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Climate change mitigation and poverty eradication are at the core of the sustainable development 

agenda. In the past, countries have struggled to achieve both goals simultaneously. China is the 

most prominent but by far not singular example that successfully reduced poverty at high 

environmental costs. Governments might need to implement integrated policies to achieve both 

targets simultaneously. 

Many developing countries have pledged to tackle their emissions in the Paris Agreement. To 

address climate change, economic theory suggests to abolish fossil fuel subsidies and introduce 

carbon pricing, increasing pressure on household incomes. In the past, attempts to implement 

such policies have often led to social protests and eventually turned planned reforms 

unsuccessful. In contrast, successful reforms have often been accompanied by different kinds of 

transfers to alleviate negative implications for the poor. While these have been documented in 

the literature, a systematic assessment of how these effects can be compensated by antipoverty 

policies and transfers is currently lacking.  

Our study addresses this gap in several ways. First, it outlines the different typologies of 

antipoverty transfer policies, the theory of change underlining them and their estimated 

effectiveness. By using a novel database with information about these policies in developing 

countries in the last 15 years, the analysis highlights the spread of antipoverty transfers, also 

underlining the increasing capacity and fiscal space of many developing countries to implement 

these policies. Second, the paper analyses the possible lessons to be drawn for climate policies, 

looking at both first best and second-best solutions. Finally, by combining the World Banks’s 

Global Consumption Database and a multi-regional input/output model the paper estimates the 

effectiveness of climate policies if the poorest parts of the population were excluded from those 

policy measures.  

The analysis shows that climate policy and poverty eradication are not mutually exclusive. 

However, climate policies in developing countries need to consider the specific demands of 

governments and, more specifically, the poorest parts of the population.  

Combining mitigation and antipoverty policies is key for inclusive, and equitable climate policy. 

This is especially relevant for longer-term low carbon transformations aiming at supporting 

social and economic development.


