
CHAPTER 

INEQUALITY 

ut is it all going to the rich? That's a natural question to ask in 

developed countries in the second decade of the 21st century, 

when economic inequality has become an obsession. Pope Francis

lod it "the root of social evil"; Barack Obama, "the defining challenge 
calle
f aT time." Between 2009 and 2016, the proportion of articles in the 

Neze York Tinmes containing the word mequality soared tenfold, reaching

sin 73: The new conventional wisdom is that the richest one percent 
have skimmed off all the economic growth of recent decades, and 

evervone else is treading water or slowly sinking. If so, the explosion of 

wealth documented in the previous chapter would no longer be worth

celebrating, since it would have ceased contributing to overall human

weltare.

Economic inequality has long been a signature issue of the left, and it 

rOse in prominence after the Great Recession began in 2007. It ignited the 

Occupy Wall Street movement in 2011 and the presidential candidacy of 

the self-described socialist Bernie Sanders in 2016, who proclaimed that 

"a nation will not survive morally or economically when so few have so 

much, while so many have so little." But in that year the revolution de-

voured its children and propelled the candidacy of Donald Trump, who 

claimed that the United States had become "'a third-world country" and 

blamed the declining fortunes of the working class not on Wall Street 

and the one percent but on immigration and foreign trade. The left and 

right ends of the political spectrum, incensed by economic inequality for 

their different reasons, curled around to meet each other, and their 

Shared cynicism about the modern economy helped elect the most radi-
cal American president in recent times. 

lds iSing inequality really immiserated the majority of citizens?

Economic inequality undoubtedly has increased in most Western coun- 
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tries since its low point around 1980, particularly in the United Stat 
other English-speaking countries, and especially in the contrastbetu 

the very richest and everyoneelse. bconomiC inequality is usually mo 

sured by the Gini coefficient, a number that can vary between o. w 

everyone has the same as everyone else, and 1, when one person hae 

everything and everyone else has nothing (Gini values generally ranoo

from.25 for the most egalitarian income distributions, such as in Scand 
navia after taxes and benefits, to 7 tor a highly unequal distribution such 

as the one in South Africa.) In the United States, the Gini index for mar. 

ket income (before taxes and benetits) rose from 44 in 1984 to 51 in 2012 

Inequality can also be measured by the proportion of total income that 

is earned by a given fraction (quantile) of the population. In the United 

States, the share of income going to the richest one percent grew from 

8 percent in 1980 to 18 percent in 2015, while the share going to the richest

tenth of one percent grew from 2 percent to 8 percent.

There's no question that some of the phenomena falling under the 

inequality rubric (there are many) are serious and must be addressed, if 

only to defuse the destructive agendas they have incited, such as aban-

doning market economies, technological progress, and foreign trade.

Inequality is devilishly complicated to analyze (in a population of one 

million, there are 999.999 ways in which they can be unequal), and the 

subject has filled many books. I need a chapter on the topic becauses 

many people have been swept up in the dystopian rhetoric and see in- 

equality as a sign that modernity has failed to improve the human con- 

dition. As we will see, this is wrong, and for many reasons.

stes and 

tween
mea- 

nen 

The starting point for understanding inequality in the context of human

progress is to recognize that income inequality is not a fundamental

component of well-being. It is not like health, prosperity, knowledge,
safety, peace, and the other areas of progress I examine in these chapters 
The reason is captured in an old joke from the Soviet Union. Igor and 

Boris are dirt-poor peasants, barely scratching enough crops from their 

small plots of land to feed their families. The only difference between 

them is that Boris owns a scrawny goat. One day a fairy appears to lgor 

and grants him a wish. Igor says, "I wish that Boris's goat shoulddie 

The point of the joke, of course, is that the two peasants have become

equal but that neither is better off, aside from Igor's indulging his 

spiteful envy. The point is made with greater nuance by the philosop 
Harry Frankfurt in his 2015 book On Inequality5 Frankfurt argues ia 
inequality itself is not morally objectionable; what is objectionabie is 
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aerson lives a long, healthy, pleasurable, and stimulating poverty. Ifa person.

how many cars they drive are morally irrelevant. Frankfurt writes

ave the same. What is morally important is that each should have 

tive if it distracts us into Killing Boriss goat instead of figuring out how 

life, then how much money the Joneses earn, how big their house is, and 

Erom the point of view ot morality, it is not important everyone should

1l g. "6 Indeed, a narrow focus on economic inequality can be destruc-

gor can get one. 

