
 1 

Sustainability and Inequality 
 

By Frances Stewart1 

 

Sustainability and inequality ....................................................................................................... 1 

Introduction .................................................................................................................................. 1 

Environmental sustainability and inequality ................................................................... 2 

Inequality and strong sustainability: carbon emissions. ............................................. 3 

From distribution to sustainability ................................................................................. 4 

Inter-country inequality ...................................................................................................... 4 

Intra-country inequalities ................................................................................................ 11 

From more  sustainability to more equality ............................................................. 15 

Macro-economic stability and inequality ....................................................................... 19 

Macro instability and inequality: .................................................................................. 26 

Political Instability and Inequality .................................................................................... 26 

Complementarities, conflicts and policy implications ............................................... 29 

References ................................................................................................................................... 33 

 

 

 

 

Introduction 
 

Sustainability implies that a particular pattern of development can be sustained 

over a long period, without major disruptions.  It may apply at many levels – 

including households, communities, countries, regions and the world. 

Sustainability is popularly associated with climate issues: but many other factors 

can disrupt developments and make them non-sustainable. Here I shall focus on 

three dimensions:  economic sustainability – meaning avoidance of major 

fluctuations and macro-economic crises; political sustainability, interpreted as 

avoidance of violent conflict; and environmental sustainability interpreted as 

adopting a pattern of development which avoids dangerously rising carbon 
                                                        
1 I am grateful for extremely insightful comments from Kate Raworth. 
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emissions. The paper argues that reductions in inequality would contribute to all 

three types of sustainability. There is also the issue of whether the three types of 

sustainability are compatible – this will be considered briefly later in the paper. 

 

Inequality too can be interpreted in different ways. When considering inequality, 

important questions are: inequality of what?  (Sen 1980). And inequality among 

whom? (Stewart 2002). 

 

Income is not a good indicator of the many dimensions that determine human 

development. Basic elements of human development are health, education, and 

living standards generally, but a full account of the dimensions of human 

development goes well beyond these three elements (for a discussion of the 

multiple dimensions see  (Nussbaum 2000, Alkire 2002)  (Ranis, Stewart et al. 

2006). But to simplify the argument I shall use income inequality as it very 

broadly proxies other types of inequality, and it would complicate the argument 

to consider a range of dimensions. 

 

In terms of inequality among whom, it is helpful to differentiate three categories: 

inter-country distribution (international inequality), inter-group distribution 

within countries (horizontal inequality) and inequality among individuals within 

a country (vertical inequality).  

 

The paper is in four sections: the first (and longest) considers environmental 

sustainability and its relationship with inequality. In this section it is 

international and vertical inequality that is most relevant. The second section 

macro-economic sustainability where vertical inequality is particularly relevant; 

and the third considers political sustainability and inequality – here horizontal 

inequality is most relevant. The fourth section discusses potential conflicts and 

complementarities between the three types of sustainability and reviews some 

policy options.  

 

Environmental sustainability and inequality 
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An environmentally sustainable pattern of development is one that ensures that 

our current behaviour does not restrict the opportunities open to future 

generations. There are many aspects of the environment which are or may be 

threatened by our present economic activities, ranging from the number of 

natural species in the world,  the fertility and productivity of the soil, and so on, 

to global warming which threatens many aspects of life, including ultimately life 

itself. Here my focus is on carbon emissions as global warming is a clear and 

imminent threat to so many aspects of human life.  Moreover, many of the same 

arguments apply to other environmental threats, which, like carbon emissions, 

tend to rise with increases in incomes, especially for ‘global’ pollutants. 2 

 

 Environmental sustainability has been categorized into ‘strong’ sustainability and 

‘weak’ sustainability. Weak sustainability assumes substitutability between natural 

capital and manufactured capital. Weak sustainability can thus be assured by a 

sufficient savings rate to generate non-natural capital as a substitute for the natural 

capital that is depleted during development. (Neumayer 2010). Some substitutability 

is clearly possible –  for example, the amount of carbon emissions per unit of output 

can be reduced by investment in alternative types of energy such as solar energy,  or 

by investments in sequestration.  But the substitutability appears to be imperfect, and 

I shall therefore focus mainly on strong sustainability.3   

 

Inequality and strong sustainability: carbon emissions. 
 

Interpreting sustainability in terms of carbon emissions, it is well established that 

sustainability requires tough limits on the global total emissions; a major change is 

                                                        
2. There is some evidence of a type of Kuznets curve for local pollutants - Grossman, G. 
M. and A. B. Krueger (1995). "1995. Economic growth and the environment." Quarterly 
Journal of Economics 110: 353–377. In the case of global emissions, there is a similar 
curve for emissions per unit of output, but total emissions tend to rise with incomes. 
 
3Neumayer, E. (2010). Weak versus Strong Sustainability. Exploring the Limits of Two 
Opposing Paradigms. Cheltenham, Edward Elgar.) concludes from a survey of the 
evidence that there is limited substitutability in relation to emissions and other forms of 
pollution, but reasonable substitutability for  the inputs that go into the production of 
goods. 
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essential from current trends if we are to avoid highly dangerous global warming by 

the middle of this century. 

 

There are robust reasons for concluding that there is a two-way relationship here: on 

the one hand, less inequality would be likely to contribute to reduced carbon 

emissions by reducing the catch-up imperative that underlies the overriding drive 

for economic growth within countries and between them – indeed one can go further 

and argue that it is not likely that we could achieve a sustainable situation without a 

major reduction in inequality; on the other hand, most evidence suggests that poorer 

people and poorer countries are worse affected by the consequences of climate 

change than richer people and countries  

 

From distribution to sustainability 

Inter-country inequality 
 

In order to analyse this, a simple tautology provides a useful starting point (a 

modification of the IPAT equation of Erlich and Holdren4): 

E = P X O/P X E/O, 

i.e. total emissions (E) are equivalent to  

• Population size (P) times 

• Output per head (O/P) times 

• Emissions per unit of output (E/O). 

