
Thank you.  
 
In this talk I am going to try and answer the first question that sprung into my mind 
when I saw the name chosen for this conference (“Evidence and Practice in an age of 
Inequality”). The question that sprung into my mind as I read the title was how much 
should aid practitioners concern themselves with inequality? And, in particular, how 
much should aid practitioners concern themselves with economic inequality? 
 
Economic inequality isn’t the only form of inequality, and I will return to this later in my 
talk, but it is, I think, the form that usually springs to mind when we hear the word 
“inequality”. It is the inequality that produces those eye-popping Oxfam factoids, and 
the inequality of recent best selling books. 
 
So the question I asked myself was, while we live in a very economically unequal world, 
is this something that should be troubling us in our day jobs, as aid practitioners and aid 
researchers? 
 
And that’s the question I am going to try and answer today. 
 
Before I move onto the talk, just to let you know, these slides as a PDF with all 
references and data sources are online and I will provide the link for downloading them 
in my final slide. 
--- 
Pikkety’s book: http://www.hup.harvard.edu/catalog.php?isbn=9780674430006 ; Stiglitz  
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book: http://www.amazon.com.au/The-Price-Inequality-Divided-Endangers-
ebook/dp/B007MKCQ30 ; Atkinson book: 
http://www.hup.harvard.edu/catalog.php?isbn=9780674504769 ;  Oxfam cite from: 
http://artsonline.monash.edu.au/acfid/ 
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To answer the question of whether aid practitioners should worry about economic 
inequality I am going to start by trying to answer an even bigger question: should 
anyone worry about inequality? 
 
As with all ‘should’ questions this is a question that requires help from philosophy if it is 
to be answered. 
 
In terms of political philosophy I am a utilitarian: that is I believe that the purpose of 
societies should be to maximise the proportion of their populations who are happy. If 
you want we can debate utilitarianism and discuss my particular take on it question 
time. For now though I will simply state it as a prior. 
 
And importantly I want to note that utilitarianism, combined with empirical evidence 
gives us very good cause to be concerned with inequality.  
 
The main cause for a utilitarian to be concerned with inequality is illustrated in the chart 
behind me. The chart is based on data drawn from the United States 2006 General Social 
Survey. I used this survey because the data were easily available and easy to work with, 
but the same finding emerges from numerous studies. Each dot on the chart is an 
income band. The X axis shows income. The Y axis happiness. 
 
And what the chart shows is that additional income contributes the most additional 
happiness for people who are comparatively poor. Additional income makes little 
difference to the happiness of the wealthy. 
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And this provides us with a nice simple reason for being concerned about economic 
inequality: the reason being that, for any given overall level of wealth, a more unequal 
country will be less efficient in turning that wealth into happiness. It will be less efficient 
because more inequality means more money going to people who will gain the least 
additional happiness from it. 
 
Now we need to be careful that we don’t take this argument too far. Aiming for perfect 
equality would almost certainly lead to a dramatic collapse in a country’s overall level of 
wealth and less happiness for everyone. However, there is no reason to think the levels of 
inequality that we see in most OECD countries at present could not be improved upon 
without causing aggregate economic harm. Indeed there is some evidence to suggest 
some reduction in inequality can actually improve overall levels of wealth. 
 
--- 
 
GSS data from: http://www3.norc.org/GSS+Website/Download/STATA+v8.0+Format/ 

A good paper in inequality and growth: Jonathan Ostry, Andrew Berg, and 
Charalambos Tsangarides. "Redistribution, Inequality, and Growth." IMF Staff 
Discussion Papers 14, no. 2 (2014). 
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Significantly for those of us working in development, the same relationship between 
income and happiness found within countries can also be seen between countries. 
Amongst the poorest countries, wealth contributes dramatically to increased overall 
national happiness, but amongst wealthier countries the impact of additional national 
wealth is considerably less. I show this here in a chart taken from a paper by Angus 
Deaton – the measure of welfare is life satisfaction, not happiness per se, but the two 
are close enough to serve for today’s talk. 
 
