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SUMMARY

One of the main objectives of the Principles for Human Rights in Fiscal Policy is 
to ensure that tax policies are designed and implemented with the human rights 
framework as a guide and foundation.

This document addresses the close relationship between economics, fiscal policy, 
and human rights. This is because there is an economic dimension to human 
rights in terms of (i) the resources needed to guarantee them and how they should 
be socially allocated for this purpose; (ii) the interactions of economic agents in 
production relations, which may have an impact on the respect, protection, and 
guarantee of human rights. On the other hand, human rights are, or should be, a 
moral parameter for the organization of economic activities. 

Despite this evident relationship, the paper starts by referring to an apparent 
dissociation between economics and human rights and ascribes it to a series of 
conceptual and methodological problems inherent to orthodox economic the-
ories. The reason being that orthodox economics focuses on concepts such as 
the “maximization of social utility”, which are often perfectly compatible with the 
deprivation of a sector of society–a consequence that is not admissible within the 
framework of human rights. In this sense, the paper reviews a series of arguments 
in tension between orthodox trends and the human rights framework, based on 
divergent positions concerning the object of analysis, social objectives, concep-
tions of social welfare, and the ideal of social justice.

Moreover, the article shows how human rights, fiscal policy, and inequality are 
linked to and conditioned by each other. By reflecting on these three elements 
in an articulated manner, the paper emphasizes both the grounding relationship 
that human rights have on fiscal policy and the potential that the human rights 
system has to condemn and combat social and economic inequality.  

Finally, the paper suggests reviewing the notions of fiscal responsibility based on 
a vision of fiscal rules that is appropriate to the human rights system. To this end, 
it starts from three pillars that should guide these rules: respect for human rights, 
compliance with the social and environmental missions established by the human 
rights framework, and the promotion of social stability.
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1.
INTRODUCTION 

Human rights are a topic often neglected among economists which seldom appears as a relevant issue for 
fiscal policy and that is usually ignored in the design of rules for the management of public budgets. This 
article seeks to investigate the reasons for this omission and to contribute to thinking about fiscal policy 
from a human rights perspective.   

Until the 1930s, nation-states had few social obliga-
tions and did not use the public budget to influence 
economic growth or reduce unemployment. Fiscal pol-
icy emerges in the 1930s as a field of study that evalu-
ates public revenue and expenditure, along with their 
macroeconomic impacts. An economic paradigm shift 
was needed to address a historical reality that could 
not be explained by existing theories and to place the 
issue of employment at the center of the debate. 

Almost one hundred years later the world is hit by a 
crisis of similar proportions in the midst of an environ-
mental crisis and growing social demands. In order 
to face the pandemic, governments resorted to fiscal 
policy to guarantee wages and jobs for formal work-
ers, income for informal workers and the unemployed, 
resources for businesses, and extraordinary budgets 
for healthcare. Fiscal policy no longer follows the tra-
ditional orthodox prescriptions, and a broad debate is 
opening on the subject.  

The current context is ideal to recover the paradigm 
created in the 1930s; not only to repeat it, but also to 
redefine fiscal policy. Unlike the 1930s, nation-states 
have taken on social responsibilities in guaranteeing 
human rights that have been threatened by growing 
social inequality, environmental crisis, unemployment 
and underemployment, as well as a crisis of sociability. 
In this sense, rethinking fiscal policy is not only to recov-
er its role in guaranteeing employment and growth, but 

also in guaranteeing post-war achievements–among 
them the Universal Declaration of Human Rights–and 
to advance in the construction of fairer societies. 

In this sense, the aim of this paper is to think the is-
sue of human rights and fiscal policy in an articulated 
manner, and with this perspective in mind, present a 
conception of fiscal policy and rules that have the pro-
gressive guarantee of human rights as their ultimate 
goal. To this end, the paper is divided into three sec-
tions. The first seeks to assess the distance between 
economic theory and the human rights approach, 
specifically pointing out incompatibilities between the 
latter approach and orthodox economics, inspired 
by methodological individualism, which explains why 
human rights approach bring issues that are difficult 
to assimilate among economists. The second part of 
the paper deals with the relationship between human 
rights, fiscal policy, and inequality and shows how these 
three topics are mutually conditioned, which justifies 
thinking of them in an articulated manner. Finally, the 
third section reviews the economic debate over fiscal 
rules and proposes a fiscal policy from a human rights 
perspective, emphasizing three pillars: respect for hu-
man rights principles, social and environmental mis-
sions, and social stabilization. In doing so, it seeks to 
redefine the idea of fiscal responsability and propose 
considerations for fiscal rules and a fiscal policy fo-
cused on guaranteeing human rights.
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2.
ECONOMICS AND HUMAN RIGHTS:  
A BRIEF APPROXIMATION OF  
DISTANT ISSUES

     2.1 Conflicts between economics and human rights 

01| Even negative human rights like freedom of speech, freedom of religion, and the right to property ultimately depend on institutions that entail 
costs and resources. 
02| The concept of orthodoxy and mainstream is used as outlined by Colander et. al (2004). "Mainstream consists of the ideas that are held by those 
individuals who are dominant in the leading academic institutions, organizations, and journals at any given time, especially the leading graduate 
research institutions. (...) Orthodoxy generally refers to what historians of economic thought have classified as the most recently dominant 'school of 
thought,' which today is 'neoclassical economics.'" (Colander et. al: 2006: 490). There are therefore, within the mainstream, schools of thought that do 
not share all the neoclassical instruments, for example, there is part of behavioral economics and "new institutional economics" that rejects the utility 
maximization hypothesis (Dequech, 2007).
03| Although some neoclassical economists admit that once efficiency is achieved, considerations of equity in resource allocation are important, these 
are considered a secondary criterion involving value judgments and subject to the trade-off between efficiency and equity, as we will see in the next 
section.

Human rights and economics are inherently connect-
ed. There is an important economic dimension to hu-
man rights with regard to: 

I. The necessary resources to guarantee such  
rights and how they can be socially allocated for this 
purpose01. 

II. The interaction of economic agents in productive 
activities that can have an impact on the respect, 
protection, and guarantee of human rights. 

On the other hand, human rights are, or should be, an 
important moral parameter in the organization of activ-
ities and of the economic system itself. As proposed by 
Balakrishnan et al. (2010), human rights standards and 
regulations provide economists with a widely accepted 
ethical language to address economic issues without 
reducing them to a simple problem of economic cal-
culation. 

Despite this relationship, there is an analytical, aca-
demic, and political distance between the two fields 
that implies a lack of understanding and indifference 
by many professionals in both areas, as well as scarce 
literature articulating both subjects. At the root of this 
distance lies a methodological  problem that separates 
the human rights approach from the orthodox eco-
nomic approach, or the neoclassical school of thought, 
which dominates mainstream economics today02.

For Branco (2009), economics and human rights do not 
share the same language and economic logic has trou-
ble incorporating these rights with some exceptions, 

such as the right to property. In fact, orthodox eco-
nomics takes a positive approach to understanding the 
allocation of scarce resources, the efficiency of which is 
achieved, with a few exceptions, by the free operation 
of market mechanisms. In this approach, in an efficient 
allocation of resources, an unequal distribution is fair 
from an economic standpoint, since each agent will 
take possession of the social product according to their 
contribution to production03. 

The human rights approach, on the other hand, follows 
normative standards that establish universal rights 
and assumes equity of access to them. This approach 
stipulates a priori that a part of the economy should 
be organized in such a way as to allocate resources 
to guarantee human rights, unlike the positive ap-
proach to economics which, in theory, does not involve  
value judgment. 

For Reddy (2011), there is a profound incompatibility be-
tween orthodox economics and the normative approach 
to human rights. Human rights advocate for a large and 
non-hierarchical set of rights–from civil and political 
rights to economic, social, and cultural rights–and soci-
ety should therefore pursue multiple goals and equally 
guarantee the full body of rights, regardless of other so-
cial goals. For orthodox economics, on the other hand, 
there is a main goal that subordinates the others: the 
efficient allocation of resources that maximizes welfare 
or social utility. Thus, trade-offs arising before this major 
objective must be judged in favor of it (Reddy, 2011). For 
example, if in a given economic model the government’s 
guarantee of the right to social security reduces the ef-
ficiency of the system, this policy should be set aside in 
favor of a more efficient economy. 
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In this context, for orthodox economics, policy alter-
natives are evaluated according to the purpose they 
achieve, and there is a certain indifference regarding 
alternative means to achieve a given result04. Social util-
ity maximization may conflict with social rights, and this 
is not necessarily a problem. For the human rights ap-
proach, on the other hand, means are important and, in 
extreme cases, a right should be guaranteed, regardless 
of the consequences it may bring about (Reddy, 2011). 

