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Context
You may have heard that we are fortunate enough to live at a time when humans are better off than
ever before, with higher life expectancy, education, and standards of living than ever before. That is
indeed true, and it is tremendous news. However, unsurprisingly, this progress is highly uneven. The
level of socio-economic inequality in our world is deplorable. Here is a figure for you. The top 1% of the
population, holds over 44% of all household wealth 1. This top 1% consists primarily of citizens of
developed European countries, the United States and Canada.
It is not all bad news though, for, underdeveloped and developing countries are growing at record
rates. As this rapid growth takes place, the vitality of socio-economic equality rises even further. For,
large chunks of the world population are beginning to experience economic growth in their countries.
This is where development economics comes into play. The branch of economics which shifts its focus
from simply fiscal and monetary goals to more balanced ones, with people at its core. In recent years,
one of the key aspects of sustainable economic development that has emerged is inclusion. In fact, the
UN agenda for sustainable development, as of 2015, has inclusion at its core.
For, development will only be sustainable if it is inclusive. If we continue to expand and grow the
world’s economies, income disparity will continue to increase. As put in the UN preface of the world’s
economic aims for 2030, “Inequalities pervade not only the economic but also the social and
environmental pillars of development. Differences in religion, ethnicity, age, gender, sexual
orientation, disability and economic and migrant status are used to exclude and marginalize”.2 A
statistic which will allow you to wrap your head around this idea is as follows: by stopping global gender
discrimination, offering more jobs and by treating people of all genders and sexual orientations equally,
the global economy could profit by as much as USD 100 billion (as suggested by the United Nations).
Although this data comes from a reputed source, you may still have your doubts, so let me explain how
they arrive at such a staggering figure.
Exclusion and inequality often restrict skilled and talented workers from getting quality jobs.
Discrimination in workplaces gives rise to mental health problems, decreasing productivity, while these
workers, having tackled hardships throughout their lives, are often willing to give more to their jobs,
to prove themselves. The more people you include, the more ideas you get. Hence, there is also a direct
correlation between innovation and inclusion. Add all these together, while keeping in mind the sheer
number of people being excluded, you will arrive at a similar figure.

1
2

https://www.investopedia.com/articles/personal-finance/050615/are-you-top-one-percent-world.asp
UN Report preface
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Inequality and GDP
As we strive to bridge these gaps in our economies, we must know just how big an impact these gaps
are making on growth. The ‘Organisation for Economic Co-operation and Development’ (OECD) and
the ‘World Economic Forum’ (WEF) have closely looked at GDP data, along with income inequality in
clusters of countries between 1970 and 2010, trying to establish a direct correlation between inequality
and growth. Although both studies focused on different nations which led to led to variations in their
findings, both studies suggested a direct negative correlation between income inequality and growth.
Below are the findings of both studies3 4

Period
1970 - 2010

WEF

OECD

1985 - 2010

Areas
considered

Change in Gini
coefficient

South America,
The Caribbean,
Asia
Europe, North
America

+1%

Impact on GDP
-1.1% GDP per capita over 5 years - 4.5%
GDP per capita in the long run

+3 points (out of
100)

-0.35% GDP in the same year
-8.5% GDP in the long run

The table observes GDP data after fluctuations in the Gini Coefficient

Gini Coefficient: This is a simple measure of the distribution of income across income levels in a population. It
is measured between 1 and 0 (often scaled to 100 and 0), with one meaning one individual earns all the income
in the country, and 0 meaning everyone earns the same.

As previously mentioned, the data from the two studies clearly indicates that irrespective of geography,
on an average, an increase in inequality, more specifically income inequality, directly harms the growth
of a country.