However the principal ramification of this slide isn’t necessarily quite what it seems at 
first glance. It is certainly true that a more equal world would be a happier one if this 
equality came about through the world’s poorest countries becoming wealthier, but it 
doesn’t follow that what we need to do to achieve this is go out and actively tackle 
economic inequality. Actually, what this slide is telling us is that to be happier the 
world’s poorest countries for the most part need to become wealthier—that is to have 
higher levels of economic growth. 
 
--- 
 

Chart from: Deaton, Angus. "Income, Health, and Well-Being around the World: 
Evidence from the Gallup World Poll." Journal of Economic Perspectives 22, no. 2 
(2008): 53-72. 
 
As a parenthetical comment:  
Also worth noting is the fact that the most sophisticated study of global inequality  
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undertaken recently, Christopher Lakner and Branko Milanovic found that, despite a rise 
in inequality within many countries, globally inequality has fallen because two of the 
world’s largest and poorest countries—China and India—have been growing very rapidly 
even as they have become more unequal. 

Lakner and Milanovic Paper: Christoph Lakner, and Branko Milanovic. "Global 
Income Distribution: From the Fall of the Berlin Wall to the Great Recession." 
World Bank Policy Research Working Papers, no. 6719 (2013). 
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The importance of economic growth, and the fact that it is more important for reducing 
poverty and increasing happiness in the world’s poorest countries is also evident in this 
chart. 
 
On the X axis I show inequality as measured by the GINI index. On the Y axis I show 
GNI/capita – a measure of national wealth. Each circle on the chart is an aid recipient 
country.  
 
Importantly, for aid practice the size of the circles on the chart reflects aid as a 
percentage of each respective recipient country’s GNI – a very crude approximation of 
the amount of leverage the aid world has over the country in question. Where the 
circles are small we are but bit players, where the circles are large our influence is larger. 
The circles coloured red are Pacific countries (highlighted because this is a region of 
particular interest for many of us). 
  
Countries over here are very unequal. Countries up here are comparatively wealthy by 
developing country standards. 
 
Countries to the top right of the chart are countries where there is the most potential 
for greater equality to reduce poverty and increase happiness. In these countries there is 
considerable wealth available, the problem is just that it is concentrated in the hands of 
too few people. Countries down the bottom of the chart, on the other hand, be they 
equal or not, are simply not wealthy enough as a whole to significantly tackle poverty 
and, through this, increase happiness. 
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And what the chart tells us, through the size of the dots and where the large ones are 
located, is that countries where aid is most significant are also the countries where 
reducing inequality alone will not be sufficient to substantially reduce poverty or, by 
inference, increase happiness.  
 
Reducing inequality is much more important in countries like Brazil and Botswana, but 
these are countries where aid is unimportant. There are some partial exceptions, but 
these are rare. 
 
What I’ve done here is comparatively primitive compared to work such as that 
undertaken by Martin Ravallion who recently published a paper examining the potential 
for redistribution to reduce poverty in selected developing countries (drawing similar 
conclusions to me) but my chart alone is sufficient to make the point: improving the 
welfare of the least well off people of our planet—the people for whom money provides 
the most happiness—is in most instances foremost a matter of increasing overall levels of 
wealth, rather than reducing economic inequality. 
 
--- 
 
GNI Per capita and aid as % of GNI data from the World Bank’s databank: 
http://data.worldbank.org/data-catalog/world-development-indicators 
GINI data from the databank, except for most Pacific Countries (for which there are no 
data in the databank). In these countries the GINI data are from: 
Asia Development Bank, 2014, Key Indicators for Asia and the Pacific 2014 45th Edition, 
page 153, online 
at:http://www.adb.org/sites/default/files/publication/43030/ki2014_0.pdf 
 
In all instances the data are from the most recent year available, which will not be the 
same year for every country. If you want to know what year it is, please email me. 
(Likewise if you want the data set).  
 

Ravallion reference: Ravallion, Martin. "A Comparative Perspective on Poverty 
Reduction in Brazil, China and India." World Bank Policy Research Working Papers 
WPS5080 (2009). 
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So what does this mean for aid practice?  
 
Should we forget about economic inequality? 
 
My answer to this question is definitely no.  
 