For orthodox economics there is, therefore, a hierar-
chy between the economic and the social dimension, 
or between the economic efficiency of the system and 
specific social goals. Moreover, the meaning of the 
word social refers less to a reality constructed by po-
litical action and more to the benefits of an efficient 
economic system. Social welfare should be a result of 
efficient economic allocation as opposed to merely a 
normative claim (Branco, 2009)05. 

Another aspect that marks the difference between hu-
man rights approaches and orthodox economics is the 
contrast between the fundamental objects of analysis: 
rights vs. utility. For orthodox economics, utility is a 
subjective measure of satisfaction or preference that is 
revealed by individuals’ choices derived from their en-
dowment of resources. In this language, by maximizing 
their utility consumers choose the best consumption 
basket within their budget constraints. In the human 
rights approach, however, a right must be guaranteed 
to any citizen, regardless of individual budgetary con-
straints. It is worth noting that the concept of citizen, 
with collective rights and responsibilities, which is com-
mon in the human rights language, has its parallel in 
the concept of consumer and entrepreneur, imbued 
with individual utility maximization objectives06.

For its part, the maximization of social utility is perfectly 
compatible with deprivations to individuals since this 
is an aggregation of utility maximization according to 
individual budgetary constraints07. In this context, this 
economic perspective can tolerate human rights vio-
lations such as “an optimal allocation of the housing 

04| "Promoting human rights should, therefore, institutionally guarantee that justice of means is equally as important as nobility of ends. This 
safeguard is crucial when economics is confronted with human rights, since achieving the maximum of social utility–the foundational design of 
mainstream political economy–may collide with certain individuals’ utility, that is to say their rights." (Branco, 2009: 20)
05| The so-called “welfare economics”, for example, evaluates social welfare from the aggregation of individuals’ preferences and the efficient 
allocation of resources at the microeconomic level.  In this branch of economics, there are attempts to include normative aspects, such as different 
weights for the utility of individuals according to moral criteria, as in the Rawsian utility function.
06| An example of a basic economic concept that has little dialog with human rights is the demand curve, which represents the relationship between 
the price of a commodity and the quantity of that commodity that consumers are willing to buy given individual budgetary constraints. This theoretical 
construction does not consider social needs (or demands) of those who cannot afford to purchase commodities, just as the concept of utility does not 
differentiate between what is a need and what is a desire or superfluous spending.
07| As Winslow (1993) puts forward, the neoclassical theory uses an “atomistic” ontology in which the behavior of individuals is used to explain social 
structures and individuals have qualities independent of their interaction with the social environment. Unlike the “organicist” ontology, in which the 
individual's choices are systematically affected by their relationship with the environment and their social position.
08| “For economists, the utilitarian approach to income distribution comes naturally. After all, utilitarians and economists share an intellectual 
tradition: early utilitarians, such as John Stuart Mill, were also among the early economists. (...) Indeed, once one adopts the political philosophy of 
utilitarianism, running a society becomes yet another problem of constrained optimization.” (Mankiw, 2013: 27)
09| For Becker (1957) and Friedman (1962) capitalism brings strong incentives for racial non-discrimination and the pursuit of economic self-interest 
in a free-market environment can eliminate prejudiced behavior.

market can accept a situation in which part of the pop-
ulation is homeless. Whereas, under the human rights 
perspective, it is unacceptable for anyone not to have 
decent housing conditions” (Guidolin, 2019: 8).  

In this context, the moral dimension of orthodox eco-
nomics is emptied of its substance through instru-
ments that seek to quantify the preferences of individ-
uals without judging them. The utilitarian approach can 
also lead to conflicts with human rights, since the body 
of rights must, to some extent, be subordinated to wel-
fare maximization and economic calculation08.

The neoclassical commitment to “utilitarian welfare” 
precludes the possibility of incorporating rights as in-
trinsic values in its approach, to the extent that judg-
ment between social situations must be based exclu-
sively on aggregate individual utilities (Sen, 1979). As 
we will see in the next section, the neoclassical econo-
mist may in some cases favor rights-aligned fiscal poli-
cies, such as the provision of basic education, resulting 
in a more productive labor force. But in these cases, 
the allocation of public resources to areas that guaran-
tee rights is justified on the grounds of efficiency rather 
than the recognition of rights as intrinsic values.

The neoclassical methodological framework also strug-
gles to incorporate structural aspects related to racism, 
sexism, and other forms of discrimination (Almeida, 
2018). The neoclassical discrimination theory, inspired 
by Becker (1957), limits the phenomenon to the indi-
vidual level, exogenous to the economic system, under-
stood as a market failure or a disutility that implies a 
cost for those who practice it. Thus, from the normative 
point of view, orthodox economics reinforces the idea 
of discrimination as an individual problem that can be 
solved through an “efficient” criminal system that pun-
ishes deviant conducts, with educational projects that 
reform the individual morally, and, at the very limit, 
with some affirmative action policies09. This approach, 
therefore, hardly interacts with systemic and institu-
tional aspects that naturalize forms of discrimination 
and reinforce their structural aspect. 
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Thus, the theoretical approach of orthodox economics 
moves away from the notion of social justice brought 
by the Universal Declaration of Human Rights. As 
discussed in Dardot and Laval (2016), it is a theoretical 
framework that is consistent with a vision of justice 
that values individualism as a virtue, eliminates social 
responsibilities, naturalizes inequality as a result of 
competition, and rewards fairly based on merit10.  
A vision that ultimately delegates social welfare to 
market mechanisms.

Friedrich Hayek, who had a major influence in the con-
struction of a neoliberal ideology, positioned himself 
categorically against the Declaration of Human Rights11, 
Among his arguments was the fact that positive rights, 
especially economic and social rights, undermine in-
dividual freedom since they give the state the power 
to expropriate resources from one individual to redis-
tribute them among others (Hayek, 1973). According to 

10| If the market is efficient in allocating resources and appropriately mediates between winners and losers, poverty may be undesirable, but it is not 
an injustice. “Poverty and misfortune are evils but not injustices.” (Acton (1971) Apud Hayek (1973:177)
11| “This document [Universal Declaration of Human Rights] is admittedly an attempt to fuse the rights of the Western liberal tradition with the 
altogether different conception deriving from the Marxist Russian Revolution.” (Hayek, 1998: 103)

Touchie (2005), Hayek’s attacks on the United Nations 
and the ideal of social justice stem from the idea that 
these rights weaken the liberal theoretical framework 
that is based on a negative concept of rights, in which 
the State and other individuals must refrain from inter-
fering in the actions of individuals.

Despite differences between Hayek´s theory and con-
temporary orthodox economics, both approaches 
have a greater compatibility with negative rights than 
with positive rights, with civil and political rights than 
with economic, social, and cultural rights. 

Finally, Table 1 synthesizes the arguments of this sec-
tion, which, without any pretension of exhausting the 
subject, is proposed to highlight existing conflicts be-
tween human rights and orthodox economics; the ob-
ject of analysis, the social purpose, the notion of social 
welfare, and the ideal of social justice.

Approach

Social Purpose 

Object of Analysis 

Normative approach that seeks 
universal rights requiring access 
equality.

Multifold. The economy must be 
organized so as to equally guarantee 
the body of rights, regardless of other 
social objectives

Rights. They are guaranteed 
to any citizen, regardless of 
individual budgetary constraints.

Starts from a positive approach to 
understanding allocation of scarce 
resources. 

Unique. The economy should 
be organized so as to maximize 
social utility.  

Utility. Subjective measure 
of satisfaction revealed by 
individuals’ choices based on 
their endowment of resources.

TABLE   1.  Conflicts Between Human Rights and Orthodox Economy

HUMAN RIGHTS ORTHODOX ECONOMY

Social Welfare

It is a reality built upon political 
action and must be guaranteed by 
the observance of citizens’ rights 
and duties, as well as collective 
responsibilities.

It is the result of an efficient 
allocation of resources arising 
from individual initiatives and not 
from normative claim.

Ideal of Social 
Justice Full guarantee of human rights. 

