
Poverty and Inequality 
Spencer Huchulak 

12 January 2015 
 

1 
 

Can ‘slums’ be characterised as poverty ‘traps’? 
 

From Nairobi to Mumbai to Mexico City, slums exist on every continent, have throughout 

time, and exemplify urban poverty. With many countries watching them grow for decades 

and millions of households finding themselves trapped in poverty for generations, slums are 

not just a temporary phenomenon (Marx, et al., 2013). In this paper, I will argue that slums, 

also known as informal settlements, are home to many causes of poverty and can be 

characterized as poverty traps themselves. 

 

Poverty traps prevent upward mobility for the poor. They create a cycle in which the poor 

face adverse circumstances which in turn causes additional poverty or a return to the state 

of poverty. Poverty is often passed down from generation to generation and escape is all 

but impossible without assistance.  

 

As economic changes continue to drive increased urbanization, slum sizes are expected to 

expand in the coming decades. The latest figures from UN-HABITAT put the total population 

of people living in slums at over 860 million, mostly in developing countries (Grant, 2010; 

Marx, et al., 2013). Slums are a particularly strong example of urban poverty and how traps 

can be difficult to overcome. Slums are defined as “a heavily populated urban area 

characterised by substandard housing and squalor” (Grant, 2010, p. 8). Densities of people 

inside and outside houses are high in slums. Based on every poverty measure, from 

consumption and household wealth to education and health, residents of slums face more 

inequality than their urban counterparts. 

 

The informal, unplanned settlements of slums give residents no tenure over the land they 

build on. They are often considered illegal trespassers and routinely face threats of 

expulsion by government authorities. Cheap land is hard to come by and some must resort 

to homelessness. In her book Behind the Beautiful Forevers, Boo (2012) chronicles how 

Mumbai city officials repeatedly threaten to demolish long-standing slums, so they can build 

luxury hotels. These threats prevent slum dwellers from investing in their homes, which are 

typically built from substandard materials. Although these structures start to create an asset 

base for otherwise poor households, residents feel trapped, since surrounding areas consist 

of high-rent housing. Further, lack of a formal address prevents employment opportunities 

and access to government services (Grant, 2010). In some cases, slums are home to high 

rent premiums making saving for the future extremely difficult (Marx, et al., 2013). 

 

Alongside the lack of formal recognition by governments, slums also lack basic 

infrastructure, including the common amenities of drinking water and electricity, and are 
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not part of urban planning. This is the so-called “policy trap”, or extreme policy neglect 

(Marx, et al., 2013, p. 197). The poor are driven into spending a disproportionately large 

share of their income acquiring these services through other sources, like private vendors at 

high prices. “Accessibility becomes a function of ability to pay” (Grant, 2010, p. 13) rather 

than the government’s responsibility. 

 

Unlike the rest of the city, social services investment in slums is low. Grant (2010) shows 

how the lack of services increases health vulnerabilities and economic insecurity, resulting in 

poverty traps. Within slums, public schools, health care, sewage, and waste disposal services 

are all inadequate. Secondary schools are almost nonexistent. Chronic illness is 

commonplace. Road, rail and rivers are not connected to slums, leading to high transport 

costs. These peripheral areas, far from markets, have higher food prices and greater food 

insecurity (Marx, et al., 2013).  

 

Along with an insufficient living environment, slum dwellers often feel a sense of inferiority 

and exclusion. Slum dwellers face discrimination in all aspects of their life which leads them 

to less invest less in schooling and similar social mobility tools because of an expected low 

return on investment (Gupte, 2014). Inequality of opportunities, perpetuated by cultural 

and social institutions, such as financial associations, cause poor people to believe in their 

inferiority and adjust their ambitions downward. Evidence from psychology testing shows 

that when these stigmas are removed, children from slums are able to perform on equal 

terms to the rest of society (Gupte, 2014). 