 

Changes in the level of emissions over time depend on changes in these three 

elements. 

 

Consequently growth of emissions can be limited by reducing/reversing growth 

of population; reducing or reversing output growth per head; and reducing 
                                                        
4 Ehrlich, P. and J. Holdren (1971 Science 171: 1212–1217.). "Impact of population 
growth." Science 171: 1212–1217. 171: 1212–1217., adapted by many including 
Commoner, B. (1972). " A bulletin dialogue on “The Closing Circle”: Response. Bulletin of 
the Atomic Scientists " Bulletin of the Atomic Scientists 28(5)( 17): 42–56, ibid., Speth, J. 
(1990). Needed: An environmental revolution in technology. A background paper 
prepared for a symposium: Toward 2000: Environment, tech- nology and the new 
century. World Resources Institute: June 13–15., World Resources Institute:, ibid.. 
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emissions per unit of output. The latter is the ‘technology’ solution.  To work 

fully (i.e. to make emissions independent of output growth) implies complete 

decoupling of growth and emissions. As a solution, it is likely to become more 

plausible over time with technological breakthroughs. But in the short to 

medium term the technology solution is not likely to be sufficient, so we need to 

focus on the first two elements.  Population growth is slowing down – and this 

will accelerate as developing countries grow, but only a massive reduction in 

global population would be enough to lead to sustainability with current growth 

patterns. Hence (without forgetting the other two elements) a major focus has to 

be on trends in growth in GDP. Reducing growth of output would involve reduced 

emissions (assuming this did not lead to a substantial slowdown in carbon-

reducing technology improvements).  This, of course, raises major political and 

policy issues, since the drive for economic growth is a near universal political 

objective, and provides the basis of global capitalism.  

 

While the simple tautology applies at a global level, it is essential to appreciate 

that there are different values of each of the elements in different parts of the 

world.  

 

Let’s divide the world into three: advanced (rich) countries (R); emerging , 

middle income, economies (E); and poor countries (P).  They differ with respect 

to each element as shown in the table below: 

 
 Population, 

billion 
O/P, $ E/O, CO2 

metric tons 
per $ of 
output 
(production) 

Total 
emissions 
of 
production, 
Kiloton  
‘000s 

E/P, or 
emissions 
per head,  
kt tons 

Rich 
countries 

1,287 34,927 0.4 14,902 11,579 

Middle 
income 

4,788 3,792 1.4 16,548 3,456 

Low income 810 515 0.7 0.229 0.3 
World 6,885 9,224 0.7 33,615 4,882 
Source WID: 2010 data. Uses World Bank classification of countries into different 
income groups. 
Table 1: The global picture of production emissions in 2010 
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The table clearly shows the current imbalances in contributions to global 

emissions.  Important conclusions from this table are: 

1. Low income countries make a negligible contribution to total emissions 

because of their very low output  levels. 

2. The total contribution of middle income countries exceeds that of the 

other two groups mainly because of the huge population in what is now 

defined as middle income countries. The per capita contribution is well 

below that of the rich countries (30%).  Moreover, the total contribution 

to carbon in the atmosphere is the outcome of the cumulation of 

emissions historically.  From this perspective the rich countries’ 

contribution is vastly greater than that of the rest of the world. Between 

1840 and 2004,  it is estimated that the currently rich countries 

accounted for almost 90% of total emissions, while China and India 

contributed almost 10% of total emissions -UNDP 2007-8, p40. 

3. Middle income countries use more carbon per unit of output than the 

other two groups.  To a considerable extent this is because material 

production has moved to these countries, for goods consumed in rich 

countries.  An accounting  of emissions by location of consumption would 

give a different picture with more emissions per person in rich countries 

and less in middle income ones. According to Davies and Caldeiro (2010), 

‘in some wealthy countries, including Switzerland, Sweden, Austria, the 

United Kingdom, and France, 30% of consumption-based emissions were 

imported’ (p5687).  

4. Over time, some convergence is occurring between rich countries and 

middle and low income countries, because of the more rapid growth of 

both output and population in middle and low income countries. (Table 

2). Rich countries emissions per unit of output are also decreasing with 

technology change and changing patterns of consumption.  We can expect 

these trends, broadly, to apply to middle and low income countries 

when/if they catch up with the rich countries. 

  



 7 

 

 

 

 

Table 2: Changes in population growth and GDP p. capita, 2010. 

 
 

 
 
 
 
 
 
 
 
 
 
Source:WDI. 
 

As growth occurs, global emissions will also grow. If low and middle income countries 

grew enough to catch up to the present level of emissions of rich countries, and 

adopted the technology used by rich countries, achieving the present level of 

emissions per unit of output of rich countries, global emissions would more than 

double.  The additional emissions on these assumptions would be 47,726 kt which is 

equivalent to 1.4 times present emissions. The present concentration of carbon in the 

atmosphere is 395 ppm – this already exceeds the safe level as estimated by most 

climate scientists5 at 350 ppm; others put the safe level somewhat higher (e.g. 450 

ppm, (Stern 2006); (UNDP 2007/8), but at present rates of growth of emissions this 

will be reached by 2030.  

 

Consequently, the catch-up scenario, on the basis of present technology, involves a 

non-sustainable level of global emissions.  

 

                                                        
5  e.g. A Safe Operating Space for Humanity. Nature 461, 472-475 (24 September 
2009); doi:10.1038/461472a; Published online 23 September 2009; Hansen, James, et 
al. Target Atmospheric CO2: Where Should Humanity Aim? Submitted April 7, 2008. 
NASA climate scientist James Hansen's paper about the 350ppm target; Hansen, James, 
et al. Target Atmospheric CO2: Supporting Material. Submitted April 7, 2008. 
 