Guarantee of negative rights and 
distribution of social resources 
across competitive markets

Source: Elaborated by the author.
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    2.2 Right to Work and the Presumed Trade-off Between  
Rights and Efficiency 

12| Beyond denying the right to work, the neoclassical theory understands work as a disutility (while consumption brings utility) to be compensated 
by wages. Here we have another difference from the human rights approach, in which work is a right that everyone should have access to under 
adequate conditions and with a decent compensation.
13| Similarly, the prevailing macroeconomic policies of the last three decades privilege the goal of price stability over employment and growth, unlike 
the prevailing view in the three decades following World War II when full employment was an explicit goal of macroeconomic policy in many countries.

Among human rights, the right to work is perhaps the 
most ignored by orthodox economists and by the mo-
dus operandi of economic policies in most countries. 
This right, in its quantitative aspect, means full employ-
ment for those who are able and willing to work, and the 
obligation of society, by way of the State, to provide it. 

However, in the theoretical framework of orthodox 
economics there is a tendency towards full employ-
ment equilibrium, which is only not achieved due to ex-
ceptional situations, such as wage rigidity and market 
failures. According to Zannoni and McKenna (2014), the 
right to work is incompatible with the theoretical ac-
ceptance of the natural rate of unemployment and the 
idea that holds that any attempt to reduce the unem-
ployment rate below that established by free market 
is self-defeating, resulting only in inflation. The theory 
states that an individual who accepts the market wage 
will find a job, so unemployment becomes the individ-
ual’s problem. In this context, a societal obligation to 
the individual concerning the right to work would be 
neither necessary nor justifiable (Zannoni and McKen-
na, 2014)12.  

Consequently, policies aimed directly at securing em-
ployment fall outside of the economic policy instruments 
and give way to policies to reduce institutional rigidities 
and improve price and wage adjustment (e.g., labor mar-
ket flexibility) and to correct market failures (information 
asymmetry, non-competitive markets, etc.)13.

Even if these policies in the long run would lead the 
economy to a condition of full employment, it is evident 
that along the way the right to work would be system-
atically violated with the existence of involuntary unem-
ployment. There are also qualitative aspects of the right 
to work–and of labor rights–that are rejected by most 
economists and by labor reforms that are presented as 
an instrument to increase efficiency, but can eliminate 
or relativize rights. Confirming what was discussed in 
the previous section: the end (increased efficiency) jus-
tifies the means (deprivation of labor rights). 

At this point, we can highlight the distinction that ortho-
dox economics makes between civil and political rights, 
and economic, social, and cultural rights. Generally 
speaking, orthodox (politically liberal) economists do 
not accept the use of torture to achieve a national se-
curity objective. This is because torture is a violation of 
the right to be free from cruel and inhuman treatment 

(which deserves no exceptions). On the other hand, it 
is more acceptable to violate the right to fair pay, or to 
decent working conditions, presumably to achieve full 
employment and an efficient allocation of resources. 
This quote from Hayek–for whom complete flexibility 
in the labor market is the way to a society at full em-
ployment and the right to freedom is not affected by 
working conditions–illustrates this fact clearly: 

“(e)ven if the threat of starvation [...] impels me to 
accept a distasteful job at a very low wage, even 
if I am ‘at the mercy’ of the only man willing to 
employ me, I am not coerced by him or anybody 
else” (Hayek, 2011: 204).

With regard to the level of employment, it is worth not-
ing that there are schools of economic thought that 
reject the tendency to full employment equilibrium. 
Keynesian and Marxist/Kaleckian approaches ascribe 
the determination of employment to decentralized 
spending decisions of agents; so that economy does 
not tend toward full employment and is subject to re-
curring cycles and crises. In these approaches, the gov-
ernment plays an important role in evening out eco-
nomic cycles and ensuring the level of employment. 
The main instrument for this is fiscal policy, which can 
interfere in the level of employment through direct 
and indirect stimuli to private economic activity (public 
purchases, tax reductions, transfers, etc.) and through 
public employment programs. There is, therefore, an 
evident and little explored dialog between some eco-
nomic currents and the right to work. 

Besides the right to work, other economic, social, cul-
tural, and environmental rights may also be at odds 
with orthodox economics. Not only are these rights 
usually absent from the methodological apparatus, but 
their insertion can get in the way, that is, human rights 
can present themselves as a constraint or an institu-
tion that competes against economic efficiency. 

Within the field of orthodox economics there are sev-
eral conceptions about the guarantee of economic 
and social rights; there is almost a consensus regard-
ing public subvention to basic education–generally 
justified by positive externalities–and regarding cash 
transfer policies for the poorest–generally justified by 
market failures or by a prescriptive view that is external 
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to the methodological apparatus. However, as a rule, 
the discussion about social expenditures to guarantee 
rights in orthodox economics is surrounded by a pre-
sumed trade-off between efficiency and rights. 

This trade-off arises when, in a context of scarce re-
sources, the government must choose between inter-
fering in market mechanisms and allocating society’s 
resources to guarantee rights, or letting these mech-
anisms operate, resulting in a more efficient economy. 
Two are the main arguments supporting the trade-off; 
the first is the idea that taxing more productive peo-
ple and transferring to less productive or unproduc-
tive people discourages the overall productivity of 
the system by interfering with the incentive system14. 
The more the productivity of the individual responds 
to incentives, the greater the loss to the system. And 
the second argument points to the State’s inefficiency 
in managing public resources and providing services 
to society and reaffirms the superiority of the private 
sector–at least in competitive market environments–in 
allocating resources and providing the same services. 

14| For Mankiw (2013) in an article entitled “Defending the 1%”, there is no evidence that the rich receive more than their contribution to society, 
therefore a “forced” redistribution of resources threatens the meritocratic logic and may reduce the efficiency of the system.

There is, however, an enormous controversy surround-
ing the existence of this trade-off and the assumptions 
that market mechanisms are able to allocate resourc-
es more efficiently than the State, especially in social 
spheres. In other words, the idea that social spending 
reduces the efficiency of the system is far from be-
ing conclusively proven. In this context, Peter Lindert 
(2004) brings abundant statistical and econometric ev-
idence together with a thorough historical analysis to 
conclude that social spending does not entail efficiency 
losses and, on the contrary, may stimulate econom-
ic growth. For the author, countries with high social 
spending have historically fostered a virtuous com-
bination of fiscal policy in which tax policy and social 
spending have generated positive effects on growth, 
compensating for any productivity-discouraging effects 
pointed out in the orthodox literature. At any rate, the 
debate over the trade-off between social spending and 
efficiency will not be definitely settled since it involves 
political disputes over who will benefit from the redis-
tribution of resources and who will be affected by it 
(Lindert, 2004).
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FISCAL POLICY, HUMAN RIGHTS,  
AND INEQUALITY

15| CESR (2019), Principles and Guidelines (2020), Uprimny (2019), Corti (2019), Miguens et al. (2017), Alston & Reisch (2019), Bohoslavsky (2018), 
among others.

In addition to the analytical distance between the fields 
of economics and human rights, there is also a short-
age of studies in the economic field that connect fis-
cal policy with these rights. This relationship is more 
developed in the academy in the field of law, which 
offers studies on prescriptive principles and on the 
adequate management of the public budget to guar-
antee rights15. However, in the economic field the liter-
ature found that makes a direct association between 
human rights and fiscal policy is scarce and not very 

systematized, with important exceptions such as Chap-
arro (2014), Balakrishnan et al. (2010) and Nolan et. al. 
(2013). This scarcity of studies contrasts with the grow-
ing theoretical and empirical literature on the impacts 
of fiscal policy on inequality. In light of this, this section 
seeks to articulate human rights with fiscal policy and 
inequality; show how these three fields condition each 
other, and highlight the importance of bringing human 
rights to the center of the fiscal policy discussion. Fig-
ure 1, summarizes the discussion in this section. 

3.

Source: Elaborated by the author from elements of CESR (2019).

Figure 1. Summary of the interrelation between fiscal policy, human rights, and inequality

Human rights principles 
should guide actions to reduce 
inequalities.

Inequalities can impact human 
rights in many ways.

Human rights principles and agreements 
should condition fiscal policy.

Guaranteeing human rights requires 
resources. Therefore, fiscal policy 
choices have an impact on the 
management of rights.

Fiscal policy is distributive by nature. It 
involves decisions concerning whom to tax, 
to whom to transfer, and how to allocate 
resources to sectors that benefit certain 
groups to a greater or lesser extent.

