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Abstract: We consider the concept of poverty from the asset-accumulation approach and
propose an integrated framework, building upon existing theories, to describe how the
interconnected factors of trust (or lack thereof) and social distance can reinforce poverty
traps. Social distance is influenced by choice, while trust is the symptom that defines the
strength of social ties on a group. We look at how an absence of trust influences how
households make decisions about the use and accumulation of assets in ways that could
perpetuate poverty. Weak trust also affects how groups interact with each other in a society,
creating “trust clusters”within homogeneous groups and antagonism across groups, which
in turn affects aspirations and leads to an erosion of the basis of a social contract. For more
effective and sustainable poverty reduction, we need to understand these linkages and
address them systematically.
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I. I

While significant progress has been seen around the world in terms of
poverty reduction, which is the first of seventeen United Nations Sustain-
ableDevelopmentGoals (SDGs), the objective to “eliminate poverty in all its
forms” is unlikely to be achieved at the current rate of progress. This is
particularly true in the context of the COVID-19 pandemic, which exacer-
bated global poverty for the first time in two decades. This massive global
shock has raised concern about the complexity of poverty and directed
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attention to socially determined microlevel foundations of poverty dynam-
ics to discern what is involved in sustainable poverty reduction.

Poverty traps are an old notion in economics that seeks to explain persis-
tent poverty through its self-perpetuating nature.1 According to Aart Kraay
and David McKenzie, a poverty trap is “a set of mechanisms whereby
countries start poor and remain poor: poverty begets poverty, so that cur-
rent poverty is itself a direct cause of poverty in the future.”2

Much thought has been devoted to designing macroeconomic models to
explain how, in poor countries, long-run economic performance is heavily
constrained by a country’s initial conditions.3 These models have inspired a
variety of interventions aimed at giving a “big push” needed to escape the
poverty trap. Such interventions include financial access, protectionism for
firms or market liberalization, technology adoption, foreign aid, and even
birth control policies.

Comparatively less attention has been devoted to explaining community-
level and microlevel foundations of poverty traps. At the household level,
multiple mechanisms are potentially at work simultaneously. One of the
most comprehensive approaches to understanding these mechanisms is the
asset-accumulation framework.

It is commonlyaccepted thatasset accumulation—broadlydefinedasbuild-
ing up physical, human, social, financial, and natural capital—can improve
household well-being, allowing households to escape poverty and be less
vulnerable to it by smoothing consumption in times of shocks.4 Households
that fail to accumulate assets or use them to sustainably generate income, due
to multidimensional causes, are in a “poverty trap.” The asset-accumulation
approach distinguishes between transitory and chronic poverty.5 Both accu-
mulation and utilization of assets are key determinants of the dynamics of
poverty. For example, households that arehighlyvulnerable to shocks, suchas
those that live in areas exposed to extreme climate events,might be inclined to
invest in buffer assets that can easily be made liquid rather than investing in
less liquid productive assets or human capital. Similarly, households in places
where labormarkets are thinmight forgo investments in education in favor of
unskilled work and accumulation of, say, physical capital such as land.

1 For an excellent survey of the literature on this topic, see Costas Azariadis and John
Stachurski, “Poverty Traps,” in Handbook of Economic Growth, ed. Philippe Aghion and Steven
Durlauf (Amsterdam: Elsevier, 2005), chap. 5.

2 Aart Kraay and David McKenzie, “Do Poverty Traps Exist? Assessing the Evidence,”
Journal of Economic Perspectives 28, no. 3 (2014): 127–48.

3 For a comprehensive review of suchmodels, see KiminoriMatsuyama, “Poverty Traps,” in
The New Palgrave Dictionary of Economics, 3rd ed. (London: Palgrave Macmillan, 2018).

4 SeeMaurizio Bussolo and Luis Felipe Lopez-Calva, “Shared Prosperity: Paving theWay in
Europe and Central Asia” (Washington, DC:World Bank, 2014); and Luis Felipe Lopez-Calva,
andCarlos RodriguezCastelan, “Pro-Growth Equity:A Policy Framework for the TwinGoals”
(World Bank Policy Research Working Paper No. 7897, 2016).

5 Michael R. Carter and Christopher B. Barrett, “The Economics of Poverty Traps and
Persistent Poverty: An Asset-Based Approach,” The Journal of Development Studies 42, no. 2
(2006): 178–99.
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The social dimension of poverty traps is the least understood.Decisions to
accumulate and use assets and to determine what kind of assets to accu-
mulate are based on expectations about what others will do, turning these
decisions into socially influenced (if not determined) economic decisions. In
this sense, poverty traps are not only shaped by whether a household can
afford to invest in assets, but also by which assets they choose to invest in,
given their circumstances, aspirations, and the expectations of return to
these assets in the future.

A model of the poverty trap is designed to highlight one particular
feedback mechanism underlying it, with other potential sources of the
poverty trap being deliberately assumed away.6 In reality, many sources
of poverty traps are likely to coexist in a complex and dynamic way. The
challenge for policy is to disentangle and integrate different mechanisms
into a framework that can be useful for policy design.7

The literature on this topic explains some of the relationships between
socially influenced decisions and poverty, but no one has integrated those
relationships into a framework that explains them and their feedback loops.
One reasonably complete review of the literature on poverty traps, with a
focus on their “social” aspects, highlights the role of belonging or being
excluded from social networks as a channel thatmay induce poverty traps.8

However, we need a better understanding of the dynamic interplay of the
relationships underlying poverty traps thatwill lead to a better understand-
ing of the political economy of poverty traps.

Our first aim in this essay is to take the concept of poverty from the asset-
accumulation approach to further examine its social dimension. We bring
the social determinants of poverty together to develop an integrated frame-
work to examine how different determinants interact with each other to
reinforce poverty traps (see Figure 1).

We explore how the interconnected factors of trust (or lack thereof) and
social distance can reinforce poverty traps through myopic decision-
making and aspiration failure. First, a lack of trust influences household
decisions on economic matters in ways that could perpetuate poverty. We
argue that a context of weak trust leads households to make myopic deci-
sions that prevent them from escaping poverty. Second, low social and
institutional trust leads to social distance, as when an overreliance on close
relationships facilitates the formation of trust clusters within homogeneous
groups and alienation or antagonism across groups. Third, social distance
reinforces poverty traps, aswhen socioeconomic trust clusters are so distant
from each other that it undermines the capacity to aspire. In other words,

6 Matsuyama, “Poverty Traps.”
7 Christopher B. Barrett, Michael R. Carter, and Jean-Paul Chavas, “Introduction,” in The

Economics of Poverty Traps, ed. Christopher B. Barrett, Michael R. Carter, and Jean-Paul Chavas
(Cambridge, MA: National Bureau of Economic Research, 2018), 1–20.