 Population 
growth, % 
p.a., 2010 

Growth in 
GDP per 
capita, 
2010 

Rich 
countries 

0.6 2.3 

Middle 
income 

1.2 6.5 

Low-income 2.2 3.7 
World 1.2 2.8 

http://www.nature.com/nature/journal/v461/n7263/full/461472a.html
http://arxiv.org/abs/0804.1126
http://arxiv.org/abs/0804.1135
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On present trends, moreover, the rich countries’ output would also continue to grow 

and so would their emissions.  This is illustrated in Table 3 for 2000-2010 (which 

included the major recession of 2007+ and may understate likely future trends, 

especially for the rich country category which was worst affected by the recession). 
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Total carbon 

emissions (kt) 

(from 

production) 

2000 2010 Increase % increase 

High income 14,690, 775 14,901,651 201,876 1.4 

Middle income 9,204,062 16,548,474 7,344,412 79.8 

Low income 179,433 229,257 49,824 27.8 

World, 24,804,255 33,615,389 8,811,134 35.5 

Source: WDI.  

Table 3: Changing emissions from production, 2000-2010 

 

Thus, even if and after the middle and low income countries had caught up to the 

present levels of income the rich countries, they would still need to grow further to 

catch up to the output levels of the rich countries had then reached, so long as the rich 

countries had continued to grow.  Nonetheless, once convergence is achieved, we 

could assume a slowdown in growth in the regions that had caught up, as they 

confront the technological frontier, their labour surplus is exhausted, and population 

growth slows further.  With global convergence to the incomes and technologies of 

the rich countries, we might assume that technology change could reduce emissions 

radically, bringing the increase down to zero, and eventually decreasing global 

emissions.   Hence probably the biggest source of medium term unsustainable 

emissions stems from the process of catch-up. 

 

Catch-up could be achieved by reducing the incomes of the rich countries. With 

radical redistribution across countries, catch up could be achieved without any rise in 

emissions, by sharing incomes evenly across the world. Average global income is 

around $10,000, which is way above any poverty line, so this is the level that would 

be achieved by distributing income evenly across the countries of the world.  

Countries with average incomes of $10,000 include:  Costa Rica, Lebanon, Panama 

and Turkey all of which have basically eliminated poverty. A level of income of 

$10,000 per head is more than double that of middle income countries as a group, 
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and is 36% more than upper middle income countries.  Such radical redistribution 

would fulfill Raworth’s doughnut requirements – i.e a pattern of world development 

that respected environmental limits imposed by tipping points in critical Earth 

system processes and achieved the social goal of eliminated poverty in its various 

dimensions (Raworth 2012) 6. 

 

As noted earlier, average emissions per unit of output of  middle income countries are 

above those of rich countries.  Hence it might be argued that the redistribution itself 

could increase emissions (though not as much as continued growth would).  Yet, to 

the extent that the greater emissions per unit of output reflect emissions embodied in 

production and exports but not consumption, the argument would not apply since 

global consumption would be at current levels. However, its possible that 

consumption patterns of middle income countries are also somewhat more carbon 

intensive, so the redistribution would need to be accompanied by technology 

improvements to offset this.    

 

Such redistribution would not eliminate countries’ desire for further growth, but it 

would eliminate the catch-up motive for such growth.  As we shall argue below, 

sharing incomes fairly within countries would also help eliminate the catch-up 

motive within countries.  

 

While such radical redistribution is hardly likely it illustrates the role redistribution 

could play in meeting sustainability objectives.  At its heart is the proposition that a 

downward movement in the incomes of the rich countries is needed not only for the 

emissions savings this would involve, which could then be redistributed to meet the 

requirements of lower income countries, but also, and more importantly, because it 

would reduce the level of income and emissions the rest of the world insisted on for 

catch-up.  This is not just an arithmetic outcome, but also, and perhaps of greater 

relevance realistically, a political one.  Middle income countries, responsible currently 

for the major increase in emissions, are not likely to agree to any restraint in growth 

or, substantially, in emissions, so long as the rich countries continue to be so much 

richer and to be so much higher carbon emitters.  And poor countries have more 
                                                        
6 Raworth’s doughnut includes nine planetary boundaries and eleven social boundaries. 
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pressing priorities than reducing their relatively small contribution to reducing 

emissions, including advancing the health, education and nutrition of their people 

(Neumayer 2011). 

 

Another way of looking at this issue is in terms of justice. Assume that there is an 

absolute upper limit to the sustainable amount of carbon the world can emit.  A just 

solution would be to distribute this equally across countries.  

 

Equality of distribution of emissions need not imply equality of incomes, since some 

countries might be more efficient converters. So one might reformulate the objective 

as equal per capita emission rights, with the resulting income distribution the 

consequence of conversion efficiencies. Equality in emissions per person should be 

defined in terms of carbon footprint of each person’s consumption, not production. 

This solution would probably not lead to equality of incomes across countries – 

arguably countries with more human and physical capital would be able to convert 

from emissions to incomes more efficiently than those with lower human and 

physical capital stocks. But against this, one would need to consider inequality of 

historic emissions, and unequal (and consequently unfair) starting points in terms of 

physical and human capital. Allowing for all these complexities, the just distribution 

of incomes across countries would be much more equal than the present distribution. 

 

Redistribution then has an essential role to play a role in reducing the rate of growth 

of global emissions. It could do so by hugely greater restrictions on carbon emissions 

in rich countries than in the rest of the world, involving radical reductions in 

emissions in these countries, effectively redistributing emissions if not income. To 

date, this is broadly the intention (not satisfactorily realised) of current negotiations.  

These negotiations and the prospects of satisfactory outcomes would be greatly eased 

if the need for global redistribution were accepted and if some substantial 

redistribution of incomes went along with redistribution of emissions.  

 

Intra-country inequalities 
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Similar arguments apply to distribution within countries, both with respect to the 

catch-up motive for growth; and with respect to justice. 

 

Inequality within countries is a major reason why growth in incomes has to be an 

overriding goal in most countries, yet it also means that life satisfaction doesn’t rise, 

or doesn’t rise proportionately, with growth. 