Inequality is an important parameter for 
fiscal policy design. Additionally, inequality 
has political impacts on the correlation of 
forces and budgetary decisions.
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    3.1 How Does Fiscal Policy Impact Human Rights? 

16| The economic concept of public goods refers to goods and services of which consumption by one individual does not harm the consumption of 
the same by other individuals, for example, tangible goods– such as street lighting, sidewalks, and traffic signals–and intangible goods–such as justice, 
security, and national defense.
17| In orthodox economics the existence of market failures does not necessarily imply the need for government intervention due to the costs of 
such intervention and the so-called "government failures". There are also economic schools of thought that deny the existence of market failures, 
such as a part of Austrian economics. And Marxist and Keynesian strands usually reject the idea of “market failures” as well as the idea of market 
efficiency present in neoclassical economics, given that the economic system itself is inherently unstable and subject to cycles and crises. A good part 
of Ecological Economics makes use of market failures, in particular the need to correct negative externalities of the production system that harm the 
environment.
18| It is worth noting that this function is greatly influenced by lobby groups. An important example is the seizure of the State by large corporations, 
influencing public expenditures without evaluating the results and even influencing the drafting of budget laws, often resulting in fewer resources for 
the realization of human rights through public policies.
19| As we will see further on, an increase in inequality does not necessarily imply the violation of human rights as well as a reduction in income 
inequality does not implies a guarantee of rights.
20|The principle of equality applied to the tax field is observed through the ideas of formal and material equality. In formal tax equality everyone 
should be treated equally before the law and within the law. In material tax equality, taxpayers should be guaranteed distinct treatments, to the extent 
of their inequality and contributory capacity (Kornhauser, 1996).

Fiscal policy is an important instrument for guaran-
teeing human rights, given that all of these rights, to a 
greater or lesser extent, requires resources in order to 
be guaranteed. Furthermore, various fiscal instruments 
can impact not only the direct guarantee of rights but 
can also generate incentives or allocate resources that 
enable this guarantee. Thus, budgetary choices can be 
decisive for either the guarantee or the violation of hu-
man rights.

The impact of fiscal policy on human rights can be bet-
ter understood through three classical functions of  
fiscal policy, as proposed by Musgrave (1973): the al-
locative function, the distributive function, and the sta-
bilizing function. 

The allocative function of fiscal policy is aimed at meet-
ing public needs and arises from a recognition of the 
inefficiency of the market system in providing certain 
goods and services. In orthodox economics, this func-
tion is justified in the existence of market failures that 
prevent an efficient allocation of resources. Among 
these market failures are the existence of “public 
goods”, externalities and natural monopolies that justi-
fy the actions of the state according to the neoclassical 
methodological framework16.

Beyond market failures, the allocative function must be 
considered from the perspective of human rights. This 
is because, as discussed in the previous section, an ef-
ficient allocation can, under certain circumstances, be 
compatible with extreme inequality or human rights 
violations, without these being considered a “market 
failure”17. In other words, the violation of human rights 
from this perspective may not be considered an eco-
nomic problem and may be ignored in the design and 
execution of fiscal policy. 

The use of the allocative function of fiscal policy can 
contribute to guaranteeingthe DHESCE (economic and 
social human, cultural and environmental rights) such 
as health, education, food, basic sanitation, housing, ur-
ban infrastructure, environment, among others. Fiscal 

policy instruments may range from the direct provision 
of public services to sectorial incentives, subsidized 
credits, tax deductions, etc. As we shall see in the next 
section, it is possible to conceive a fiscal policy that is 
directed toward social missions, based on its allocative 
function18.

In turn, the distributive function of fiscal policy is that 
aimed at redistributing part of society’s income in or-
der to achieve a distribution as desired by society itself. 
It arises from the recognition of the inability of the mar-
ket to lead society to an income distribution structure 
that is considered fair or equitable (Oliveira, 2009). 

From a human rights perspective, the distributive func-
tion of fiscal policy can either promote or hinder the 
guarantee of rights; since it interferes with people’s 
income, it can also reduce or intensify market inequal-
ities, and it can deprive people of the conditions for a 
decent life. On the expenditure side, the instruments 
that perform the distributive function are public cash 
transfers to people in poverty, the unemployed, the 
elderly, people unable to work, among others, guaran-
teeing their access to rights19.

On the revenue side, the composition of tax burden 
interferes directly in market income inequality and 
can be an instrument to reduce it from a progressive 
structure in accordance with the principles of con-
tributive capacity and material equality in taxation20. 
However, the tax burden, especially when focused on 
indirect taxes, can also be regressive to the point of 
increasing income inequality and conditioning access 
to human rights.

The parameters for applying the distributive function 
of fiscal policy should be based on the concepts of 
distributive justice and what society wants in terms of 
equality. In this context, the neoclassical conception 
and the neoliberal ideology reserve a limited role for 
this function, which may distort the incentive system 
and reduce its efficiency given the unequal allocation 
of resources by the market. 
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Finally, the stabilizing function of fiscal policy attempts 
to influence the level of employment and prices. Ac-
cording to Musgrave (1973), the stabilizing function: 

“differs profoundly from the other two functions. 
Its main interest is not in the allocation of 
resources between public or private needs, or 
between alternative private needs. Rather, it 
concentrates its efforts on maintaining a high 
level of resource utilization and a stable value of 
currency” (Musgrave, 1973: 45).

This function of fiscal policy was recognized in the 
1930s when facing the effects of the Great Depression 
on employment and price levels. According to Musgrave 
(1973), the rationale for this function is simple: when 
there is involuntary unemployment, the level of public 
demand should be increased until full employment is 
achieved. When there is inflationary pressure due to ex-
cess demand, the government should adjust its expen-
ditures in order to contribute to stabilize prices.

21| General comments and other pronouncements of the UN/CESCR Committee and the Limburg and Maastricht Principles are also serving as 
guidelines for fiscal policy.
22| Similarly, the UN High Commissioner for Human Rights has noted that meeting minimum obligations “should be the first priority in budgetary and 
policy decisions” (CESR et.al., 2015).

The stabilizing function is at the heart of Keynes’ (1936) 
contribution on the impact of fiscal policy on employ-
ment and income. In exerting this function, fiscal policy 
should even out cycles and prevent crises in addition 
to seeking full employment, which, from a human rights 
perspective, is a condition for the full guarantee of the 
right to work.  And, as we will see in section 3, this func-
tion of fiscal policy can be conceived not only as em-
ployment and price stabilization, but rather as social 
stabilization in a broader sense.

By preventing economic crises and acting to reverse 
them, the stabilizing function of fiscal policy plays an 
important role in guaranteeing human rights, since 
an economic crisis tends to violate several rights. As 
pointed out by Bohoslavsky (UN, 2018): “[...] it is pre-
cisely during these periods [of economic and financial 
crisis] that the populationin particular those who are 
disenfranchised, live in poverty or at high risk of falling 
into poverty is in greatest need of State compliance 
with its obligations to respect, protect and fulfil human 
rights” (UN, 2018, p. 5).

    3.2 How Should Human Rights Condition Fiscal Policy?
As pointed out by Chaparro (2014), human rights have 
a grounding relationship to fiscal policy. Human rights 
principles and agreements should be considered as a 
foundation for the design, implementation, monitoring, 
and evaluation of fiscal policy. Like all public policies, fis-
cal policy is subject to the principles of international hu-
man rights conventions21, as can be seen in specific hu-
man rights principles present in international treaties.

Human rights principles correspond to parameters 
and guidelines applicable to fiscal policy, notably the 
principles of ensuring minimum content of rights; max-
imum use of available resources for the progressive 
realization of rights; as well as non-regression; non-dis-
crimination; transparency, social participation and ac-
countability, as described below. 

According to the provisions of the UN Committee on 
Economic, Social, and Cultural Rights (ESCR), nation 
states must ensure the satisfaction of at least the min-
imum essential levels of each right. This implies that 
each of the rights recognized in the International Cov-
enant on Economic, Social and Cultural Rights (ICESCR) 
contains a minimum of elements of immediate and 
mandatory fulfillment by the State that should be a pri-
ority in the allocation of public resources. The lack of 
or dissatisfaction with the most basic levels of rights 

constitutes strong evidence of non-compliance with 
the obligations established in the treaties22.

