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What We Do in this Research

We use WID series on global income & wealth inequality and
productivity growth 1800-2025 in order to reinvestigate the
relation between equality and development, with a broader
comparative and historical perspective than previous studies

We find a strong positive association between equality & growth:
more inclusive and egalitarian societies are also more productive

We use our findings to estimate the ideal income scale (≈1-to-5)
and ideal wealth scale (≈1-to-10) for future sustainable
development trajectories 2025-2100



Of course, the compression of income & wealth scales is not 
supposed to be in itself a sufficient condition for prosperity: 
productivity growth requires investment in human capital 
(education, health), a decentralized economic system (social-
democracy rather than central planning), stable political & legal 
institutions (electoral democracy), etc.

But assuming that these other conditions are met, then equality 
appears to have a positive long-run impact on growth, in addition 
to the positive effect of human capital & other factors                     
(albeit probably of a smaller magnitude & difficult to distinguish 
empirically: one should be modest about causality & identification)



Best exemple of high-equality, high-productivity countries: Western 
Europe (DE FR GB) & esp. Nordic Europe (SE DK NO NL). Our estimates 
of ideal income & wealth scale are largely based on the analysis of the 
development trajectory of these 7 countries compared to others. 

Western & Nordic Europe: more equal than US & similar productivity 
(or higher), in spite of smaller human k expenditure (& smaller material 
footprint). Public education & health more equal & more efficient?

Western & Nordic Europe: more equal than Soviet Russia or Mao 
China, & a lot more productive. Pb with Soviet Russia or Mao China 
was central planning & authoritarian regime, not excessive equality.



Ideal income and wealth scale: simulations for the future

On the basis of comparative-historical evidence, we propose an
ideal income scale (≈1-to-5) (preliminary) and ideal wealth scale
(≈1-to-10) (in-progress) for future sustainable development
trajectories 2025-2100

Our ideal world income scale stands in the continuation of the
rise of equality in Europe 1910-2025, and is relatively close to
Nordic Europe 1990

Nothing very revolutionary: continuation of 20c European social
democracy, but with a global and sustainable 21c dimension



Outline of the talk
(1) World maps & descriptive comparative-historical evidence
on the relation between income inequality on development

(2) Assessing the social-democratic narrative: high-productivity social-
democratic Europe, the legacy of communism and colonialism, the
Europe-US comparison

(3) The limited long-run compression of the wealth scale
(as compared to the huge historical compression of the income scale)

(4) Regression results on the positive effect of equality on productivity
(less decisive in our view than descriptive-comparative evidence)



(1) World maps & descriptive comparative-historical evidence 

Basic fact 1. The most equal countries in the world in 2025 are also
the richest and most productive.
Europe, North America/Oceania: posttax income ratio T10/B50≈5 or
less vs T10/B50 ≈20-30 or more in global South

Basic fact 2. Today’s rich countries have not always been more equal:
they became more equal during 20c (especially postwar period) & this
is when they enjoyed the fastest productivity growth. I.e. this helped
them to become rich (or at the very least this did not hurt).
Ratio P99/P10 Nordic Europe: ≈50 1910 to <5 1990-2025
Ratio P99.9/P10 Nordic Europe: ≈150 1910 to <10 1990-2025
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(2) Assessing the social-democratic narrative

Basic fact: The enormous compression of income scale in
Nordic Europe did not prevent Nordic countries from
reaching the highest productivity level in the world (higher
than the US in spite of lower total public + private
expenditure in education)

Challenges to the equality narrative: the communist legacy,
and the US vs Europe comparison

















“Communism in USSR or in Mao China was a disaster. This proves
that inequality is good and that excessive equality leads to poverty”

Except that USSR was not particularly egalitarian: in the 1980s,
income scale was more compressed in Sweden (and other social-
democratic European countries) than in USSR, and Sweden had one
of the highest productivity in the world. Soviet failure was not due to
excessive equality, but rather to authoritarian political & economic
system, lack of decentralization, rigid central planning, etc.

Regarding socioeconomic equality, 20c European social-democracy
(democratic socialism) was both more radical and a lot more
successful than Russian-Chinese communism











“US is more unequal than Europe and is more productive and
innovative, therefore inequality is good”

Except that US is no longer more productive than Europe: higher US
per capita GDP is obtained only via longer working hours (and bad
well-being outcomes) and high exchange rate. If one looks at PPP
hourly productivity (NDP per work hour), then the most productive
and most equal European countries (DK DE FR GB NL NO SE) have the
same productivity as the US since the 1980s-1990s, if not higher, in
spite of lower education and health investment (public+private)

High US productivity in 19c-20c came from educational advance and
from relatively low inequality compared to Europe











(3) The Limited Long-Run Compression of Wealth Scale

Basic fact. The long-run compression of the wealth scale in rich
countries was less substantial than for the income scale (the
bottom 50% wealth has remained close to zero everywhere), but
still substantial if we look at the T10/M40 ratio or P90/P50 and
P99/P50 ratios.

In the long-run, the rise of the patrimonial middle classe (middle
40%) was arguably good for mobility and efficiency. In the future,
the same could happen with bottom 50%.
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(4) Regression results on the effect of equality on productivity 

In theory the equality effect could be either <0 (equality bad for 
incentives) or >0 (equality good for inclusiveness, e.g. via more 
extended opportunities for poor children and adults)

We use multiple specifications in order to test for b<0 or b>0 : 
Prodit = a + b Equalit + ϵit
ProdGrowthRateit = a + b Equalit + ϵit
(+ controls: education expenditure, country-fixed effects, etc.)

With Equalit = B50/T10 posttax income ratio, wealth ratio (in-progress) 



Of course cross-country regression results will always be
imperfect and disputed (and should be).

However our broad comparative-historical coverage does
deliver very robust results: equality appears to have a
positive impact on growth, in addition to the positive
effect of human capital (albeit probably of a smaller
magnitude)

At the very least, everybody should agree that high equality
(≈ Nordic Europe 1990-2025) is not necessarily bad for
prosperity & is compatible with highest world productivity













Concluding comments

Thanks to WID series on income & wealth inequality
and productivity growth 1800-2025, it is possible to
reinvestigate the relation between inequality and
growth, with a broader comparative and historical
perspective than previous studies

We find a strong positive impact of equality on
growth: more inclusive and egalitarian societies are
more productive



We use our findings to estimate the ideal income scale (≈1-
to-5) (preliminary) and ideal wealth scale (≈1-to-10) (in-
progress) for future sustainable development trajectories
2025-2100

→ This will be further developed in the context of the
Global Justice Project: the objective is to describe
counterfactual development trajectories with specific
patterns of income and wealth scale compression, labour
hours reduction, increased human capital expenditure, and
sectoral reallocation of labour, capital and trade so as to
meet sustainability and habitability targets
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