 

Writing in 1931, (Keynes 1931) predicted that the economic problem (i.e. scarcity) 

would disappear after a hundred years or so. He graphically described the challenge 

this would pose for people in choosing how to live satisfactory lives, no longer 

dominated by the need to work (Keynes 1931). Yet this is far from the case even in 

rich countries. Several factors account for the continued dominance of income growth 

as the major economic objective of rich countries.  First, the drive of companies to find 

markets, combined with scientific discoveries and technological innovations, has led 

to the continuous development of new products with the result that people want 

higher incomes so to be able to consume the new products. Secondly, the behavioural 

changes Keynes pointed to as essential once the economic problem had been solved 

have not occurred: in particular the desire to accumulate wealth remains very 

powerful even among those who have enough – it is not the case that the ‘love of 

money’ has been ‘recognised for what it is, a somewhat disgusting morbidity, one of 

those semi-criminal, semi-pathological propensities which one hands over with a 

shudder to the specialists in mental diseases’, nor have people found ways to occupy 

their leisure   ‘wisely and agreeably and well’  - indeed employment is wanted in itself, 

for the occupation of time it provides and for the dignity and respect it confers, not 

just for the its monetary rewards.  But a third factor lies behind the importance of 

growth of incomes as a goal: this is the inequality in income distribution. Upper 

income groups’ consumption standards are not only higher than those of lower 

groups, but continuously improving, in many countries, currently, at a faster rate than 

standards of living of lower groups (which in fact have been stagnating in major rich 

countries – see below).  The growth in upper income groups’ consumption  provides 

the initial markets for the new products which eventually reach the mass markets; but 

by the time they do, the rich have moved on to new products.  In so far as people’s 

wellbeing is related to their position relative to others in society,  continuous growth 
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is needed even to keep in the same place.  At the same time, richer classes promote 

growth so that they can meet the demands of lower-income groups for rising incomes 

without redistribution. 

 

Research into ‘happiness’ confirms this  view . What has come to be known as the 

Easterlin paradox  states, on the basis of empirical evidence, that average happiness 

rates  in rich countries do not increase as aggregate national income grows, but within 

countries individuals’ gain happiness with increases in incomes (Easterlin 1974). 

Complementing this finding, much research shows that a person’s position relative to 

others is an important determinant of life satisfaction (Kingdon and Knight 2004, 

Knight and Gunatilaka 2011);(Graham and Felton 2006). In a situation of inequality, 

while aggregate incomes grow, people’s relative position may not improve (and may 

worsen)  consequently reducing (or eliminating) the impact of additional incomes on 

happiness.  Essentially, then, in the presence of inequality, people are continuously 

dissatisfied with their position  even when incomes rise–– because all (but those at the 

top) find they are lagging behind, and thus much of the rise in incomes (and the 

concomitant rise in emissions) is needed just to stay in the same place in terms of 

happiness. This is, of course, combined with continuous product innovation, and a 

system of marketing which constantly creates demands for the new products. 

 

For rich countries, then growth in aggregate incomes is largely dysfunctional, in that it 

increases resource use (including emissions) without increasing aggregate happiness.  

If inequality were radically reduced, much of the motive for additional incomes would 

be removed.  Moreover, non-income objectives, like standards of health and education,  

and social cohesion would be greatly improved since these are undermined by 

inequality ((Mayer 2000, Wilkinson and Pickett 2009, Cruces, Garcia Domench et al. 

2011)).  In addition, non-income dimensions of human development are generally low 

in emission content: they include many non-material aspects such as good 

relationships, cohesive societies, low levels of violence, spiritual fulfillment and so on. 

(See (Nussbaum 2000);(Ranis, Stewart et al. 2006)). 

 

The reason poor countries want growth is different from rich counties: it is not just to 

sustain the same level of ‘happiness’. Growth is wanted in order to raise living 
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standards above an unacceptable level as well as to catch up with rich countries (as 

discussed above).  Growth does generally contribute to poverty reduction even in the 

presence of inequality (Dollar and Kraay 2001) and evidence shows that measured 

happiness rates rise with rising incomes in middle income and poor countries 

(Graham 2009). But poverty reduction could be achieved much faster with 

redistribution. In fact most poor countries could eliminate poverty, as currently 

measured, by internal redistribution.  And redistribution within middle income and 

poor countries would permit the achievement of human development objectives with 

much less growth – and emissions.  This is exemplified by countries with more equal 

distribution which have lower poverty and higher human development, as measured 

by the Human Development Index. For example,  Cuba, Ukraine,  Costa Rica,  Serbia,  

and Sri Lanka. 

 

In sum, more equal distribution within countries would led to more poverty reduction 

and higher human development for any given income, thus reducing the need to raise 

income to achieve these objectives.  It would also reduce the impetus to achieve higher 

growth provided by the desire to catch up with the standards of living of richer people 

in each country. From the perspective of justice, a more equal distribution would 

ration the scarce resource – emissions – more fairly. 

 

The arguments above relate to strong sustainability. For weak sustainability (i.e. 

assuming some substitutability between physical and natural capital), sustainability 

also depends on the investment rate and its allocation.  There is little evidence to 

support the view that more equal income distribution leads to a lower investment 

rate (Alesina and Perotti 1996, Alesina and Perotti 1996); even if the rich may save 

more than the poor, with more unequal distribution government spending may be 

skewed towards social services and cash transfers to the poor and away from 

investment. Moreover, it is not just a question of the investment rate, but its 

allocation to reducing carbon emissions – and here the growth imperative, partly 

motivated by inequality as argued above, is likely to mean that more unequal 

societies allocate a lower proportion of their investment to carbon saving. Evidence 

suggests that more equal societies devote more resources to controlling local 
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pollutants, and this may also apply to policies towards emissions (Torras and Boyce 

1998). 

 

 

From more  sustainability to more equality 
 
 

There is robust evidence that the consequences of failure to achieve sustainability 

hurts poor countries and poor people more than rich countries and rich people 

(Neumayer 2011; UNDP 2007/8; United Nations Framework Convention on Climate 

Change;(CDP 2009)).  UNDP 2007-8 estimated that high-income counties faced  2% of 

the risk of being affected by natural disasters from 1980-84 and  just 1.5% from 2000-

2004 (UNDP 2007-8). Poor countries and poor people are worse affected for the 

following reasons: 

 

• Countries more dependent on agriculture are likely to be worst affected. 