In the last two decades, important progress has been 
made in elucidating the content of the principle of max-
imum use of available resources. This development has 
been largely context-driven, in particular in response 
to and in an effort to avoid a repeat of the 2008 global 
financial crisis, which resulted in the adoption of aus-
terity policies with negative consequences for human 
rights. There is now broad agreement that this princi-
ple includes obligations related to the mobilization of 
available and potential resources (such as those that 
could stem from greater regulation against tax abuses 
and illicit financial flows); the allocation of resources; 
and the actual spending of resources (CESR and DeJus-
ticia, 2018).

In the progressive realization of rights, the main hu-
man rights treaties recognize that, given resource con-
straints, ESCR can be secured at their full level in a pro-
gressive manner, aiming to achieve the full realization 
of the rights in the Covenant. But they also establish 
that States must immediately adopt all appropriate 
measures, to the maximum of available resources and 
with the mobilization of new revenues, to achieve the 
full realization of rights. One of the foundations of the 



ISSU
E N

º 3

Fiscal Policy, Human Rights, and Inequality 14 

pillar of progressive realization of rights is the concept 
of non-regressivity of social rights. This concept implies 
that the adoption of deliberate and unjustified mea-
sures by national states that imply backsliding23, that is, 
measures that suppose a deterioration in the level of 
fulfillment of a right, is not allowed (David, 2018). Thus, 
these principles guide fiscal policy to sustain existing 
social achievements and to progressively advance to-
wards the guarantee of human rights.

The ICESCR regulates the principle of non-discrimina-
tion in its article 2.2 and the ESCR Committee does so in 
its General Comment No. 20, by establishing that States 
must ensure that action plans, policies, and strategies 
to combat formal and material discrimination24 in rela-
tion to the rights recognized in the Covenant exist, and 
are applied, in both the public and private sectors. Eco-
nomic policies, such as budget allocations and mea-
sures to stimulate economic growth, must ensure that 
rights are enjoyed without discrimination of any kind. 
In addition to not discriminating, states must take con-
crete, deliberate, and specific measures to ensure the 
eradication of any kind of discrimination in the exer-
cise of the rights recognized in the Covenant. In many 
cases, eliminating material discrimination will require 
devoting more resources to public policies aimed at 
historically disadvantaged groups, a focal point within 
the guarantee of a universal right (INESC, 2017). In this 
context, it should be noted that this principle points 
to the need for fiscal policy to contribute to achiev-
ing material equality among individuals and not just  
formal equality25.

The nature of rights implies the existence of mecha-
nisms to demand them and the informed participa-
tion of people in decisions that may affect their rights. 
Hence the importance of the principle of transparency, 
social participation, and accountability, applicable to 
fiscal policy. Article 19 of the International Covenant on 
Civil and Political Rights (ICCPR) states that the right to 
freedom of expression includes the freedom to seek, 

23| Fiscal consolidation measures, for example, to be in line with international human rights standards must: be temporary, strictly necessary  
and proportionate; non-discriminatory; take into account all possible alternatives, including tax measures; protect the minimum human rights content; 
and be adopted after careful consideration and genuine participation of affected groups and individuals in decision-making  
processes (DESC Committee, 2016).
24| Formal equality is equality in the law and before the law and refers to equal treatment; and material equality consists in the realization of equality 
or reduction of inequality and is linked to the idea of equal opportunity.
25| However, material equality in the field of human rights is subject to different interpretations. Concerning the discussion, there is literature on the 
nature of the concept of implicit equality in human rights principles, whether equality of opportunity or minimum content, or other types, discussed in 
texts by authors such as Sen (1979), Burchardt, T., & Hick, R. (2018), Buchanan, A. (2005), Nikolaidis, C. (2014) and Burchardt, T., & Vizard, P. (2011).

receive, and disseminate information. Similarly, article 
13 of the Inter-American Convention on Human Rights 
protects the right and freedom to seek and receive 
information. The jurisprudence of the Inter-American 
Court of Human Rights (IACHR) recognizes that access 
to information is a universal right and has expressly 
established the right to “seek and receive information” 
from the government. With regard to ESCR, economic, 
social, and cultural rights, it is essential to unite all ef-
forts at the national level to convene the participation of 
all sectors of society. “Popular participation is required 
at all stages of the process, including the formulation, 
implementation, and review of national policies.” (CESR 
et al., 2015). This means that fiscal policy, whether in 
the collection or execution of the public budget, must 
be transparent, ensure social participation in its formu-
lation and monitoring stages, and rely on effective ac-
countability of governments for the measures adopted, 
including an assessment of the impact on human rights 
of fiscal policy (Bohoslavsky, 2018). 

Moreover, the public budget, as a forum of dispute 
between different interests in society, can also be ju-
dicially challenged to control the constitutionality of 
budgetary decisions. On the revenue side, it is possi-
ble to judicially challenge regressive tax systems based 
on the principles of equality, contributive capacity, and 
material tax equality, when these are present in the 
constitutions. On the expenditure side, it is possible 
to judicially challenge the protection of rights against 
what the State can legally choose to spend or not. For 
example, in countries where the budget is authorized 
rather than mandatory, the Executive branch may de-
cide to spend or not the public resource on a budget-
ary action. However, this discretion has limits: a choice 
not to execute resources of a public policy that guaran-
tees the minimum content of a constitutional right can 
be judicially challenged and it is important to have this 
mechanism to counterbalance the branches of govern-
ment (Chaparro, 2014).

    3.3 The Relationship Between Fiscal Policy and Inequality
Fiscal policy is redistributive in nature as it benefits 
certain individuals or groups to a greater or lesser 
extent than others. Who to tax, to whom to transfer, 
and where to allocate resources are central issues that 
guide fiscal policy decisions. 

There are few fiscal policy decisions with neutral impact 
on distribution. Vaccination campaigns and national 
security are some of the rare examples in which public 
spending benefits the entire population in a relatively 
similar way. Social welfare spending, for example, tends 
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to benefit a smaller group. A tax on tobacco consump-
tion initially harms the consumers of this product, as 
well as the businessmen and traders in the field. A pub-
lic investment in the construction of a bridge particular-
ly benefits the people who travel on it or use the goods 
and services that are delivered across it.

There is substantial literature on the impact of fiscal 
policy on social inequality. On the public spending side, 
Silveira (2013), Lustig (2015), and ECLAC (2015) show 
the role of social transfers and benefits in reducing in-
equality and estimate an “extended income” by attach-
ing values to public services, such as health and educa-
tion, considering them as an indirect income transfer. 
According to the studies, these services have an enor-
mous potential for reducing inequality since they main-
ly benefit the poorest segment of the population26.  

On the revenue side, direct taxation (on income and 
wealth) tends to reduce social inequality through the 
use of progressive tax rates (Valdés, 2014). Indirect 
taxation (on the consumption of commodities, goods, 
and services), on the other hand, tends to increase in-
equality, since these taxes are regressive and affect the 
poorest relatively more, as shown by Silveira (2013).

However, apart from income, it is also essential to con-
sider the impact of fiscal policy on horizontal inequali-
ty27, that is, among culturally defined groups by gender, 
race, ethnicity, religion, region, class, etc., which can 
occur in political, economic, or social dimensions. Tax 
laws almost always reflect or even increase any eco-
nomic disparities between groups of people; they are 
very likely to reproduce existing inequalities–including 
in relation to gender-related economic inequalities (La-
hey, 2018). A tax system is considered to have an ex-
plicit gender bias when tax laws identify and treat men 
and women differently. An implicit bias, on the other 
hand, takes place when the regulations set out in tax 

26| According to ECLAC (2015), for the year 2011, the reduction of inequality through public health and education services measured in  
Latin America by the Gini index is significant (from 0.48 to 0.42), but still far below the reduction in the European Union (from 0.30 to 0.23)  
and the OECD (from 0.30 to 0.24). 
27| Concept developed in Stewart (2002).
28| In Brazil, black women proportionally pay more taxes, due to the regressive structure of the tax system (Salvador, 2012). A very low and regressive 
tax burden is also identified as the cause of ethnic inequality in Guatemala: poverty after taxes and cash transfers is higher than market income 
poverty (Cabrera, Lustig, Morán, 2015).
29| Similarly, poverty and extreme poverty are measured by absolute indicators.

law have different consequences for men and women, 
as a result of not taking into account the structural gen-
der inequalities that characterize many societies in the 
design and implementation of the regulations (Rodrí-
guez and Itriago, 2019)28.