8 Christopher B. Barrett, Teevrat Garg, and Linden McBride, “Well-Being Dynamics and
Poverty Traps,” Annual Review of Resource Economics 8 (2016): 303–27.
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households make asset-accumulation decisions based on their aspirations,
which are influenced by the groups they are part of and their relative
distance to other groups that are their “aspirational milestones.”9

Our second aim in this essay is to motivate how the socially influenced
bases of poverty and its self-reinforcing dynamics are a sound way of
understanding governance failures or “fragmented social contracts.”
Entrenched persistence of poverty is a constant reminder of the broken
commitments of political elites. Feelings of antagonism and a lack of an
attainable aspiration ladder diminish the incentive to abide by an existing
institutional arrangement. This is one way of understanding why some
societies turn to violent confrontation as a way of processing conflict, even
when institutions for political reform are in place.

The scrutiny of humanbehavior as influenced by social forces like those in
Figure 1 will remain opaque if we do not integrate a cognitive-processing
level of analysis that includes various types of automatic thinking identified

Figure 1. Poverty, Trust, and Social Distance: A Self-Reinforcing Loop.

9 See Garance Genicot and Debraj Ray, “Aspirations and Inequality,” Econometrica 85, no. 2
(2017): 489–519; Debraj Ray, “Aspirations, Poverty, and Economic Change,” in Understanding
Poverty, ed. Abhijit Banerjee, Roland Benabou, and Dilip Mookherjee (Oxford: Oxford Univer-
sity Press, 2006), chap. 28; and Arjun Appadurai, “The Capacity to Aspire: Culture and the
Terms of Recognition,” in Culture and Public Action, ed. Vijayendra Rao and Michael Walton
(Stanford, CA: Stanford University Press, 2004), 59–84.
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by behavioralism, such as biases, frames, and mental models. Our perspec-
tive provides some keymicrolevel foundations of the relationships between
poverty, trust, and social distance. This better understanding of how differ-
ent socially influenced sources of poverty interact in a dynamic way can
generate new ideas to complement the traditional policy recommendations
about poverty traps. We expect this to be useful for development practi-
tioners and development agencies.

The remainder of the essay is organized as follows. Section II conceptu-
alizes trust, how it is formed, and its connection with development
outcomes. Section III discusses the effects of weak trust on household
decision-making. In Section IV, we discuss the role of trust in group inter-
action within a community. Section V addresses the roles of trust and social
distance in the stability of a social contract. We offer some conclusions in
Section VI.

II. T  D

A. Trust

Humans are social creatures. Trust is the underlying foundation of
human interaction between individuals, among groups, and with the state.
Margaret Levi considers trust as “a holding word for the variety of phe-
nomena that enable individuals to take risks in dealing with others, solve
collective action problems, or act in ways that seem contrary to standard
definitions of self-interest.”10

We are concerned with three types of trust: interpersonal, social, and
institutional. Interpersonal trust, or trust among individuals, is a keystone
of human interaction and is associated with the broader concept of “social
trust,”particularly in the context of social capital. Interpersonal trust, which
initially takes the form of community trust or trust among those with close
ties, encourages social trust, for instance, through networks of civic engage-
ment by promoting reciprocity.11 These networks enable coordination and
intensify reputation effects, facilitating the solution of collective action
problems. Francis Fukuyama describes trust as “the expectation that arises
within a community of regular, honest, and cooperative behavior, based
on commonly shared norms, on the part of other members of the
community.”12 Social trust implies a generalized form of trust extended
to anymember of the community that transcends close ties. It is thus a richer
and more difficult form of trust to achieve. Information about others is key

10 Margaret Levi, “A State of Trust,” in Trust and Governance, ed. Valerie Braithwaite and
Margaret Levi (New York: Russell Sage Foundation, 1998), 77–101.

11 Robert D. Putnam, “BowlingAlone: America’s Declining Social Capital,” Journal of Democ-
racy 6, no. 1 (1995): 65–78.

12 Francis Fukuyama, Trust: The Social Virtues and the Creation of Prosperity (New York: The
Free Press, 1995).
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when it comes to building trust and repeated interactions are fundamental
to understanding the foundations of interpersonal and social trust.13

Institutional trust refers to society’s trust in organizations, rules, and the
mechanisms to enforce those rules. It reduces transaction costs, bringing
about efficiency gains and enabling contacts and agreements. It is a central
aspect of strengthening governance and delivering on development. Trust
in institutions, which leads to voluntary compliance with rules, is fueled by
“legitimacy.”14 Repeated interactions of commitment over time build trust;
honoring commitments time and again—such as by enforcing contracts,
providing public services, or not defaulting on pledges and obligations—
enhances credibility and builds trust. Institutional trust can also arise from
relational-based elements, based on the bonds of community membership
or other shared values and beliefs.

B. Formation of trust

How is trust formed? Methodological individualism advocates that trust
is based on theweighing of probabilities, a calculation of rewards and costs.
According to James Coleman, a rational agent trusts “if the ratio of the
chance of gain to the chance of loss is greater than the ratio of the amount
of the potential loss to the amount of the potential gain.”15 Risk-centered
views are consistent with rational choice theory, which is based on the
importance of self-interest.16 Probabilities, in principle, are built as a “haz-
ard rate,”where agents value the chance of an event happening—for exam-
ple, the breakdown of cooperation—conditional on the fact that it has not
happened for a given period of time or repeated number of interactions.
Trust, in that sense, can also unravel rapidly through updating of such
conditional probabilities.

Interpersonal trust could also arise from relational-based elements, such
as familial ties, shared ethnicity, and close-knit communities. As informa-
tion is revealed among these shared ties, trusting behavior is the rational
outcome of a cost-benefit analysis. Coleman highlights that shared
ethnicity and norms in a community enable the trust needed for market
transactions.17

13 See, e.g., Parikshit Ghosh and Debraj Ray, “Cooperation in Community Interaction with-
out Information Flows,” Review of Economic Studies 63, no. 3 (1996): 491–519; Francis Bloch,
GaranceGenicot, andDebraj Ray, “Informal Insurance in SocialNetworks,” Journal of Economic
Theory 143, no. 1 (2008): 36–58; and Felipe Balmaceda and Juan Escobar, “Trust in Cohesive
Communities,” Journal of Economic Theory 170 (2017): 289–318.