And within countries, small farmers are likely to be worse affected than 

large farmers and less able to adapt7. There will be adverse effects in arid 

and semi-arid countries in Africa, which are among the poorest in the 

world. 

• Food supplies are likely to be adversely affected, with lower growth and 

more fluctuations, leading to a rise in food prices and more volatility – 

each of which affects poor people worst as they spend more of their 

incomes on food. Some of these effects can already be observed. (See 

Chart 1) 

 

 

 

                                                        
7 Most seriously affected will be those countries that depend on agriculture and 
have few opportunities for diversification. At the micro level, smallhold 
producers and others whose livelihoods depend on the exploitation of natural 
environmental resources are at greatest risk and are likely to experience a 
significant decline in their welfare’ (CDP 2009: 2). 
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Source: FAO 

 

 

 

• Low-lying countries including especially small island countries will be 

worst affected by rises in sea-level – indeed for some their very existence 

is at stake.  Among the … small island economies, … are in the categorized 

as  least developed countries. There has already been a sharp increase un 

disasters affecting small islands (CDP, 2009) 

 

0
50

100
150
200
250
300
350
400
450

19
61

19
65

19
69

19
73

19
77

19
81

19
85

19
89

19
93

19
97

20
01

20
05

20
09

20
13

Index of nominal and real food 
price movements 

Deflated real price

Nominal price



 17 

 
 



 18 

• Within countries, poorer people tend to live in areas likely to be affected 

by natural disasters (flood plains; hillsides etc.) 

• Poorer countries and poorer people have less capacity to adapt because of 

their lower resources (human and financial).  

o For example, poor countries may lack the resources to invest 

sufficiently in safeguards against flooding.  

o In poor countries, there is much more limited state insurance. And 

poor people rarely have private insurance, and they have fewer 

assets that they can run down during crises. 

o Poor people’s houses are less robust and so more vulnerable to 

hurricanes.  

o In addition, poor countries are liable to be less efficient in 

providing relief during disasters, so more people tend to be killed 

or hurt. When hurricanes sweep over Cuba and Haiti, deaths are 

invariably greater in Haiti, where housing is makeshift.  

o The IPCC concluded that ‘countries with high levels of income-

inequality experience the effects of climate change more 

profoundly than more equal societies. ‘ ((IPPC 2007) 2007; chapter 

4). One reason is that weak social cohesion (associated with high 

vertical and/or horizontal inequalities) reduces the quantity and 

quality of support systems, both state and community. 

• Measures taken to mitigate climate change or to protect a country against 

the effects of climate change often impose the largest burden on the poor, 

for example, rises in the price of fossil fuel, expenditure on which tends to 

form a larger proportion of income among poorer groups.  

• Structural changes to reduce carbon emissions tend to raise skill 

requirements at the expense of unskilled labour, again with a bias against 

poor countries and poor people.  

 

The irony, which has often been pointed out, is that poor countries and poor people 

contribute minimally to the emissions that lead to global warming, but they suffer 

disproportionately from the effects. This irony has important implications: because it 

means that those most affected are least able to do anything about it, and those whose 
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actions would make a huge difference have less incentive to take action because they 

can protect themselves from many of the adverse effects. They can turn up the air-

conditioning on their cars and houses; they can move to less affected areas; they can 

increase their insurance against natural disasters.  And it is they, not the poor, who are 

benefitting from the profits generated by growth, by polluting industries, from the 

extraction and sale of fossil fuels, from the new products, from travel by air and by car 

and so on.  

 

In conclusion, then, we have a vicious cycle:  inequality between and within countries 

makes it less likely that the world will meet the requirements of  Raworth’s doughnut, 

either in terms of environmental limits, or human development imperatives.  And this 

in turn means that environmental sustainability will not be achieved, which will 

worsen inequalities. Underlying all this is a global economy driven by the need to 

expand output in order to generate the profits owners of capital demand and the 

employment that workers need and demand.   Technically, it would be possible to 

identify an alternative economic system – the sort Keynes envisaged for the 

grandchildren of his generation. But politically this is not likely. No mainstream 

politician is even beginning to question the underlying system, despite its doomsday 

implications.  

 

 Macro-economic stability and inequality 
 

Most evidence suggests that less inequality is associated with higher growth, although 

the finding is not totally robust and has been questioned (Alesina and Rodrik 1994). 

However, there seems to be much more robust evidence that lower inequality leads to 

greater sustainability of growth. ‘We find that longer growth spells are more robustly 

associated with equality in the income distribution’. (Berg and Ostry 2011): 4. The 

effect is large: reducing inequality by 10% is estimated to increase the length of a 

growth spell by 50% (Berg, Ostry et al. 2008). The impact is considerably higher than 

the estimated effect of having better political institutions, as well as a variety of 

economic variables including the level of external debt. (Berg and Ostry 2011) – see 

diagram. 
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Figure 1: Effect of different factors on duration of growth 

 

While Berg et al provide convincing evidence that inequality is associated with 

less durable growth, (Kumhof and Ranciere 2010) have developed a model 

explaining why this is so. They have shown how in the US a sharp increase in 

inequality preceded the crises of 1929 and of 2007-8. They argue that this arises 

because middle and low-income households borrow to maintain (or increase) 

consumption, with loans from the financial sector on the basis of the assets of the 

rich. But eventually, as the debt-to-income ratio of low and middle income 

households rises, it becomes unsustainable. Inability to service debts leads to  

financial crash, and a  halt to growth.  

 

This argument has also been developed for the 2000s by Stiglitz for the US and 

by Lansley for the UK (Lansley 2011, Stiglitz 2013). In both cases, debts were 

incurred by middle and low income households to finance consumption goods 

generally and housing in particular.  Underconsumption due to a declining wage 

share in GDP, unless offset by a trade surplus, can also lead  to rising government 

deficits in order to sustain demand . In turn, this leads to an accumulation of 

government debt, which may also become unsustainable or believed to be so, 

resulting in an interruption of the growth process while governments retrench. 