The confusion of inequality with poverty comes straight out of the 

lump fallacythe mindset in which wealth is a finite resource, like an 

antelope carcass, which has to be divvied up in zero-sum fashion, so that 

if some people end up with more, others must have less. As we just saw, 

wealth is not like that: since the Industrial Revolution, it has expanded

exponentially7That means that when the rich get richer, the poor can get 

richer, too. Even experts repeat the lump fallacy, presumably out of rhe- 

torical zeal rather than conceptual confusion. Thomas Piketty, whose 

2014 bestseller Capital in the Twenty-First Century became a talisman in 

the uproar over inequality, wrote, "The poorer half of the population are 

as poor today as they were in the past, with barely 5 percent of total 

wealth in 2010, just as in 1910."s But total wealth today is vastly greater

than it was in 1910, so if the poorer half own the same proportion, they 
are far richer, not "as poor."

A more damaging consequence of the lump fallacy is the belief that 

if some people get richer, they must have stolen more than their share 

from everyone else. A famous illustration by the philosopher Robert 

Nozick, updated for the 21st century, shows why this is wrong° Among

the world's billionaires is J. K. Rowling, author of the Harry Potter novels,

which have sold more than 400 million copies and have been adapted

into a series of films seen by a similar number of people.0 Suppose that 

a billion people have handed over $10 each for the pleasure of a Harry

Potter paperback or movie ticket, with a tenth of the proceeds going to 

Rowling. She has become a billionaire, increasing inequality, but she has 

made people better off, not worse off (which is not to say that every rich 

person has made people better off). This doesn't mean that Rowling's 
wealth is just deserts for her effort or skill, or a reward for the literacy 

dna happiness she added to the world; no committee ever judged that 

Sne deserved to be that rich. Her wealth arose as a by-product or ule 

voluntary decisions of billions of book buyers and moviegoers.

De sure, there may be reasons to worry about inequality itselt, not 

POverty. Perhaps most people are like Igor and their happiness is 
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determined by how they compare
with their fellow citizensrat 

how wel-off they are in absolute terms. When the rich pet 

her than 
too rich, 

everyone
else feels poor, so inequality lowers well-being eon t 

one gets richer. This is an old i1dea in social psychology, varioushr ai 

the theory of social comparison, 
reference groups, status anxiety,.or 

ative deprivation" 
But the idea must be kept in perspective. Imaoi 

Seema, an illiterate woman in a poor country who is village-bound has 

lost half her children to disease, and will die at fifty, as do most of # 

people she knows. Now imagine Sally, an educated person in a rich 

country who has visited several cities and national parks, has seen ha her 

children grow up, and will live to eighty, but is stuck in the lower middle 

class. It's conceivable that Sally, demoralized by the conspicuous wealth 

she will never attain, is not particularly happy, and she might even be 

unhappier than Seema, who is grateful for small mercies. Yet it would be 

mad to suppose
that Sally is not better off, and positively depraved to 

conclude that one may as well not try to improve Seema's life because it 

might improve her neighbors' lives even more and leave her no happier" 

In any case, the thought experiment is moot, because in real life Sally 

almost certainly is happier. Contrary to an earlier belief that people are

so mindful of their richer compatriots that they keep resetting their in- 

ternal happiness meter to the baseline no matter how well they are do-

ing, we will see in chapter 18 that richer people and people in richer 

countries are (on average) happier than poorer people and people in 

poorer countries. 

But even if people are happier when they and their countries get richer,

might they become more miserable if others around them are still richer 

than they are-that is, as economic inequality increases? In their well-

known book The Spirit Level, the epidemiologists 
Richard Wilkinson and 

Kate Pickett claim that countries with greater income inequality also have 

higher rates of homicide, imprisonment, teen pregnancy, 
infant mortanly

physical and mental illness, social distrust, obesity, and substance abuse 

The economic inequality causes the ills, they argue: unequal societes

make people feel that they are pitted in a 
winner-take-all competition 

dominance, and the stress makes them sick and self-destructive. 

es 

for 

The Spirit Level theory has been called "the left's new theory of every- 

thing and it is as problematic as any other theory that leaps ir 

tangle of correlations to a single-cause explanation. For one thing, . 

obvious that people are whipped into competitive anxiety Dy 

a 

not 

exis 

tence of J. K. Rowling and Sergey Brin as opposed to their own, 
loci 

vals for professional, romantic, and social success. Worse, ecOno
economically 
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ontries like Sweden and France ditfer from lopsided coun-galitarian countries like 

ries like Brazil and uth Africa in many ways other than their income 

tries 
like 

Brazil and South 

distrib
bution. The litarian countries are, among other things, richer,

bettereducated, 
hetter 

educated, better governed, and more culturally homogeneous, so 

a 
COrrelation between inequality and happiness (or any other social 

in Denmark than in Uganda. Wilkinson and Pickett's sample was re-

countries to include." Wealthy but unequal countries, such as Singapore 

8Ood good) may 
show only that there are many reasons why it's better to live 

ctricted to developed countries, but even within that sample the correla-

tions are evanescent, coming and going with choices about whichstr. 

and Hong Kong, are often socially healthier than poorer but more equal 

countries, such as those of ex-Communist Eastern Europe.