14 World Bank Group,World Development Report 2017: Governance and the Law (Washington,
DC: World Bank, 2017).

15 James Coleman, Foundations of Social Theory (Cambridge, MA: Harvard University Press,
1990).

16 CarolynMcLeod, “Trust,” in Stanford Encyclopedia of Philosophy, ed. Edward Zalta and Uri
Nodelman (2020), https://plato.stanford.edu/entries/trust/.

17 James Coleman, “Social Capital in the Creation of Human Capital,” American Journal of
Sociology 94 (1988): S95–S120.
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Trust can also be explained by individuals being programmed by social
norms to trust. In principle, social norms are “socially accepted ways of
behavior in a certain group.” Understanding trust as a social norm implies
that the act of trusting may or may not be rational because normsmay have
been internalized by nonrational means.18 Trust can be viewed, then, as
based on various elements, including culturally induced values, emotions,
and sentiments.19 In themoral philosophy sphere, trust can bemotivated by
goodwill.20 According to Russell Hardin, confidence in political institutions
is the product of governmental performance, in much the same way that
estimations of the trustworthiness of others and willingness to trust them
are based on the experience of how others behave.21

Institutional trust is built by repeated behavior over time, that is, through
manifesting commitment. When an institution is consistent and predictable
in its delivery of commitments, it legitimizes itself and fulfills the expecta-
tions about its behavior that builds trust between citizens and that institu-
tion.22 Legitimacy can also stem from a fair process through which policies
and rules are designed and implemented. In the absence of commitment
and fairness of processes, individuals might compensate through relational
legitimacy, where sharing a set of values and norms encourages individuals
to recognize authority within that group. Trust at some level is thus a key
facilitator of social cooperation and coordination.

C. The connection between trust and development

Trust is related to economic growth. Using World Value Surveys (WVS)
data, Paul Zak and Stephen Knack document that trust, especially its social
and institutional factors, have significant effects on economic growth.23

Paul Whitely also uses the WVS data and finds that trust has a positive
effect on economic growth.24 Fukuyama argues that cooperation,motivated

18 Preference-changing norms, for instance, arise when an individual’s choice is the outcome
of both that person’s preference and social norms. See Kaushik Basu, Prelude to Political
Economy: A Study of the Social and Political Foundations of Economics (New York: Oxford Uni-
versity Press, 2000).

19 See Judy Dunn, The Beginnings of Social Understanding (Cambridge, MA: Harvard Univer-
sity Press, 1988), 212; Fukuyama, Trust; Diego Gambetta, ed., Trust: Making and Breaking
Cooperative Relations (Oxford: Blackwell, 1988); Barbara Misztal, Trust in Modern Societies: The
Search for the Bases of Social Order (Cambridge, MA: Polity Press, 1996), 296; Anthony Giddens,
The Consequences of Modernity (Stanford, CA: Stanford University Press, 1990); Klaus von
Lampe and Per Ole Johansen, “Organized Crime and Trust: On the Conceptualization and
Empirical Relevance of Trust in theContext of CriminalNetworks,”Global Crime 6, no. 2 (2004):
159–84.

20 Annette Baier, “Trust and Antitrust,” Ethics 96, no. 2 (1986): 231–60.
21 Russell Hardin, “Trustworthiness,” Ethics 107, no. 1 (1996): 26–42.
22 World Development Report 2017.
23 Paul Zak and Stephen Knack, “Trust and Growth,” The Economic Journal 111, no. 470

(2001): 295–321.
24 Paul F. Whiteley, “Economic Growth and Social Capital,” Political Studies 48, no. 3 (2000):

443–66.
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by trust, is central in explaining the differences in economic performance
across countries.25

Trust also matters for government performance. In his pioneering work,
Robert Putnam examines the performance of regional governments in Italy
vis-à-vis the degree of citizens’ participation in civic groups and associa-
tions, such as sports clubs, choral groups, and literary societies.26 He finds
that in northern Italy, where there is more dynamic public engagement,
governments are more efficient, creative, and effective than in the south,
where civic participation is weaker. Other scholars have also studied the
effect of trust on democratic institutions. Using WVS data for forty-one
countries, Ronald Inglehart highlights that interpersonal trust and well-
being are key for the stability of democratic institutions.27 Gabriel Almond
and Sidney Verba, in their classic five-country study, report that a stable
democracy is supported by a sound “civic culture” with strong interper-
sonal trust and active civic engagement.28

Trust and social networks are such important factors in economic trans-
actions that they are conceptualized as a form of capital, namely, social
capital. Social capital can be measured (to some extent), accumulated, and
utilized to createwealth. It is understood as a resource or asset—such as trust,
norms, and social networks—used to improve the efficiency of coordinated
actions.29 This framework has played an important role in bringing “the
social experience” or “human sociability” into economic analysis.

Although the literatureon trust is richand constantly evolving, it is notwell
unified and it remains grounded in the technical apparatus of economics,
mainly through the perspective of methodological individualism and ratio-
nal choice epistemology.Whilewe appreciate this perspective,we go beyond
understanding trust as strictly an asset or resource for efficient economic
transactions. We recognize different forms it could take, with potential neg-
ative outcomes for development. Moreover, we go beyond rationality as the
default for understanding behavior and welcome an approach to trust that
sees it as not only an individual characteristic, but also a social one.

III. T, D-M,  P T

Weak trust shortens one’s planning horizon and induces myopic deci-
sions that, in turn, reinforces poverty traps. The notion that poverty can lead

25 Fukuyama, Trust.
26 Robert D. Putnam,Making DemocracyWork: Civic Traditions in Modern Italy (Princeton, NJ:

Princeton University Press, 1993).
27 Ronald Inglehart, “Trust, Well-Being, and Democracy,” in Democracy and Trust, ed. Mark

Warren (Cambridge, UK: Cambridge University Press, 1999), 88–120.
28 Gabriel. A. Almond and Sidney Verba, The Civic Culture: Political Attitudes and Democracy

in Five Nations (Princeton, NJ: Princeton University Press, 1963).
29 Pierre Bourdieu, “The Forms ofCapital,” inHandbook of Theory andResearch for the Sociology

of Education, ed. John G. Richardson (New York: Greenwood Press, 1986), 241–58; Putnam,
Making Democracy Work; Coleman, Foundations of Social Theory.
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to a discounting of future rewards in lieu of present gains is well established
in economic and cognitive sciences.30While all individuals tend to discount
the future to somedegree, poor households are associatedwith higher levels
of discounting, even hyperbolic discounting in which the discount factor is
not constant consumption over time. In the presence of uncertainty and cash
or credit constraints, people make decisions with short time-horizons and
become “impatient.” This behavior has empirical support and can also be
explained through evolutionary fitness.31

A myopic orientation toward the future has important implications for
economic decision-making. Steep future discounting lowers household
well-being in the long run by systematically steering decision-making away
from asset accumulation, thus discouraging investment and saving. For
example, it might steer households away from saving in favor of
immediate consumption. This discounting has a reciprocal effect on pov-
erty, creating a trap: poverty leads to short-sighted choices that, in turn,
perpetuate poverty.