The resulting crisis  leads to a recession, as governments struggle to control their 

deficits.  This is a broad description of UK policy in the 2000s.  
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A similar argument applies to the global distribution of income. Poor countries 

often borrow from rich ones in order to support investments (and consumption), 

leading to an accumulation of debt which eventually becomes unsustainable and 

debt-fuelled growth comes to a halt.  The debt crisis of the 1980s is an example. 

 

While the argument that there is a link between inequality and rising debt is 

convincing for developed countries, with their abundant financial instruments, 

and also between countries which have access to international finance, it is less 

likely to apply to poor countries own macro-developments, given their weak 

financial sectors. Such countries are, of course, affected by fluctuations in 

developed countries with large downturns there causing commodity price falls, 

reductions in remittances, in foreign direct investment and financial flows and 

remittances (Stewart 2011, Martorano, Cornia et al. 2013, Martorano, Cornia et 

al. 2014). Yet there is also evidence of a link between inequality within poor 

countries and instability in these countries (Berg and Ostry 2011). This is 

probably due to different reasons than in advanced countries since their weak 

financial sectors limit formal consumer debt. The link between inequality and 

instability in these countries may be related to low investment in human 

resources that tends to accompany high inequality, as low-income households 

limit their expenditure on education, health and food  and this makes it more 

difficult to sustain growth. In line with this argument, (Ranis, Stewart et al. 2000) 

and (Suri, Boozer et al. 2011) found that countries which had poor human 

development either experienced low growth or, if they did have a growth spurt, 

were unable to sustain it over the period 1970 to 2008. 

 

A further possible connection is through politics. High inequality may demand 

populist expenditures which can lead to lower growth (as less is spent on 

productive investments), and/or to unsustainable budget deficits. Further, high 

inequality may result in political instability and with growth-reducing effects. 

This will be considered further in the section on political sustainability.  

 

 



 22 

Some US evidence:  In the US inequality has been rising since the 1960s. ’Between 

1979 and 2007, the after-tax income for the top 1 per cent increased 275 per 

cent....For the bottom 20% the increase was only 18 per cent.’ (Stiglitz 2013): 

379).  Moreover, within the top 1%, the top 0.1% gained disproportionately, with 

about two-thirds of the rising share of the top 1% going to the top 

0.1%(Krugman 2013). Although incomes were rising over this period, average 

real wages were stagnant or falling, while wages were falling as a share of GDP 

(Figure One), particularly sharply since 1999. 

 

 
Source: (Magdoff and Foster 2013) 

Figure 2: Compensation as a % of GDP, US, 1955-2011 

 

Stiglitz convincingly argues that the worsening inequality was a major element 

leading to the financial crisis which in turn resulted in the major recession. The 

low wage share (Figure 2) meant that low and middle class households could not 

afford  to consume the goods the economy was able to generate.  In the US, this 

was not offset by an export surplus (as for example in Germany) – indeed there 

was a large import surplus for much of the time. Two types of deficit kept the 
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economy going at reasonably near full capacity: first, government deficits 

provided net demand from this sector, involving rising government debt 

potentially undermining stability. The second source of additional demand was 

provided by consumer borrowing – partly for general consumption, but mainly 

to finance housing.  As is well known mortgages were given on increasingly 

generous terms, with little regard for the borrowers’ ability to repay.   

 

 

 

 

Source: Christopher Chantrill data derived from Government 

(http://www.usgovernmentdebt.us/ )
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Figure 5: Household debt in US and UK  

 

UK evidence: In the UK income inequality has also been rising. The Gini 

coefficient for disposable income after deducting housing costs rose from 0.26 in 

1979 to 0.4 in 2008-9. (Data from the Poverty site - http://www.poverty.org.uk). 

The share of disposable income after housing costs of the bottom 10% of the 

distribution fell by 12% between 1999 and 2009, while the share of the top 10% 

rose by 38%. As in the US, there was a decline in the wage share prior to the 

crisis of 2007-8 (Figure 6) and rising consumer debt (as shown in Figure 5). 

 

http://www.poverty.org.uk/
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&docid=AcR2jD2R0muZsM&tbnid=JnqpsYM4xaHIUM:&ved=0CAUQjRw&url=http://seekingalpha.com/article/234384-the-u-k-s-impaired-lending-capacity-outlook-for-investment-opportunities&ei=P7ykUrmHI_SS0QXvsoGICg&bvm=bv.57752919,d.ZG4&psig=AFQjCNHv_nv0XL78H690DLaf59jOcfTaDw&ust=1386614122509831
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Source: http://unisonactive.blogspot.co.uk/2013/08/why-wage-share-has-

declined-and-how-to.html, accessed Dec 8 2013. 

 

Figure 6: Wage share as % of GDP , UK, 1955-2010 

 

However, in the UK, the rise in the budget deficit followed rather than preceded 

the financial crisis of 2007-8, and government debt was quite low by historic 

standards (Figure 7 and 8).  

 
Source: Eurostat 
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Figure 7: UK budget deficit as % 
of GDP 
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Source: 

http://www.ukpublicspending.co.uk/download_multi_year_1960_2012UKp_13c

1li011mcn_G0t, accessed Dec 6 2013. 

 

Macro instability and inequality:  
In summary, for both rich and poor countries, and for the global economy, it 

seems that higher inequality leads to greater macro-economic instability as rich 

countries/rich people lend to poor countries/poor people in order to sustain 

demand and political support and stability, but this eventually leads to 

unsustainable debt accumulation and economic fluctuations. 

 

Political Instability and Inequality 
 

Political instability threatens wellbeing: when political instability leads to 

violence it not only causes people physical harm (deaths and injuries) as well as 

mass migration, but also undermines the economy, makes it difficult (sometimes 

impossible) for people to produce or earn enough to sustain their families. These 

ill effects have been well documented (Stewart 2001, Collier and Bank 2003). 