Concerning the tax side of fiscal policy, there are specif-
ic principles that serve as guidelines, such as the prin-
ciple of vertical equity that states that taxes should be 
levied in greater proportion on taxpayers with greater 
contributive capacity and that of horizontal equity that 
points to an isonomic tax treatment among taxpayers, 
regardless of differences in income sources (Orair & 
Gobetti, 2018). 

Thus, fiscal policymaking as a whole should aim at re-
ducing inequalities, however, each aspect of fiscal poli-
cy does not necessarily need to be redistributive. There 
are other goals that can guide fiscal policy beyond the 
mere reduction of inequalities, for example, discour-
aging the consumption of goods that are harmful to 
health through taxes on products that can have a neg-
ative impact on income distribution, just as taxes on 
activities that are more harmful to the environment or 
incentives for less polluting activities can, in isolation, 
have negative distributional effects.

Beyond the grounding relationship that inequalities 
should exert on fiscal policy, there is also an important 
political relationship. Social inequality has an impact on 
the correlation of forces in the political system and thus 
on fiscal decisions. The greater the inequality, the more 
likely we are to move away from democracy and toward 
plutocracy (Milanovic, 2017). There is, therefore, a risk 
of the State and the political system being seized by 
those with more economic resources (Souza, 2018). In 
this context, fiscal policy practices are conditioned by 
social interests, class structure, and social inequalities.

    3.4 The Relationship Between Human Rights and Inequality
Extreme levels of income and wealth inequality are as-
sociated with the prevalence of extreme levels of pov-
erty, in which the vast majority of human rights can-
not be realized (Alston, 2015). Inequalities and human 
rights are two connected dimensions, but they differ 
substantively. In the economic field, academic studies 
that articulate inequality and fiscal policy do not always 
address human rights considerations. 

Studies on inequality make use of relative measure-
ments that compare levels of income, wealth, years 
of education, etc. Human rights, on the other hand, 
deal with absolute indicators, for example, having or 
not access to drinking water, food, basic sanitation, or 
a minimum income level for a decent life29. Thus, the 
violation of a human right is not necessarily captured 
by inequality indicators.
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A reduction in income inequality does not necessarily 
guarantee human rights just as an increase in inequali-
ty does not necessarily compromise them30. Therefore, 
human rights principles must guide and be articulated 
in inequality reduction policies.

Solomon (2011) argues that “the problem of global pov-
erty is not one of scarcity but of unequal distribution.” 
So much so that the human rights community has a 
pivotal role in articulating human rights norms to chal-
lenge extreme inequality as an intrinsic injustice, based 
on the principle of equality (Sakiko, 2018). 

In a different perspective, Moyn (2015) argues that 
the human rights framework holds a commitment to 
a floor of social protection rather than a ceiling to in-
equalities. For him, the realization of human rights may 
prove effective even in situations of radical inequality. 

Considering both lines of argument, Uprimny and 
Chaparro (2020) propose that while inequality itself is 
not automatically a violation of human rights norms, 
strong and undeniable empirical links can be found be-
tween high levels of inequality and disfranchisement. 
This connection makes it not only possible, but also 
necessary, to build bridges between both fields. For the 
authors, the big challenge is not in being able to say 
that income and wealth inequality has an impact on hu-
man rights, but in finding the transition point between 
these levels of inequality, where it can be said that ex-
treme inequality is an intrinsic injustice with implica-
tions for human rights (Uprimny and Chaparro: 2020). 

As for the opposite relationship, how inequalities af-
fect human rights, Uprimny and Chaparro (2020) have 
identified four mechanisms by which extreme income 
and wealth inequalities affect the realization of human 
rights, particularly ESCR. The first is the weakening of 
economic growth since inequality affects growth and 
its sustainability, which reduces low and middle-in-
come countries’ opportunities to secure rights (Ostry et 
al., 2014). The second is the reduction in redistributive 
policies: spending on social rights tends to fall when 
the gap between the middle class and the richest 10% 
widens (Schwabish et al., 2006). The third mechanism is 
the loss in the enjoyment of ESCR: in developed coun-
tries, after a certain level of GDP per capita, the greater 
the levels of inequality, the greater the loss in the en-
joyment of rights, especially ESCR. In other words, in 
ceteris paribus, the higher the levels of inequality in a 
central economy country, the lower the guarantee of 
ESCR (Wilkinson & Pickett, 2010). And finally, low so-
cial mobility, which is reflected in reduced equality of 
opportunity, one of the foundations of human rights. 

30| For example, withdrawing a public policy that benefits middle-income people to extend another public policy that benefits low-income people 
will potentially reduce the Gini index. But it may expand rights for low-income populations at the expense of reducing the rights of middle-income 
populations, ignoring the principle of universality of human rights.

Countries with more inequality at one point in time also 
experience less income mobility across generations 
(Corak, 2013).

In addition, income and wealth inequalities produce 
power inequality, with a consequent loss of the possi-
bility for claiming rights or unequal conditions to do so. 
In other words, there is tension between the principle 
of equality with equal rights and political participation 
and the existence of economic inequality (Souza, 2018).

Highly unequal societies weaken the welfare state, public 
social security systems, as well as health and education. 

“With income polarization, the super-rich come to 
the conclusion that it is better to create their own 
private systems because sharing a mass system 
with those who are substantially poorer and 
face different risks (such as a higher likelihood of 
unemployment or certain diseases) would lead 
to considerable income transfers from the rich. 
Private systems also provide better quality for the 
rich, per unit of expenditure, because they allow 
savings for the kinds of risks that the rich do not 
face. This leads to a system of ‘social separatism’, 
reflected on the growing importance of private 
health plans, private education, and private 
pensions. Once these private systems are set up, 
the rich are increasingly reluctant to pay high 
taxes because they get little benefit from them. 
This in turn leads to erosion of the tax base. The 
end result is that a very unequal or polarized 
society cannot easily maintain an extensive 
welfare state” (Milanovic, 2019).

Furthermore, inequality can also increase crime through 
a number of different mechanisms, from escalating so-
cial tensions to increasing economic returns for criminal 
activity (World Bank, 2014) and reinforcing discrimina-
tory behaviors since more unequal societies have more 
inequality-reinforcing behaviors (Durante et al., 2013).
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4.
HUMAN RIGHTS, FISCAL POLICY,  
AND FISCAL RULES 

31| Aggregate demand is a macroeconomic term that corresponds to the sum of all the demand of a country, including demand by consumers, firms, 
government, exporters, and importers. It is composed of consumption, government spending, investment, foreign demand (exports), and domestic 
demand (imports); these are the components of GDP from the demand standpoint. 
32| Automatic fiscal stabilizers are defined as the set of government revenues and expenditures associated with the economic cycle in a counter-
cyclical way. By nature, some revenues and expenditures react automatically to changes in economic activity. Thus, they reduce the magnitude of 
cycles by stimulating economic activity in periods of recession or discouraging it in periods of expansion.

We have already seen that human rights must have 
a grounded relationship to fiscal policy. Fiscal policy 
should obtain resources and channel them appropri-
ately to give effectiveness to human rights. The public 
budget should be an instrument for the realization of 
rights and not an instrument to undermine them (Cor-
ti, 2011). In other words, as the Initiative for Human 
Rights Principles in Fiscal Policy (2021) indicates, fiscal 
policy must have as its fundamental purpose the real-
ization of human rights. The hierarchy that must exist 

between human rights and fiscal policy is a hierarchy 
between objective and instrument, between purpose 
and means. 

In this context, this section aims to briefly revisit the eco-
nomic debate on the role of fiscalpolicy and fiscal regu-
lations and seek to redefine the idea of “fiscal respon-
sibility” considering that fiscal policy and its regulations 
should be geared towards guaranteeing human rights.

   4.1 The Economic Debate on the Role of Fiscal Policy and Fiscal Rules  
The pendulum of the debate about the role of fiscal 
policy goes from the idea that the government should 
permanently seek to balance the budget and eliminate 
deficits to the idea that the government should not 
seek to balance the budget but the economy, guaran-
teeing employment and growth. On the one hand, the 
emphasis on strict fiscal rules and, on the other hand, 
flexibility and discretion. This debate has repercussions 
throughout the recent history.