What is it about poverty, though, that causes short-sighted decision-
making? Part of it has to do with uncertainty about the future. While the
future is uncertain for all, the poor systematically face a greater risk of
negative outcomes, such as premature death (with lower levels of overall
health and access to health care), losing labor income (due to informal
contractual relationships with employers), eviction, and experiencing vio-
lence, among other manifestations of the multidimensionality of poverty.
Some explain this present-oriented bias through a behavioralist lens, which
understands poverty as a cognitive burden on individuals who have to
focus a large part of their cognitive capacity on worrying about where the
next meal will come from or where to collect water from, leaving less
capacity to focus on future-facing decisions.32 A metaphor often employed
to describe this phenomenon is the “cognitive tax onpoverty,”whichmeans
that financial distress reduces people’s “cognitive bandwidth” or mental
resources.

The formation of trust, as a belief, depends on observations and experi-
ences accumulated over time. Individuals with higher income are more
likely to have favorable standard-of-living experiences, while low-income
individuals are more prone to experience violations of trust that reinforce a

30 See, e.g., Emily C. Lawrance, “Poverty and the Rate of Time Preference: Evidence from
Panel Data,” Journal of Political Economy 99, no. 1 (1991): 54–77; Richard B. Lopez et al., “Neural
Predictors of Giving in to Temptation in Daily Life,” Psychological Science 25, no. 7 (2014): 1337–
44; Mahmud Yesuf and Randall Bluffstone, “Wealth and Time Preference in Rural Ethiopia”
(Discussion Paper 08-16, Environment for Development, 2008), https://media.rff.org/docu
ments/EfD-DP-08-16.pdf; B. J. Casey et al. “Behavioral and Neural Correlates of Delay of
Gratification 40 Years Later,” Proceedings of the National Academy of Sciences 108, no. 36
(2011): 14998–15003.

31 Partha Dasgupta and Eric Maskin, “Uncertainty and Hyperbolic Discounting,” American
Economic Review 95, no. 4 (2005): 1290–99.

32 Sendhil Mullainathan and Eldar Shafir, Scarcity: Why Having Too Little Means So Much
(New York: Times Books, 2013).
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grim vision of others. Consider crime as an example.While crime affects all,
higher-income households are likely to live in neighborhoods with better
law enforcement (financed by taxes), while poorer households are likely to
have a less favorable experience with the police. In that way, as Jon Jachi-
mowicz and his coauthors point out, trust is unequally distributed through-
out society, determined partly by the way in which people “experience the
state” through their interactions with state institutions.33 In some poor,
marginalized communities, poor people see the face of the state only in
the police.

Investing in scenarios characterized by long-term payoffs implicitly
involves trusting that the promised long-term benefits will materialize.
However, when the belief that delayed benefits will materialize is weak,
the rational decision is to engage in short-term transactions.34 Thus, trust
can be seen as a mechanism to soften the impacts of unpredictability by
helping individuals deal with uncertainty and complexity.35

A recent study surveys factors that could explain short-term decision-
making and sheds light on the relationship between trust and myopic
decision-making.36 More specifically, the study finds that lower income
leads to high discounting of the future mainly in circumstances of low
community trust, with community defined as family, neighbors, and
friends. In other words, low-income individuals with high community
trust do not display the usual high rate of future discounting that other
low-income individuals display as compared to high-income individuals;
only thosewith low income and low community trust display a high rate of
future discounting. Trust in one’s community (or close group) thus offers a
buffer against crises and to some extent lessens future discounting. The
example of people borrowing at high interest rates usually happens in
contexts where people do not have close ties on whom to rely and—to a
lesser extent—in contexts where they lack the cognitive bandwidth to
process thoroughly information regarding the cumulative cost of the
credit.

These studies suggest thatmyopic decisions are not entirely limited to the
experience of poverty; they are also mediated by trust. Low-income com-
munities with strong social cohesion have incentives to avoid short-sighted
behaviors and to invest in endeavors that entail delayed gratification.
Whether community trust can act as a substitute for institutional trust
and, if so, to what extent, is an interesting issue.

33 Jon Jachimowicz et al., “Community Trust Reduces Myopic Decisions of Low-Income
Individuals,” Proceedings of the National Academy of Sciences 114, no. 21 (2017): 5401–6.

34 Xavier Gabaix andDavid Laibson, “Myopia andDiscounting” (Working Paper no. 23254,
National Bureau of Economic Research, New York, 2017), https://www.nber.org/system/
files/working_papers/w23254/revisions/w23254.rev0.pdf.

35 George T. Cvetkovich and Timothy C. Earle, Social Trust: Toward a Cosmopolitan Society
(Westport, CT: Praeger, 1995), 240.

36 Jachimowicz et al., “Community Trust Reduces Myopic Decisions.”
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IV. S D  P T

A. Effect of exclusive reliance on close relationships on alienation between social
groups

Beyond its effects on individual decision-making, trust alsomediates how
people within a society interact. Jachimowicz and his coauthors contend
that close ties may be of paramount importance in the context of poverty,
but such ties could have complex repercussions if strong community trust
increases a group’s distance from other groups.37 Social distance between
groups that are internally cohesive has important implications for poverty.

Polarization in a society describes intergroup conflict dynamics, which is
an idea that can be traced back at least to Karl Marx.38 However, its modern
conceptualization and measurement comes from Joan-Maria Esteban and
Debraj Ray, who hold that every society can be thought of as an amalgam-
ation of groups, where two individuals drawn from the same group are
“similar,”while those from different groups are “different” relative to some
given set of attributes or characteristics.39 Polarization of a distribution of
individual attributes then exhibits the following features: (1) a high degree
of homogeneity within each group or cluster, (2) a high degree of hetero-
geneity across groups, and (3) a small number of significantly sized groups.
Groups of insignificant size (such as isolated individuals) carry insufficient
weight to affect the general polarization.