Ongoing events in Syria and South Sudan provide a further and graphic 

illustration of the adverse consequences of violent conflict..  Milder forms of 
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political instability including coups, and rapid turnover of fragile governments 

are also likely to have adverse effects, but these are less well documented.  

 

What is the relationship between inequality and these forms of political 

instability?  

 

Much research has investigated the question of whether higher inequality leads 

to more violent conflict within countries.   There is strong and accumulating 

evidence that horizontal (or group) inequalities are associated with greater 

likelihood of the outbreak of civil war, on the basis of case studies and 

econometric investigations ((Gurr 1970, Stewart 2001), (Mancini 2005, Stewart 

2008);(Østby 2003, Cederman, Weidmann et al. 2011)). In contrast, on balance 

the evidence does not support a connection between vertical inequality and civil 

war (Fearon and Laitin 2003, Collier and Hoeffler 2004), although (Auvinen and 

Nafziger 1999, Nafziger and Auvinen 2000) found a weak connection. High 

vertical inequality is more likely to be associated with high levels of criminality 

((Bourgignon 2001) (Fajnzylber, Lederman et al. 2002)).  

 

Horizontal inequalities lead to violence because people often mobilise behind a 

common identity (frequently, ethnicity or religion) and such mobilisation can be 

stimulated by sharp HIs. There is less potential for mobilisation with high VI, but 

there are peasant and caste movements which unify and mobilise the deprived.  

The inequalities then are a form of group inequality with the common identity 

that mobilises people being based on  class or caste. 

 

Empirical analysis showing a correlation between horizontal inequalities 

includes the work of Østby who shows a significant rise in the probability of the 

onset of conflict across countries, for countries with severe social and economic 

HIs, for 1986-2003(Østby 2008).  In her models she defines groups alternatively 

by ethnicity, religion, and region and finds a significant relationship between HIs 

and the onset of violent conflict for each definition. Social HIs are measured by 

average years of education and economic HIs by average household assets. The 

effect of HIs is quite high: the probability of conflict increases threefold when 
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comparing the expected conflict onset at mean values of all the explanatory 

variables to a situation where the extent of horizontal inequality of assets among 

ethnic groups is at the 95th percentile.  

 

Other statistical cross-country work supporting this relationship includes Gurr’s 

successive studies of relative deprivation and conflict (Gurr 1993); (Gurr and 

Moore 1997)), and Barrows’ investigation of sub-Saharan African countries in of 

the 1960s. Gurr finds a positive relationship across countries between minority 

rebellion and protests and relative deprivation, defined in economic, political 

and cultural terms. (Barrows 1976) finds that horizontal inequalities showed a 

consistently positive correlation with political instability across 32 sub-Saharan 

African countries in the 1960s, with measures of inequality including share of 

political power and socioeconomic variables.   

 

There are also intra-country studies showing a positive relationship between the 

level of HIs and the incidence (or intensity) of conflict. Mancini uses district-level 

data to examine the relationship between HIs and the incidence of conflict in 

districts in Indonesia (Mancini 2005). After controlling for a number of 

intervening factors including population size, ethnic diversity and economic 

development, he finds that horizontal inequality in child mortality rates and its 

change over time are positively (and significantly) associated with the 

occurrence of deadly ethno-communal violence. Results also suggest that violent 

conflict is more likely to occur in areas with relatively low levels of economic 

development and greater religious polarization. Standard measures of (vertical) 

income inequality as well as other purely demographic indicators of ethnic 

diversity are found to have no significant impact on the likelihood of communal 

violence. 

 

Studies in other conflict-ridden countries have found that the intensity of conflict 

is related to HIs. In a study of the Moro rebellion in southern Philippines, 

(Magdalena 1977) finds relative deprivation of Muslims measured in terms of 

differential returns to education, strongly related to the intensity of the conflict. 

In Nepal, Gates and (Murshed and Gates 2005) using a ‘gap’ measure of human 
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development, find strong econometric support for a relationship between 

regional deprivation and the intensity of the Maoist rebellion across districts. A 

subsequent study by (Do and Iyer 2006) replicates the finding of a relationship 

between regional deprivation and the intensity of conflict– in this case measured 

by the regional poverty rate and the literacy rate – and also find that caste 

polarization has an additional impact on conflict intensity. 

 
Research indicates that HIs are particularly likely to provoke conflict where 

there are both economic and political inequalities simultaneously in the same 

direction ( Stewart 2008, Cederman et al 2011, Ostby 2008), since in those 

circumstances leaders have an incentive to mobilise, because of political 

exclusion while socio-economic inequalities provide an incentive for people to 

moblise. There is also evidence that horizontal inequalities are associated with 

other forms of group violence, including milder types such as riots (Blau and 

Blau 1982) and horrendous forms like genocide ((Fein 1993) (Harff 2003), 

(Stewart 2013). Some work too links gender inequality to domestic violence 

((Bailey and Peterson 1995, Yodanis 2004).  The relationship between HIs and 

conflict provides a strong motive for action to correct such inequalities, even 

among people who are not concerned with equity.  

 

Although large scale civil war does not seem to be associated with vertical 

inequalities, some forms of political instability have been found to be associated 

with vertical  inequality. For example, Alesina and Perotti (1996) developed an 

index of political instability, including successful and unsuccessful coups, 

political assassinations and deaths with political causes and found an association 

with vertical inequality for 71 countries for 1960-1985.  An association between 

deaths from political violence and the share of income of the top 20% was also 

found by Muller 1985 for the period 1958-1977. 

 

 

Complementarities, conflicts and policy implications 
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The discussion above has suggested that inequality can impede sustainability in 

three different ways:   

• With high inequality it will be (and is proving to be) extremely difficult 

to achieve a sufficient reduction in carbon emissions to prevent 

dangerous global warming.  This arises primarily because of the strong 

catch-up motive within and between nations that applies where there is 

inequality, since this leads to a drive for growth, more or less 

irrespective of the carbon consequences.  Acceptance of tough carbon 

restrictions is unlikely without much more equality between countries 

and within them.  A fair distribution of the world’s limited resource 

(carbon emission rights) implies a much more equal distribution. 