Economic inequality is important. One simple reason it is important is that any of the 
countries on the chart I showed before, even the poorest, will do a better job of helping 
their least well off if they grow and reduce inequality at the same time. So I’m not here 
to tell you that economic inequality does not matter, but what I want to argue in the rest 
of this talk is that, while economic inequality matters, other forms of inequality matter 
much more for aid practice. 
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One of these is Gender inequality, which I won’t dwell on here because it has been well 
covered in other sessions in the conference. I will just note in passing, however, the 
glaring gender inequalities in the country in the Pacific that I know most about: Solomon 
Islands. This is a very heavily aid dependent country, and potentially one where we could 
have an impact, and yet for the time being, politics in Solomon Islands is utterly 
dominated by men. What’s more men out number women in the formal economic 
sector. And domestic violence rates are abysmal. All this despite the fact that we have 
been giving a lot of aid to Solomon Islands for a long time. 
 
This is a conference about evidence and practice: and here is an area where we need 
much better evidence informing our practice, so that as aid actors we can do a better 
job in tackling this particular form of inequality. 
 
--- 
 
Solomons election data from: https://solomonislandselections.wordpress.com/ 
For an assessment of the problems facing women candidates in Solomon Islands 
elections see: 

Wood, Terence. "Why Can’t Women Win? Impediments to Female Electoral 
Success in Solomon Islands." Centre for Democratic Institutions Discussion Paper 
2014, no. 01 (2014). 
For a discussion of gender based violence in Solomon Islands see: 
http://www.who.int/sdhconference/resources/draft_background_paper4_solom
on_islands.pdf 
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Gender inequality is, I think it fair to argue, a form of a broader type of inequality: 
inequality of power.  
 
And the one overarching takeaway point I want to make in this talk is that while 
economic inequality matters, for development work the most important form of 
inequality is not to do with money but with power. 
 
Power cuts across all manner of development issues and development work. In the case 
of community development work for example there are a number of fascinating new 
studies examining when local imbalances of power impede aid practice. For those who 
are interested the cover of an excellent meta-review on this work is on the screen 
behind me. The review and its findings aren’t all doom and gloom when it comes to 
community development, but the findings suggest that unequal power and the potential 
for collective action to counter unequal power are often important determinants of the 
outcomes of community development work, and not yet well-enough understood. 
 
From an evidence for development practice perspective it is great that such rigorous 
research is now being undertaken, even if much more study is needed. For those of us 
who work on the Pacific though, what is less satisfying at this point in time is that very 
little equivalent research is being undertaken here. Inequalities of power within 
communities clearly matter, and we have a lot to learn. 
 
--- 

Ghazala Mansuri, and Vijayendra Rao. Localizing Development: Does Participation  
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Work? Washington DC: World Bank, 2013. 
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Then finally, speaking of inequalities of power and development practice, let’s turn 
quickly to the elephant in the room. 
 
Right now, we have a government—or at least a faction within a government—that does 
not care for aid at all: this faction does not care for giving aid, and they don’t seem to 
care how well aid is given. 
 
And here aid practitioners face substantial asymmetries of power: not only can one man 
cut an aid budget and this effect people all over the world who can’t vote in Australia, 
but even here on Australian soil, government aid money funds many Australian NGOs 
and researchers, which makes it harder for us as a development community to stand as 
a countervailing force and speak up against changes in aid. What’s more there are 
collective action problems that make it hard for us to unite as a countervailing force. 
And, adding to these challenges, is the fact that the Australian public doesn’t care that 
much about aid, which affords a difficult terrain to fight political battles on. 
 
Here is unequal power in action. Right in front of us. In a form that matters for 
development practice. And we don’t know what to do about it. 
 
And so, for a range of reasons, some to do with aid recipient countries, some to do with 
aid donor countries, my argument for you today is that, while economic inequality 
matters, the type of inequality that matters most for our work—and which we need to 
focus our learning efforts on—is actually that to do with power. 
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Thank you, that’s all I have to say. A PDF version of this talk, with full references can be 
downloaded from the following URL: http://wp.me/pSqRs-AN 
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This chart and the chart on the following slide are supplementary charts and come from 
the same data source as chart 4. 
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