Social clustering is heavily informed by socioeconomic status or class.
However, this is not the only relevant factor. Race, religion, ethnic, or tribal
belonging or nationalistic sense also cause socially polar structures. Polar-
ization is relevant because it is often linked to the creation of social tensions,
the possibility of rebellion and revolt, and the existence of general social
unrest. This is especially true if income or wealth are variables.

Esteban and Ray distinguish between identification and the alienation
that takes place as societies break up into clusters.40 Identification refers to
intragroup homogeneity. Taking any characteristic x, such as income or
education, they propose that an individual feels a sense of identification
with other individuals who have the same x as him. Hence, the identifica-
tion felt by an individual is an increasing function of the number of indi-
viduals in, say, the same income class. The sense of identification may
depend not only on the number of similar individuals, but also on the
common specific characteristic(s) that these individuals possess. Alienation
is the opposite of identification. An individual feels alienated from others

37 Jachimowicz et al., “Community Trust Reduces Myopic Decisions.”
38 Karl Marx and Friedrich Engels, The Communist Manifesto (London: Penguin, 2015).
39 Joan-Maria Esteban and Debraj Ray, “On theMeasurement of Polarization,” Econometrica

62, no. 4 (1994): 819–51.
40 Esteban and Ray, “On the Measurement of Polarization,” 830. For a review of work that

also conceptualizes identification and alienation in terms of social proximity and social dis-
tance, see Vincent N. Parillo and Christopher Donoghue, “Updating the Bogardus Social
Distance Studies: A New National Survey,” Social Science Journal 42, no. 2 (2005): 257–71.
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who are “far away” from him, with distance identified in a well-defined
“space” (d(x, x’)).

How do identification and alienation relate to trust? We argue that social
clusters form based on specific common characteristics, such as social class,
and they reinforce both relational trust within groups and alienation
between groups. In otherwords, social clusters become trust clusters, where
individuals believe that those within their group will protect their own
interests, while those in other groups will not. In this way, alienation is
effectively a form of antagonism between individuals rather than just a
passive way of contemplating social distance among groups. Individual
feelings of identificationmay even influence the “effective voicing” of alien-
ation. If polarization depends on a “vector” of effective antagonisms in
society, then an axiom that can be derived from this model is that, in the
case of income, the disappearance of a “middle class” into “rich” and “poor”
categories will increase polarization and erode social trust.41

An individual’s sense of identification may depend not only on the num-
ber of other individuals with similar attributes, but also on the attributes
themselves. This implies that an equal number of people in two different
income categories may possess an unequal degree of “effective
identification.” This matters because the resources available to those in
richer groups may contribute to them manifesting as a more unified entity,
for example, by creating lobbies, organizing protests, and pushing particu-
lar policies,42 with mechanisms to voice and protect their own interests.
These mechanisms might not be available to groups with fewer resources,
so their capacity to participate in decision-making processes is diminished.
If antagonistic feelings in polarized societies are reciprocal—flowing from
the poor to the rich asmuch as from the rich to the poor—then a poverty trap
is likely to be reinforced. As can be inferred from Esteban and Ray’s model,
one way to bring together economically polarized groups is by creating a
strong and ever-growing middle class to serve as a “bridge” to ease social
tensions.43

41 Esteban and Ray, “On the Measurement of Polarization,” 833.
42 Esteban and Ray, “On the Measurement of Polarization,” 849.
43 The literature on social capital offers a way of approaching relationships that individuals

formwith their close ties, with other social groups, andwith other groups at a larger social scale.
Its conceptual framework includes the concepts of bonding, bridging, and linking social capital.
Bonding social capital is a type of social capital that describes connections within a group or
community characterized by high levels of similarity. Bridging social capital arises between
social groups, social class, race, religion, or other relevant socioeconomic characteristics. In
Bowling Alone: The Collapse and Revival of American Community (New York: Simon & Schuster,
2000), 22–24, Robert Putman explores how bonding social capital is good for “getting by” and
bridging is crucial for “getting ahead.” Scholars at theWorld Bank are credited with adding the
concept of linking social capital todescribe relationships amongpeopleor institutions atdifferent
levels of power in a social hierarchy. See Tristan Claridge, “Functions of Social Capital: Bonding,
Bridging, Linking,” Social Capital Research (2018), https://www.socialcapitalresearch.com/wp-
content/uploads/2018/11/Functions-of-Social-Capital.pdf, for this review.
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Our framework depicted in Figure 1 above specifies that social distance
increases not only because of alienation between groups, but also in the
absence of institutional trust. Therefore, institutional trust is another source
of mediation between different social groups. If a set of norms as well as
arbiters who are seen as fair and equitable exist to promote cooperation and
solve disputes, it might be possible to embrace plurality and differences in a
society. Institutional efficiency is always perfectible, in this sense. The min-
imum requirement for legitimacy is that the process of reforming formal
institutions is fair and accessible for all. (In Section V below, we provide a
closer examination of the relationship between institutions, poverty, and
trust.)

The mechanics of social distance (effective antagonism) described by Este-
ban and Ray have found strong support from social cognition scholars.
Elizabeth Segal and her coauthors review studies on the origins of empathy
anddescribe survival andgenetic reproduction asbest accomplished through
group living that relies on empathic behaviors among group members.44

Empathic feelings are stronger for those who will help to ensure successful
survival and reproduction. Those most likely to ensure our survival have
been others who look, think, and act similarly, particularly in terms of race,
gender, age, ability, political identification, and social class. Unfortunately,
this tribal instinct, coupled with our relative difficulty in enacting empathy
for people who are different from us, often results in a tendency toward “us
versus them” attitudes and behaviors, which are usually counterproductive
in our modern context.