Most damagingly, the sociologists Jonathan Kelley and Mariah Evans 

have snipped the causal link joining inequality to happiness in a study

of two hundred thousand people in sixty-eight societies over three de- 

cades. (We will examine how happiness and life satisfaction are mea- 

sured in chapter 18) Kelley and Evans held constant the major factors 

that are known to affect happiness, including GDP per capita, age, sex, 

education, marital status, and religious attendance, and found that the 

theory that inequality causes unhappiness "comes to shipwreck on the 

rock of the facts" In developing countries, inequality is not dispiriting 

but heartening: people in the more unequal societies are happier. The

authors suggest that whatever envy, status anxiety, or relative depriva-

tion people may feel in poor, unequal countries is swamped by hope. 

Inequality is seen as a harbinger of opportunity, a sign that education 
and other routes to upward mobility might pay off for them and their 

children. Among developed countries (other than formerly Communist 

ones, inequality made no diference one way or another. (In formerly
Communist countries, the effects were also equivocal: inequality hurt 
C aging generation that grew up under communism, but helped or 

made no difference to the younger generations.) 
Ihe fickle effects of inequality on well-being bring up another com- 

COfusion in these discussions: the conflation of inequality with u- 
Jaries. Many studies in psychology have shown that people, including 
children, prefer windfalls to be split evenly among participants, 
everyone ends up with less overall. That led some psychologists 
t dsyndrome called inequity aversion: an apparent desire tO Spredu the wealth. But in their recent article "Why People Prefer Unequal Socie-ties" 
Bloom 

the psychologists Christina Starmans, Mark Sheskin, and Paul Bloom took ano OK another look at the studies and found that people prefer u un-
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equal distributions, both among fellow participants in the lab a 

citizens in their country, as long as they sense that the allocatior ng 

that the bonuses go to harder workers, more generous helpers, or even the 
lucky winners of an impartial iottery.""Ihere is no evidenceso far" the 

and among 

authors conclude, "that children or adults possess any general aversion t 

inequality." People are content with economic inequality as long as the 

feel that the country is meritocratic, and they get angry when they feel it 
hey 

isn't. Narratives about the causes of inequality loom larger in people's 

minds than the existence of inequality. That creates an opening for politi. 
cians to rouse the rabble by singling out cheaters who take more than 

their fair share: welfare queens, immigrants, foreign countries, bankers,
or the rich, sometimes identified with ethnic minorities 

In addition to effects on individual psychology, inequality has been 

linked to several kinds of society-wide dystunction, including economic

stagnation, financial instability, intergenerational immobility, and polit- 

ical influence-peddling. These harms must be taken seriously, but here 

too the leap from correlation to causation has been contested." Either

way, I suspect that it's less effective to aim at the Gini index as a deeply 

buried root cause of many social ills than to zero in on solutions to each 

problem: investment in research and infrastructure to escape economic

stagnation, regulation of the finance sector to reduce instability, broader

access to education and job training to facilitate economic mobility, elec 

toral transparency and finance reform to eliminate illicit influence, and 

so on. The influence of money on politics is particularly pernicious be- 

cause it can distort every government policy, but it's not the same issue 

as income inequality. After all, in the absence of electoral reform the 

richest donors can get the ear of politicians whether they earn 2 percent

of national income or 8 percent of it.20 

Economic inequality, then, is not itself a dimension of human we 

being, and it should not be confused with unfairness or with pove 

Let's now turn from the moral significance of inequality to the ques 

of why it has changed over time.

The simplest narrative of the history of inequality is that it comes 
with 

original equality, cause

then, modernity. We must have begun in a state of 

when there is no wealth, everyone has equal shares of nothing, and tri 

when wealth is created, some can have more of it than others. Inequ 
uality 

ual- 

in this story, started at zero, and as wealth increased over tine 

ity grew with it. But the story is not quite right. 
Hunter-gatherers are by all appearances highly egalitarian, 

a * 

t that 
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