 

Economic pressures also cause people to remain in urban slums. Cities are seen as bastions 

of industry; however, economic security isn’t so straightforward. Migrants from rural areas 

or from other countries, including IDPs and refugees, soon find themselves in urban slums 

without work (Grant, 2010). In general, slums do not have the economic growth found in 

other urban areas. In fact, evidence shows that while countries like Ethiopia and Bangladesh 

experience economic growth over time, living conditions in slums in these countries either 

deteriorate or remain stagnant (Marx, et al., 2013). 

 

High unemployment, job insecurity, and low wages are all components of the informal labor 

market (Grant, 2010). People may work as day laborers or as entrepreneurs in risk-intensive 

roles like recycling (Boo, 2012), but are systematically prevented from gaining capital due to 

high costs of living. Time and resources spent on travelling back and forth from the city 

center further reduce earnings. Due to households low income generation, children are 

often sent to work, preventing them from gaining an education or a childhood. This is one of 

the more studied poverty traps, as uneducated children are likely to earn less and their 

children are also likely to enter the labor market at a young age, repeating the cycle.  
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Parks (2014) demonstrates how urban slums, without the kin-based community typically 

found in rural areas, are less socially organized, resulting in high levels of crime and 

violence. Compounding this problem is “low levels of formal employment as well as health 

and sanitation conditions” (Parks, 2014, p. 1814). Urban youth are most at risk, with drug 

and alcohol use more prevalent in slums. Physical overcrowding means that threats and 

vulnerabilities, like fire, are heightened. Corrupt or absent policing further prevent social 

control (Boo, 2012).  

 

Poor people lack the capital to ensure their own security, so fear results. Children, especially 

young girls, are kept close to home and, therefore, face challenges in accessing education 

(Gupte, 2014). In response to these threats, neighborhoods often implement restrictions on 

movement or restrictions on interactions with wider urban society (Grant, 2010). These 

responses create a cycle of further isolation from the neighboring areas. Individual or 

community action is not enough to escape the poverty trap. 

 

Despite the existence of all the above factors, the right policy measures may mean that a 

poverty trap is avoided. Indeed, there are entrepreneurs who have been able to escape the 

poverty trap, like shopkeepers within the slum (Boo, 2012), but they are the exception, not 

the rule. So, how can people escape from chronic urban poverty?  

 

To overcome so many simultaneous challenges, government cooperation is needed. 

Governments can work to solve many of these poverty traps by providing legal title and 

upgrading existing settlements. Slums need to be integrated into the city, not excluded from 

it. Equally, basic services and infrastructure are important in guaranteeing a basic standard 

of living to slum dwellers (Grant, 2010). Yet, these types of policies were untaken in Paris 

and New York City in the 19th century to convert their slums into flourishing neighborhoods 

(Marx, et al., 2013). 

 

Planning laws needs to be less rigid to allow those living in slums to sell land and fix existing 

homes, which in turn promotes economic growth. Informal jobs are delicate to change and 

need to be given more protection. Political representation is made difficult as poor people 

are less organized and their illegal nature of their settlements tends to make government 

less responsive to their needs (Grant, 2010).  

 

Before policies changes can occur, the act of collecting poverty figures needs to be re-

assessed. Data collection of urban poverty has many problems (Grant, 2010; Marx, et al., 

2013; Gupte, 2014). Hard-to-reach populations may not be recorded in censuses. The urban 

poverty line being used may not be accurate; it may miss the volatility of the market. 

Populations in informal settlement fluctuate regularly as household members move to find 

work. These errors need to be corrected. 
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In summary, slums not only have high rates of poverty, but also numerous poverty traps. 

Low rates of education and informal employment cause further generations to be at a 

disadvantage. Dense, substandard housing along with low access to clean water and 

sanitation increase the likelihood for infections and pollutants; inaccessible health care 

prolongs these problems. By existing on the periphery of cities, access to schools and food 

require more time and resources to locate. Poor government representation and lack of 

visibility cause further problems. Slums do not provide the services or environment for 

residents to escape poverty. They become trapped. 
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