This perspective emphasizes the endogenous nature of social proximity
and social distance as opposed to the structuralist approach described
above. More importantly, while some barriers to empathymay be inherited
and have to do with species survival, most of them seem to be cognitively
developed, albeit unconsciously at a young age. Experiential learning that
taps into one’s empathic neural system by seeing others as similar rather
than different thus seems to be themost effective way to influence empathic
resonance or insight.45

B. Social distance as the origin of aspiration failure

Trust clustering and social distance have another important implication
for poverty, as they affect the formation of aspirations. Esteban and Ray

44 Elizabeth A. Segal et al.,Assessing Empathy (New York: Columbia University Press, 2017).
45 See, e.g., C. Daniel Batson et al., “Empathy and Attitudes: Can Feeling for a Member of a

Stigmatized Group Improve Feelings toward the Group?” Journal of Personality and Social
Psychology 72, no. 1 (1997): 105–18;AdamD.Galinsky andGordonB.Moskowitz, “Perspective-
Taking: Decreasing Stereotype Expression, Stereotype Accessibility, and In-Group
Favoritism,” Journal of Personality and Social Psychology 78, no. 4 (2000): 708–24; John R. Cham-
bers andMarkH. Davis, “The Role of the Self in Perspective-Taking and Empathy: Ease of Self-
Simulation as aHeuristic for InferringEmpathic Feelings,”Social Cognition 30, no. 2 (2012): 153–
80; and Emily Teding van Berkhout and John M. Malouff, “The Efficacy of Empathy Training:
A Meta-Analysis of Randomized Controlled Trials,” Journal of Counseling Psychology 63, no. 1
(2016): 32–41.
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may describe the mechanics of polarization, but we are also interested in
understanding how the cultural process through which aspirations are
formed interreact with the experience of social distance. Once one recog-
nizes that culture has an important role to play in development, the chal-
lenge becomes understanding how exactly it does so. As Amartya Sen
explains, in one form or another, culture engulfs our lives, our desires,
our frustrations, our ambitions, and the freedoms that we seek.46

According to the capability approach, social distance can have an
impact on the “functionings” of individuals.47 People’s functionings—
their real and effective options to be or do—are shaped by their aspirations
and agency. Aspirations are drivers to make decisions that enable indi-
viduals or households to transition from their current situation to another
one they desire, for themselves or for their children. Agency refers to
people’s effective capability to act to reach those goals. These, however,
are shaped by the societies inwhich individuals live, their relative position
within that society, and the distance between the groups they belong to
and other groups.48

This relationship between aspirations and agency can also be approached
from the behavioralist perspective, which holds that poverty may generate
an internal frame or a mental model that interprets the world and poor
people’s role in it. Shared frames create self-reinforcing collective patterns of
behavior. These patterns of behaviormight be highly desirable, such as trust
and shared values. However, when group behaviors influence individual
preferences and individual preferences feed into group behaviors, societies
can also develop patterns that are ill-advised or even destructive for the
community.49

In this sense, mental models come from the cognitive side of social inter-
actions, which is often construed as culture. Poverty and the perspectives of
escaping from it depend, to some extent, on the way the poor interact on a
symbolic level with the nonpoor. Arjun Appadurai argues that the capacity

46 Amartya Sen, “How Does Culture Matter?” in Culture and Public Action, ed. Rao and
Walton, 37–58.

47 The capability approach is a theoretical framework that entails two normative claims. First,
freedom to achieve well-being is of primary moral importance. Second, well-being should be
understood in terms of people’s capabilities and functionings. Capabilities are the doings and
beings that people can achieve if they so choose, including their opportunity to do or be such
thingsasbeingwell-nourished,gettingmarried, being educated, and travelling. Functioningsare
capabilities that have been realized. Ingrid Robeyns and Morten Fibieger Byskov, “The Capa-
bility Approach,” The Stanford Encyclopedia of Philosophy (2020), ed. Edward N. Zalta and Uri
Nodelman, https://plato.stanford.edu/archives/sum2023/entries/capability-approach/.

48 Regional Human Development Report for Latin America and the Caribbean 2010: Acting on the
Future: Breaking the Intergenerational Transmission of Inequality (New York: United Nations
Development Programme, 2010), https://hdr.undp.org/system/files/documents/rhdr-
2010-rblacpdf.pdf.

49 World Bank Group, World Development Report 2015: Mind, Society, and Behavior
(Washington, DC: World Bank, 2015), https://documents1.worldbank.org/curated/
en/645741468339541646/pdf/928630WDR0978100Box385358B00PUBLIC0.pdf.
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to aspiremust be recognized as a cultural capacity, especially for the poor.50

The future-oriented logic of development could find a natural ally in this
cultural capacity and the poor could find the resources required to contest
and alter the conditions of their own poverty.

Appadurai’s idea that the most important dimension of culture as it
relates to poverty and development is its orientation toward the future is
counterintuitive, given that when we think about culture we usually think
in terms of tradition, habits, and customs rather than goals, dreams, and
expectations. The complex relationship that the marginalized have to the
cultural regimeswithinwhich they function is clearer stillwhenwe consider
the specific cultural capacity to aspire. Aspirations about a good life, health,
and happiness exist in all societies. However, the capacity to aspire is not
evenly distributed within a society.51 The relatively rich and powerful
invariably have amore fully developed capacity to aspire because the better
off people are, in terms of power, dignity, and material resources, they are
more likely to be conscious of the causal links between more and less
immediate objects of aspiration. The better off, by definition, thus have a
more complex experience than do the poor of ends and means, but this
difference should not be misunderstood. Appadurai is not saying that the
poor cannotwish,want, need, plan, or aspire, but that their capacity to do so
remains less developed.52 According to Ray, this is not a condition inherent
to individuals who are poor, but about the condition of poverty itself. The
capacity to aspire, like any complex cultural capacity, thrives and survives
on practice, repetition, exploration, conjecture, and refutation.53

For the capacity to aspire to become a concrete capability that can be
exercised for development purposes, it needs to function as an ethical and
psychological horizonmade up of credible hopes. The idea that hopes could
be fulfilled is essential to transition from “wishful thinking” to “thoughtful
wishing.” It is important to recognize that aspirations are constructed
socially, in relation to the experiences of other individuals “in the cognitive
neighborhood of that person” or “from the lives, achievements, or ideals of
those who exist in her aspirations window.”54

When faced with an “aspiration gap,”which is the difference between
our perceived current situation and the position we would like to fill,
reducing the gap requires individuals to invest their current resources
to achieve future returns. However, when aspirations are too distant
from someone’s current circumstances, her incentives to invest also
decrease.55

50 Appadurai, “The Capacity to Aspire,” 52.
51 Appadurai, “The Capacity to Aspire.”
52 Appadurai, “The Capacity to Aspire.”
53 Ray, “Aspirations, Poverty, and Economic Change,” 1, 2.
54 Ray, “Aspirations, Poverty, and Economic Change,” 1, 2.
55 Ray, “Aspirations, Poverty, and Economic Change,” 3–4. In a more sophisticated version

of this theory, Ray uses a metaphor of a tilting treadmill to introduce a dynamic element to the
equation in which aspiration milestones are not static but evolve with social change. When a
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George Akerlof brings into this discussion another way in which “social
decisions” are influenced by social distance.56 According to him, individ-
ualsmight be either status seekers or conformists. A status seeker’s behavior
depends positively on the difference between the individual’s own status
and the status of others, building their aspirations in relation to those who
are better off than they are. In contrast, a conformist wants to mimic the
status quo as much as possible. If social distance within groups is high and
the trust in close ties is strong, there are powerful incentives to mimic as
much as possible those in your nearest social circle. In otherwords, there is a
motivation to conform to the current status quo, even if this status quo is one
of deprivation. This tendency might be the result of fear of negative
“sanctions” coming from friends, family, or neighbors, due, for example,
to jealousy and envy. These possible sanctions and the risk of failing to
achieve a successful social jump can be a powerful motive for conformity
that is as strong as the desire to preserve the positive benefits of love and
friendship. Therefore, one’s close community can exert not only “distance”
but also “increased inertia” on potentially ambitious individuals.