According to Burger and Marinkov (2012) the debate 
about fiscal rules is not a new phenomenon; the idea 
of balanced budgets was already in the writings of Da-
vid Hume as early as the 18th century and fiscal rules 
already existed before the 1929 crisis. The latter crisis 
and the economic depression inaugurated a period of 
appreciation of the role of discretionary fiscal policy, 
based on Keynesian ideas and functional finance.

For Keynes, the public budget plays a crucial role in eve-
ning out the effects of business cycles in the economy by 
compensating for insufficient private demand in periods 
of slowdown. Thus, the quest should not be for a bal-
anced budget annually or in each financial year, but to 
have a balanced economy considering the entire length 
of the economic cycle (Balassone and Franco, 2001).

The 1950s and 1960s in central countries were marked 
by the use of discretionary fiscal policy and increased 
public spending, especially social spending. The Keynes-

ian consensus on fiscal policy management proposed 
a counter-cyclical management of aggregate demand31 
and had full employment as a policy goal. Besides the 
intense use of fiscal policy and recurrent budget defi-
cits in many countries, the period is also marked by the 
reduction of public debts relative to GDP in an envi-
ronment of economic growth and low interest rates 
in countries like the U.S. and England. In addition to 
discretion, public budgets generally contained a strong 
countercyclical component associated with the distrib-
utive and allocative functions of fiscal policy, discussed 
in section 3. Public transfers and other mandatory so-
cial expenditures functioned as automatic stabilizers 
that regularized the economic cycle32. 

In this context, fiscal rules did not disappear; most 
governments still followed some kind of golden fiscal 
rule whereby borrowing was predominantly done to fi-
nance infrastructure, while current expenditures were 
financed by tax revenues (Burger and Marinkov, 2012). 

The pendulum begins to swing in the 1970s, and from 
then on, the discourse that macroeconomic policy ac-
tion should focus on price stability gains theoretical and 
political strength. Full employment is no longer among 
the objectives, in line with orthodox theory which points 
out that fiscal policy–in trying to reduce the unemploy-
ment rate–may cause disturbances and that the reduc-
tion of unemployment should be achieved by correct-
ing market failures and reducing rigidities, as discussed 
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in section I. In this context, the discussion of fiscal rules 
gains strength to limit discretion and subject the State 
to an intertemporal constraint. The Keynesian principle 
of fiscal policy as a tool to manage the business cycle is 
replaced by the idea of balanced budget through strict 
fiscal rules (Lopreato, 2006). The fiscal anchor gained 
the status of a country risk reduction factor, placing 
itself as a central piece in the effort to gain the confi-
dence of investors (Heller, 1997).

With the global financial crisis of 2008, the pendulum 
moved back to the center; the previous consensus 
was challenged and fiscal policy was once again con-
sidered a central instrument of macroeconomic policy 
(Blanchard et al., 2010). Lagarde (2019) upon assuming 
the presidency of the European Central Bank stated, 
“central banks [or monetary policy] are not the only 
players on the field, governments must cooperate by 
adopting fiscal stimulus measures to revive the Euro-
zone economy and react to the threat of populism.” 
The discussion seems to converge on a common posi-
tion: the use of fiscal policy should not be limited to au-
tomatic stabilizers and can be an effective instrument 
in particular moments of deep crisis (Lopreato, 2014).

In this context, Eyraud et al. (2018) show that there 
has been a change in the pattern of fiscal rules applied 
internationally. According to the authors, before the 
2008 crisis, the rigidity of fiscal rules made it difficult to 
enforce them in times of crisis, and recently a “second 
generation of fiscal rules” has sought to increase flex-
ibility, define escape clauses associated with the eco-
nomic cycle, and improve their enforceability.

With the Covid-19 pandemic, the year 2020 has accel-

erated the debate about the role of the State and fiscal 
policy in particular; it should potentially reinforce the 
pendulum movement that had been underway since 
the 2008 global financial crisis. With the socioeconomic 
effects of this crisis not fully overcome and the climate 
crisis reaching alarming levels, countries adopted un-
precedented fiscal and monetary expansion measures, 
with recommendations and approval even from inter-
national financial institutions. The pandemic reinforced 
the importance of flexibility in fiscal policy, as countries 
with very rigid rules lost precious time in saving lives 
while seeking mechanisms to make the pre-existing le-
gal framework more flexible.

Finally, the economic debate about fiscal rules hardly 
incorporates the human rights dimension. The vision of 
rigid fiscal policy rules exclusively subordinated to the 
vision of debt sustainability and the idea of a minimal 
State is dangerous for human rights, since it does not 
adequately recognize the role of fiscal policy in guar-
anteeing employment and mitigating economic cycles, 
much less in providing public services essential to a 
decent life. Austerity programs and fiscal consolida-
tion in response to economic crises have an uneven 
impact on the population, affecting rights and harm-
ing the most vulnerable groups (Bohoslavsky, 2019). 
Moreover, there is no evidence that this type of policy 
contributes to economic recovery. Nevertheless, the 
most widespread Keynesian view does not adequately 
incorporate the human rights dimension in fiscal policy 
either, despite conceiving this policy as a tool to reduce 
the impacts of the cycle and full employment as a legit-
imate policy goal.

   4.2 Redefining Fiscal Responsibility
A fiscal policy promoting human rights should follow three pillars: 

I. Respect human rights principles and consider their guidelines.

II. Be guided by well-defined social and environmental missions or social purposes.

III. Promote social stability, which considers employment, income, and ensuring  
the minimum content of human rights with progressive realization.

 
      A FISCAL POLICY THAT RESPECTS  
     HUMAN RIGHTS PRINCIPLES

With regard to the first pillar, fiscal policy should seek to follow the principles discussed in section 3.2 in  
accordance with specific guidelines to be considered in the formulation and execution of fiscal policy, such as 
those developed by the PD|DH|PF Initiative (2020), summarized in Table 2.
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Principles Subprinciples Guidelines Principles descriptionKind

General

TABLE  2.  Summary of Human Rights Principles and Guidelines for Fiscal Policy

1

2

4

8

5

4

Fiscal policy must have the realization of human 
rights as its ultimate goal.

National and international human rights obligations 
set limits on the discretion of states with regard to 
their fiscal policy.

Cross 
-sectional

3

5

4

6

7

8

4

5

3

9

4

5

3

5

5

States must ensure that their fiscal policy is 
socially fair.

States should respect the principles of equality 
and non-discrimination in their fiscal policy and 
incorporate differential approaches in their design 
and implementation.

States must ensure that their fiscal policy is 
environmentally sustainable.

States should promote substantive gender equality 
through their fiscal policy.

Fiscal policy should be transparent, participatory 
and accountable. People have the right to tax 
information.

Specific

8

10

9

11

12

5

4

3

4

2

4

4

4

2

3

States should take all necessary financial and fiscal 
measures to give effect to human rights within a 
sustainable fiscal framework.

States must guarantee as a priority the minimum 
content of economic, social and cultural rights in 
their fiscal policy.

States should, through their fiscal policy, mobilize 
the maximum amount of available resources to 
progressively achieve the full realization of economic, 
social, cultural and environmental rights.

States must ensure that their fiscal policy does 
not generate unjustified regression in the levels of 
protection achieved in economic, social and cultural 
rights, even in contexts of economic crisis.

States are permitted, and sometimes obliged, to 
encourage or discourage behaviors and correct 
externalities in order to guarantee human rights 
through specific tax policy instruments.

Non-state

13

14

7

4

5

2

States and the international institutions to 
which they belong should provide international 
assistance and cooperation on tax issues, 
and create an adequate global governance 
environment, in order to achieve the full 
realization of human rights.

Non-state actors, including businesses and 
intermediaries, have human rights responsibilities in 
relation to their tax behavior.

Remedies 15 53 States should establish appropriate remedies for 
human rights violations related to fiscal policy.

15 7558TOTAL

Source: PD|DH|PF Initiative (2020)
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  FISCAL POLICY GUIDED BY SOCIAL  
  AND ENVIRONMENTAL MISSIONS

33| In this context, it is essential to have a multi-year fiscal planning that is not limited by the idea of an annual balanced budget, but that 
considers fiscal sustainability based on medium-term social and economic goals and objectives.

A social and environmental mission-oriented fiscal 
policy is a way of thinking about the use of the dis-
tributive and allocative functions of this policy to 
advance the progressive guarantee of rights and re-
orient State participation in economic development 
aiming to achieve social goals desired by society. 

