8

*Data for the United Kingdom refer to England only.
Source: UNICEF (2016).
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