An example of how aspirations can become a space for interventions
comes from Ethiopia, where disadvantaged individuals commonly report
feelings of lowpsychological agency, oftenmaking comments like “wehave
neither a dream nor an imagination” or “we live only for today.”57 In 2010,
randomly selected households were invited to watch one hour of inspira-
tional videos comprising four documentaries of individuals from the region
telling their personal stories about how they had improved their socioeco-
nomic position by setting goals and working hard. Six months later, the
households that had watched the inspirational videos had higher total
savings and had invested more in their children’s education, on average,
than those that had not. Surveys revealed that the videos had increased
people’s aspirations and hopes, especially for their children’s educational
future.58 The study illustrates the ability of an intervention to change a
mental model of one’s belief in what is possible in the future.

country has rapid economic growth, frustration can arise not only from its uneven nature, but
also from increasing aspirations that push the frontier for satisfaction. Just as with a tilting
treadmill, it becomes more difficult to keep up with expanding aspirations. Combined with
unequal initial conditions, rapid growth canunleash unfulfillable aspirations, causing cracks in
the social contract. Debraj Ray, “Aspirations and the Development Treadmill,” Journal of
Human Development and Capabilities 17, no. 3 (2016): 309–23.

56 George Akerlof, “Social Distance and Social Decisions,” Econometrica 65, no. 5 (1997):
1005–27.

57 Tanguy Bernard, Stefan Dercon, and Alemayehu Seyoum Taffesse, “Beyond Fatalism: An
Empirical Exploration of Self-Efficacy and Aspirations Failure in Ethiopia” (CSAE Working
Paper Series 2011-03, Centre for the Study of African Economies, University of Oxford, 2011).

58 Tanguy Bernard, Stefan Dercon, Kate Orkin, and Alemayehu Seyoum Taffesse, “The
Future in Mind: Aspirations and Forward-Looking Behavior in Rural Ethiopia” (CSAEWork-
ing Paper Series 2014–16, Centre for the Study of African Economies, University of Oxford,
2014).
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The more continuous a society is, the more attainable the aspiration to
move upward becomes and the more reasonable is the amount of effort
required to achieve that aspiration. If one followsDebraj’s argument, then if
an economically unequal society is thickly populated at all points of the
economic spectrum, local and attainable incentives to aspire exist at the
lower end of the wealth distribution. On the other hand, in societies where
groups are concentrated in nodes with significant distance between them,
changing one’s situation requires greater effort, which disincentivizes
action. This results in a failure of aspirations for those farthest behind,which
in turn perpetuates poverty. Aspirations are thus an important part of the
symbolic realm of decision-making.

Returning to the issue of the extent to which community trust can sub-
stitute for institutional trust as a route out of poverty, it is possible for this to
occur. However, if one follows Appadurai’s and Esteban and Ray’s argu-
ments, this substitution could also be part of what perpetuates poverty
traps.

V. S C  E B  T

Another way inwhich low trust and social distance are related to poverty
is by restricting the ability of a society to reach an optimal social contract in
which all members of society choose to participate. Aspiration failure is an
analytically rich way of understanding fractures in the social contract.59 If
no attainable aspiration ladder existswithin an institutional framework and
someone is skeptical about institutional reform possibly going in his favor,
then why would he remain within its boundaries? Ken Binmore offers a set
of characteristics that social contracts should have in order to be successful
devices for ordering public life. He holds that theymust be perceived as fair
by all actors; be economically, socially, and environmentally stable by
means of voluntary compliance; and efficient in competing successfully
with other societies.60

Binmore models human social life as a series of strategic interactions and
a collection of repeated games, which he labels the “game of life.”61 To
achieve a fair solution to the game and a fair social contract, participants
should not know in advancewhat their positionwill be under the rules they
are adopting. In terms of governments, institutions, and other contenders,
this “veil of ignorance” or “original position”62 exists when political actors
do not know beforehand whether they would be elected and play the
position of enforcing the contract or be subject to its enforcement. It is a
form of insurance to secure fairness and justice understood as “mutual
advantage.”

59 Ray, “Aspirations, Poverty, and Economic Change.”
60 Ken Binmore, Natural Justice (New York: Oxford University Press, 2005), 289.
61 Binmore, Natural Justice, 4.
62 John Rawls, A Theory of Justice (Cambridge, MA: Harvard University Press, 1971).
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Trust can be seen as the glue that binds together Binmore’s characteristics
of a successful social contract. Only when individuals trust that the social
contract will be stable and agree that it is fair and beneficial to them, will
they voluntarily complywith it. For example, if citizens do not trust that the
governmentwill use public funds efficiently, given their experiencewith the
quality of the services, then they will be less willing to pay taxes. In many
countries, the middle class, once their income allows for it, abandon public
services that they perceive as subpar, such as education and health, in favor
of privately funded services. Naturally, this deepens their reluctance to pay
taxes that would fund the public services they no longer use, which results
in a deterioration in the quality of the services that the poor who cannot opt
out receive.

The main factor at play for low-quality service provision is the relative
inability of the population at the lowest end of the income distribution to
effectively voice their demands for high-quality services. Also, people who
are somewhatwere better off and have a different aspiration abandoned the
coalition that pushes for better public services, therefore increasing the
social distance between groups. Indeed, social contracts can be hierarchi-
cally asymmetrical. In most societies, certain citizens and groups are more
influential than others, giving them more say in the nature and content of
social contracts. In some countries, the government is so powerful that all
societal groups together have hardly any say at all in the social contract and
must de facto accept it.63

A contract is a formal manifestation of an agreement between peers or, in
a political society, between free and equal citizens. However, socially dis-
advantaged groups tend to lack the influence or power to shape the social
contract. When this happens, social contracts take the form of political
settlements, understood as elite bargaining equilibria.64 If, at one end of
the social distribution, the power to shape the social contract is overrepre-
sented, it is unlikely that those not in the elitewill trust that it will serve their
interest. Regardless of what the agreement entails or whether elites act in a
public-spirited way, the fact that a group is excluded from having a say in it
compromises the procedural legitimacy of the social contract. When a
polarized social contract neglects providing opportunities for a broad social
sector, incentives to abide by its institutions also break down. The
entrenched persistence of poverty is a constant reminder of broken com-
mitments by the political elite, thereby eroding social contracts.