Reverse causality occurs here: inequality is worsened by the 

consequences of non-sustainable growth – the climatic and other 

hazards have been shown to affect poor nations and poor people  worse 

than rich people and rich nations. Thus a vicious cycle ensues with more 

inequality leading to less sustainable strategies and this in turn resulting 

in rising inequality. 

• Inequality within and between nations also contributes to instability of 

the macro-economy because it tends to lead to rising debt levels among 

poorer people and nations in their attempts to keep up with the 

standards of richer people and nations, and eventually the accumulation 

of debt becomes non- viable because of the rising debt service and this 

in turn results in a financial crash and instability in the macro-economy 

((Stiglitz 2012)). There is not strong evidence of reverse causality here. 

• Political instability (and associated economic instability) has also been 

shown to be correlated with inequality. Empirical evidence shows that 

the risk of civil war rises with horizontal inequalities, while political 

instability more generally (including coups, strikes, assassinations) is 

associated with high vertical inequality.  Again reverse causality is not 

systematically in evidence. In some conflicts, horizontal inequalities get 

large but in others they narrow, depending on the location of the 

conflict. 
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Thus sustainability of all three types is likely to be enhanced by reduced 

inequality. But we also need to consider the impact of one type of sustainability 

on another.  There are conflicts as well as complementarities: 

• One possible conflict between types of sustainability, is that the higher 

growth, which is likely to be associated with fewer and more moderate  

fluctuations in the macro-economy, may worsen the emission situation, 

unless accompanied by strong technological innovations and adoption 

• Political sustainability is likely to support macro-economic sustainability, 

and conversely.   

•  But political sustainability (the absence of conflict), even more than 

macro-economic stability, is likely to raise growth and consequently 

emissions.  

• Yet, a context of political stability and sustained growth may make it 

easier to impose carbon-restricting measures. Political instability is likely 

to make technological and policy innovations of a environment-protecting 

nature less likely 

 

For the most part, it seems likely that the complementarities between the three 

types of sustainability outweigh potential conflicts. Political and economic 

stability is likely to provide a favourable policy-context for taking responsible 

environmental decisions. Where societies face strong divisions, they are likely to 

put less weight on global and national public goods, than where resources are 

more evenly distributed and tensions and conflicts are consequently less.  The 

ideal is a politically stable society with few economic fluctuations where people 

give significant weight to environmental objectives.  Such a society is likely to be 

one with much less inequality between people, groups or nations, than currently 

prevails. 

 

 

The overall conclusion of this essay is that  a substantial reduction in inequality 

is needed to support stability of all three kinds. This implies radical action at 

national and global levels. To realise the type of root and branch equalization of 

welfare across and within nations, described above,  a revolutionary programme 
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would be needed, involving massive asset redistribution and a reframing of the 

way incomes are earned.8  Since the political conditions for this are non-existent, 

I do not explore this further here, but rather touch on a more modest agenda – 

pointing to the type of programmes that would be needed to push the world in 

the direction of a more equal distribution. 

 

It is noteworthy that the burgeoning literature on inequality has devoted very 

little space to analyzing policies. Yet across the world at different times, a 

considerable range of effective policies to bring about greater equality have been 

adopted.  A careful cataloguing and evaluation of these policies is needed. These 

policies include: 

 

Within nations, policies to improve primary as well as secondary distribution. 

Primary distribution can be made more equal by raising minimum wages and 

introducing restrictions on maximum pay, as well as by affirmative action to 

reduce group inequalities. These policies need to be supported by policies to 

achieve much more equal distribution of capital – human capital, through the 

education and health systems, and physical and financial capital through the 

redistribution of land and other assets.  Social capital should also be made more 

equal by providing opportunities for people to intermingle in terms of their 

housing location, their schooling and other facilities.  

 

The fiscal system can potentially make a large contribution to improving 

secondary distribution – both by taxing the wealthy (on assets as well as 

incomes) and by subsidizing the poor (by cash transfers etc.). In addition, 

publically provided services – evenly distributed across the population in terms 

of quality as well as quantity – can make a major contribution to improving the 

distribution. 

 
                                                        
8 Many radical philosophers and political activists have explored the sort of reframing 
required – including, for example, the UK 17th century Levellers, and 18th and 19th 
century socialists, such as ,  Proudhon, Marx, Robert Owen, William Morris, Henry 
George, and many others. Ideas abound, although they would need to be adapted to 21st 
century conditions, and in particular for the reframing to apply across nations as well as 
within them. But in general, it is not ideas, but political support that is lacking. 
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In principle, national democratic governments could be expected to support 

redistributory policies, since the majority of the population would gain from 

them. Yet typically this is not the case, for a variety of reasons – because of the 

power of corporate interests in determining opinion and decisions (including by 

financing political parties); and because the middle income groups fear that 

redistribution would be at their expense and not at that of the rich (Wade 2014).  

 

Global redistribution presents even more of a challenge because of the absence 

of a global government. In this situation, even though the vast majority of people 

in the world would gain by redistribution, the losers have to agree if 

redistributory policies are to be adopted. Moreover, in the absence of global 

taxation, there are fewer redistributory mechanisms available. Aid is hardly an 

answer – being both too little and too conditional. Market mechanisms are, to a 

limited extent, helpful: especially via migration and remittances and rising 

commodity prices. If global corporations, which account for at least a third of 

world trade, were properly taxed and the tax revenue allocated inversely with 

national per capita income, this would make a significant equalizing 

contribution. A similar contribution could be made by progressive allocation of 

taxation of the global commons, such as a carbon tax or a Tobin tax, or in the 

distribution of new money (SDRs or bitcoins for example). The difficulty is not to 

devise possible mechanisms, but to bring about the political conditions for their 

introduction.  The one hope is that as climate change leads to new catastrophes,  

popular pressure for action may bring about a change in political conditions. 
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