As Mazzucato (2018) illustrates, the idea of a mis-
sion-oriented public policy originates from the de-
velopment of technologies aligned with specific 
goals defined by the State, such as NASA’s historic 
mission that put a man on the moon. This author 
suggests adapting the idea from old goals associ-
ated with defense, nuclear energy, and aerospace 
technology to new goals, such as environmental 
technologies and social challenges. More recently, 
Mazzucato and Skydelsky (2020) propose a “new fis-
cal constitution” based on the idea of a mission-ori-
ented fiscal policy.

These authors highlight a new way of thinking about 
targeted fiscal stimuli from concrete policy goals, 
such as zero net carbon emissions, and point out 
that the process does not involve choosing winning 
and losing technologies, companies, and sectors, 
but rather picking specific problems and enabling 
solutions to emerge via a bottom-up process of ex-
perimentation and innovation (Mazzucato & Skydes-
ky, 2020). 

Going beyond the format proposed by Mazzucato 
and Skydelsky (2020), a mission-driven fiscal policy 
can highlight the purpose of guaranteeing human 
rights that fiscal policy holds. This way of thinking 
about fiscal policy values budget planning and the 
formulation of specific goals and objectives for dif-
ferent areas that shape the composition of the pub-
lic budget in a bottom-up process in which social 

challenges dictate the need to fund public policies 
that, in turn, determine the management and de-
sign of rules for fiscal policy as a whole. This revers-
es a very common rationale in fiscal policy, which 
determines from top to bottom the limits for public 
spending and revenue collection based on macro-
economic diagnoses of debt and fiscal performance.

A fiscal policy guided by human rights missions can 
be articulated with development agendas such as 
the UN’s 2030 Agenda, which, based on 17 goals 
and 169 targets, seeks to realize human rights and 
achieve gender equality (UN, 2015). Moreover, this 
can be an important component of a growth mod-
el that articulates social demands and productive 
structures, as proposed by Rossi et al. (2020). These 
authors outline a development model in which in-
come distribution and social investment are the 
drivers of economic growth and modernization of 
productive structures. 

Thinking about fiscal rules in this context means build-
ing them from the bottom up, based on the financing 
needs of each mission. To comply with the principle of 
guaranteeing the minimum content of rights, the use 
of minimum floors to ensure funding for social and en-
vironmental policies can contribute to achieving their 
goals. On the other hand, the adoption of pro-cycli-
cal rules can be an obstacle to the extent that they 
condition the financing precisely at times of greater 
need to guarantee rights and thus hinder planning 
and investment plans. Fiscal adjustments that curtail 
pre-established social resources should be avoided 
because they subvert the logic of budgetary planning 
to the extent of subordinating it to short-term objec-
tives, which often have not even proven to be effective 
in their purposes33.

The PD|DH|PF Initiative (2020) comprises 15 prin-
ciples, 58 supporting principles, and 75 guidelines 
with the objective of better establishing the rela-
tionship between fiscal policy and human rights. 
The principles interact with the universe of the hu-
man rights field and with the supporting principles, 
specifying them. The guidelines, on the other hand, 
are in dialog with the policy field, bringing specificity 
as to how to adopt measures to comply with the 
principles.

The general principles correspond to the instrumen-

tal and grounding relations between human rights 
and fiscal policy. Cross-cutting principles are those 
that must be observed by the State in the elabo-
ration and execution of every fiscal policy. Specif-
ic principles guide how the functions and steps of 
fiscal policy should be designed to be aligned with 
human rights principles and guidelines. Non-state 
principles address the responsibilities of interna-
tional institutions, international cooperation, and 
companies. Finally, the principles linked to repara-
tions guide how the State should proceed in case 
of human rights violations related to fiscal policy.. 
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  FISCAL POLICY AIMED AT SOCIAL STABILITY

34| An influential paper by Carmen Reinhart and Kenneth Rogoff (2010) identified a presumed public debt limit of 90% of the GDP, beyond 
which economic growth would be harmed. The Harvard economists’ study was embraced by economic and political analysts as an academic 
justification for austerity. However, researchers at the University of Massachusetts replicated the research and discovered spreadsheet 
errors and methodological problems, invalidating the results.
35| On the relationship between tax policy and the external balance, a fiscal stimulus that uses imported goods and services intensively can 
compromise the sustainability of this policy in case of foreign currency shortages and the need for debt in foreign currency.

The third pillar considers that the stabilizing func-
tion of fiscal policy, discussed in section 2.3, should 
go beyond its traditional Keynesian interpretation 
related to employment and price level stabilization. 
It can also incorporate the human rights dimension 
understood especially from the principle of non-re-
gression and the guarantee of minimum content. 

In this way, Musgrave’s (1973) original idea of fis-
cal policy as an element to stabilize a high level of 
resource utilization and a stable value of money is 
complemented by the responsibility to avoid back-
sliding in specific social areas, which frequently hap-
pens in times of economic crisis, but can also hap-
pen in times of growth, with full capacity utilization. 

Economic crises are associated with reduced wages, 
impoverishment, increased unemployment, and so-
cial exclusion, and they constrain access to human 
rights. Concerning health, it is precisely in times of 
crisis that the demand for public health services is 
increased while the demand for private health plans 
and services contracts. (Guidolin, 2019). Thus, a hu-
man rights-based fiscal policy should increase re-
sources for public health and other social areas in 
times of crisis and avoid fiscal austerity strategies 
that can contribute to human rights violations and 
further reinforce systemic discrimination against 
vulnerable social groups that are more affected by 
economic crises, while they are generally more ben-
efited by public transfers and services.

Setbacks in the guarantee of rights can also occur 
outside the context of economic crises; thus, the sta-
bilizing function of fiscal policy must at all times pay 
attention not only to the macroeconomic level, ag-
gregate demand, employment, and growth, but also 
to inequality and the guarantee of rights. An econo-
my at full employment that grows unevenly can har-
bor human rights violations associated with the right 
to work, difficulties in access to health, education, re-
tirement, sanitation, etc. Similarly, fiscal policy must 
also react to environmental setbacks by allocating 
the resources necessary for their remediation.

As argued in CESR (2020), the Covid-19 pandemic is 

an exceptional moment when governments adopt 
emergency measures and which also provides an 
opportunity to rethink the role of fiscal policy in the 
context of a rights-based social protection system.  

Thinking about fiscal rules in this context means 
ensuring flexibility in fiscal policy by allowing room 
for discretion and through automatic stabilizers that 
guarantee more resources for social areas in times 
of greatest need. To this end, fiscal rules must have 
well-defined escape clauses, not only for situations 
of economic crises, natural disasters, or other un-
expected events, but also in the face of changes in 
sentinel indicators of the guarantee of rights, which 
can trigger when retrogressions or violations of hu-
man rights are identified in specific areas. No fiscal 
rule should override the realization of rights. 

Besides countering the effects of the cycle in the 
short term, the stabilizing function of fiscal policy 
must also ensure the sustainability of public financ-
es in the long term. The concept of fiscal sustainabil-
ity does not possess a concerted definition among 
economists, nor a precise operational application. 
Chalk and Helmming (2000) show how fiscal sus-
tainability is commonly associated with public debt 
stabilization in the literature, but they argue that 
the concept is also used as the ability to continue 
fiscal policy without affecting the solvency of the 
State, which does not necessarily depend on stabi-
lizing public debt. The fact is that there is no ide-
al number, nor a reasonable technical explanation 
that defines an optimal or maximum level for the 
public debt. The analysis of international experience 
shows diverse levels of debt/GDP ratio and widely 
differing attitudes concerning the treatment given 
to the problem34. 

Fiscal sustainability will depend, therefore, on the 
specifics of each country, its collection capability, 
whether or not it issues debt in its own currency, 
and the relationship between fiscal policy and ex-
ternal stability35. This, however, does not mean a 
constraint for short-term fiscal stimulus or an im-
pediment to the expansion of the social functions 
of nation-states.
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Finally, there is no trade-off between fiscal and social 
responsibility. In fact, assuming the guarantee of hu-
man rights as the purpose of fiscal policy, social re-
sponsibility is not something external, but a constit-
uent part of fiscal responsibility. Budget balancing, 
debt stabilization, and reductions in public spend-

ing cannot become goals in themselves. When the 
search for fiscal surpluses conditions the guarantee 
of human rights, it becomes irresponsible fiscal pol-
icy. In this context, responsible fiscal policy must re-
spect human rights, ensure social stabilization, and 
seek the progressive realization of rights.
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