63 Markus Loewe, Tina Zintl, and Annabelle Houdret, “The Social Contract as a Tool of
Analysis: Introduction to the Special Issue on ‘Framing the Evolution of New Social Contracts
in Middle Eastern and North African Countries’,” World Development 145 (2021): 1–16.

64 JonathanDi John and James Putzel, “Political Settlements” (Governance and Social Devel-
opment Resource Centre Emerging Issues Research Service, University of Birmingham, UK,
2009), https://gsdrc.org/wp-content/uploads/2015/06/EIRS7.pdf; Mushtaq Khan, “Politi-
cal Settlements and the Governance of Growth-Enhancing Institutions” (Research Paper on
Growth-EnhancingGovernance, School ofOriental andAfrican Studies, University of London,
2010), https://eprints.soas.ac.uk/9968/1/Political_Settlements_internet.pdf.
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Treating the poor instrumentally can take many forms, but they all have
the potential to erode the foundations of the social contract that elites
control. Fragmented social contracts might lead to effective voicing of
antagonism through protests, riots, or violent confrontation. Confrontation
itself reinforces polarization,which in turnmakes it increasingly difficult for
political and social entrepreneurs to form a coalition for policy reform.

VI. C

The social determinants of poverty are not well understood. In this essay,
we have argued how overall trust with its associated dimension and social
distance are central to understanding the mechanisms through which pov-
erty traps are sustained. In our integrated framework, the socially influ-
enced foundations of poverty dynamics also better explain fragmented
social contracts. Our approach to understanding poverty has practical
implications for antipoverty and broader development policies.

Trust and poverty reinforce each other. However, in the relevant litera-
ture, insufficient attention has been devoted to understanding the micro-
level foundations or specificmechanics of this cyclical relationship.Wehave
discussed the role that trust plays in decision-making, especially in the way
individuals invest in their future. If especially low-income people do not
trust social networks or institutions, they lack the motivation to invest in
their future, reinforcing poverty traps. Evidence shows, though, that when
community trust is present—as with kin, friends, and neighbors—that can
act as a buffer to myopic decision-making.

Aside from influencing individual household decision-making, trust also
determines how groups interact with each other, which is fundamental for
societal-level outcomes, including the incidence of poverty. High homoge-
neity within a group will create a trust cluster arising from relational-based
elements, such as familial ties, class, shared ethnicity, and close-knit com-
munities. However, when their characteristics make groups significantly
different from each other, a polarization effect occurs. Polarization is char-
acterized by identification and alienation: the further away the groups, the
more alienation a group feels toward other groups and the more identifi-
cation members of that group feel with each other. Alienation, as described
by Esteban and Ray, is a way of capturing effective antagonism between
individuals. Antagonistic feelings, or a lack of trust, in polarized societies
also reinforce poverty traps.

Trust recreates itself in each social interaction, informed not only by the
material reality, such as income distribution, but also by other contending
ideas, such as religion, race, and nationalism. This is why a cultural approach
sheds light on the microlevel foundations of trust in relation to poverty.
Aspiration operationalizes the symbolic realm in the relationship between
poverty and trust. Aspiration is understood as the capacity for individuals
tomove toward a future they desire. Aspirations are not entirely endogenous,
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though; they are influenced by context.When aspirations are deemed as being
too far away from current circumstances, incentives to invest in that future
collapse; they are just not worth the effort. This is one of the main arguments
for seeking a society broadly populated at all levels of income distribution.

Furthermore, the socially influenced bases of poverty and its self-
reinforcing dynamics are an analytically rich way of explaining how social
contracts can fracture. In order to survive, social contracts need to be stable,
efficient, and fair. They need to induce voluntary compliance, which
requires a certain level of trust. Nevertheless, the entrenched persistence
of poverty is a constant reminder of (especially) the political elites’ broken
commitments. Feelings of antagonism between social groups and a lack of
an attainable aspiration ladder diminish the incentive to abide by an exist-
ing institutional arrangement, which helps us understand why some soci-
eties are turning to violent confrontation as a way of processing conflict,
even when institutions for political and electoral alternation are in place.

Trust has an impact on individual decision-making processes, how groups
within a society interact, and on the stability of social contracts. In these
spheres, the absence of trust has important repercussions for how poverty is
perpetuated. Looking toward more effective and sustainable poverty reduc-
tion, we need to understand these linkages and address them systematically.

What is essential about poverty traps is that they tend to persist. This
might sound like a grim message, but it is not impossible for an economy
and households to escape from it. Three main policy categories offer ways
out of poverty traps: (a) provide the poor with greater access to markets
through savings, credit, insurance, information, and property rights;
(b) improve the access of the poor to public services and infrastructure by
expanding coverage and reducing corruption; and (c) redistribute resources
to the poor through cash or in-kind goods and services.65

However, these three categories of policy options do not address social
structures and their behavioral consequences.66 Some policies do deal
directly with myopic decisions and with influencing aspirations, but many
other policy options need to be considered, given the socially influenced
nature of decision-making about asset accumulation. Dealing with poverty
traps is a difficult endeavor. Small adjustments often fail tomove people out
of low-level dynamic equilibria, unless they are carefully targeted at pre-
cisely the context-specific mechanism that traps people in poverty. Systems
must change, major positive shocks must occur, or both.67 The systemic
nature of this problem is benefited by frameworks that acknowledge
dynamic relations between different determinants of decision-making

65 Maitreesh Ghatak, “Theories of Poverty Traps and Anti-Poverty Policies,” TheWorld Bank
Economic Review 29 (2015): S77–S105.

66 Ghatak, “Theories of Poverty Traps and Anti-Poverty Policies”; Barrett, Garg, and
McBride, “Well-Being Dynamics and Poverty Traps”; Matsuyama, “Poverty Traps.”

67 Barrett, Garg, and McBride, “Well-Being Dynamics and Poverty Traps.”
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and see policymakers as part of the system of power asymmetries that
reinforce poverty traps.
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