3
4

https://www.forbes.com/sites/eriksherman/2014/12/09/income-inequality-hurts-economic-growth/#3ef66721591a
https://www.weforum.org/agenda/2015/07/how-does-income-inequality-affect-economic-growth/
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What needs to be done
The examples mentioned in the context section of this paper, cover only a few of the various
inequalities which exist in our economies. These inequalities range from gender discrimination to other
deep-rooted inequalities including access to education, nutrition, as well as racial prejudice.
As the world begins to take notice of the large-scale economic consequences of inequality, it is
important to invest in making systematic changes and spreading awareness about these concerns.
Although governments may play a huge role in bringing forward these changes, large private
organizations have an equally important part to play. Their collective influence can lead to substantial
change, having a real impact on the world economy and the lives of countless people.
The study of economics assumes that people are rational decision-makers. What this means is that
individuals simply focus on personal gain and profits. While this is the ugly truth about our world, there
are also several examples of organisations and firms giving back to society, causing ripple effects which
lead to long term growth. The definition of us humans as rational decision-makers needs to change for
the world to prosperously grow and reduce the high levels of inequality.
Beginning with governments, governmental policies have a huge role in dictating the socio-economic
course of a country. For sustainable development to take place, governments must first and foremost
prioritise education and nutrition in their countries. This may seem like an obvious rule to abide by,
and it sure is, yet it is often overlooked. Political leaders tend to prioritise growth and personal gain
over the wellbeing of their citizens.
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Education and Nutrition
One of the most important factors contributing to economic development is access to Education. There
is a direct correlation between literacy and development. Literacy has a circular and ripple effect on
the advancement of economy and society. A literate parent would want his/ her child to be educated,
to avail the best possible work opportunities and grow in the economic ladder. On the other hand, the
poor population struggles to stay alive and have two meals a day. Education is not an important agenda
for them. In an economy wherever a pair of hands is seen as an extra source of income, its not surprising
to see that children are put to work instead of being sent to school.
In a large developing country like India, reports suggest that 33 million children are part of the child
labour force. This is a huge figure which cannot be justified for a nation in the 21st century.
Furthermore, forms a vicious circle where another generation grows without equal access to education
thus widening the gap of employment and income opportunities. Leading Indian social and economic
reformer Kailash Satyarthi is of the view that "one cannot think of economic and social justice,
alleviation of poverty and gender equality without education".
There are several reasons as to why there is a lack of incentive, with the primary ones being accessibility
and cost. For, underdeveloped and developing nations often lack a sufficient number of schools,
causing a lot of people (especially those in rural areas) to have to send their children a significant
distance away. Regularly, this is highly impractical and hence discourages enrolment. The cost of
education includes transport, uniforms, books, and most importantly the opportunity cost of extra
income which every child can bring in. Low-income households of developing nations may be better
off financially in the short run, if they involve their children in their work (working on fields/vending in
markets) early on, leading to low literacy rates. Lastly, as previously mentioned the quality of education
is often poor, such that it doesn’t lead to sufficient learning or even basic literacy, further dampening
this incentive. While governments such as the government of India try to incentivize education further,
by arranging for meals, parents don’t consider it to be worth the lost income.
The solution to these problems is that governments must invest in coming up with their own
educational models, with the aid of foreign and domestic educational professionals. Developing
nations often adopt western models of education which are unfit to meet the educational
requirements of their nations. These models allocate limited funds to topics which may be intriguing
but are irrelevant in the context of these countries. While learning about ocean currents and ancient
history can be informative, they do not add practical value in enhancing the skills of children who live
in poverty. What children of these nations really need, is to learn life skills rather than academic skills,
which allow them to improve upon their wellbeing and ensure that they learn the skills they need as
per that geographical job market. In the economies of these countries, the skills critical skills required
are entrepreneurial; management skills; and ground-level problem-solving skills. For example, children
must learn basic numerical skills which lay a base for monetary calculations in small businesses. These
countries need education aimed towards addressing basic human needs, improving the quality of life
of people living in poverty.
An experiential way of learning is more suited for integrating these vital skills to children and hence,
parents must be educated about the importance of group sports activities, etcetera. Mastery of
knowledge and book learning is not what is required to eradicate poverty in developing nations. For,
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these nations don’t have demand for the kind of high skill labour and hence exemplary students in
these countries end up doing the same minimum wage jobs as their parents and peers.

Ladakh: A Case Study
Sonam Wangchuk, another social reformer from the state of Ladakh in India is known for his education
reforms in Ladakh. Until the late '90s, the pass percentage of Grade 10 board exams in Ladakh was 5
%. The reasons behind this low number, as cited by Sonam Wangchuk were the archaic education
models and teaching mediums being Urdu and English, both of which were not the common language
spoken by the state. The prescribed language till class 8th was Urdu and post that children had to learn
English in a short span of two years. This was an impossible task and hence children would fail the
board exams. Some schools had 0% pass results. Failed results did not encourage children to take
education seriously and they were not interested in attending school thus missing a better chance of
economic opportunities. The local natives were also not aware of opportunities which could be created
because of better education. Sonam Wangchuk in the late '80s started working in space of reforming
education and over the years brought in relevant changes in the education system in Ladakh. He
launched Village Education Committees (VECs) to involve the community and encourage them to take
better responsibility of the government schools and other educational practices. In a span of 7 years,
Ladakh registered a pass percentage of 55 %, a phenomenal rise from 5 %.
Hence, a complete overhaul of the educational system is required in such developing nations. Investing
here will lead to a change in the country’s socio-economic situation, have employment and education
levels increase, give rise to greater incomes and create greater aggregate demand, resulting in
economic growth. As there are a greater number of workers in the economy, the potential output of
these nations will also increase, bringing them a step closer to being a developed nation.

Moving forward to the next vital pillar in improving the quality of living, as well as the economic
conditions of a nation’s people- Nutrition. Education is linked to nutrition, which is a critical factor
contributing to a country’s economy and the lives of its’ people, and you will understand the vital role
education has to play here.
By the age of 6, our brains are 95% developed. Hence, it is essential that infants receive proper nutrition
in these growing years. Only with proper nutrition is there substantial development during this period.
For the privileged, this is not an issue, for they have easy access to safe, nutritious food. For the poor,
however, as they fail to adequately nourish their children at young ages, these children fall behind their
privileged counterparts. The vital time for their brain development has gone by and hence they are
biologically limited. This a major reason as to why the rich-poor gap stagnates or gets worse over time
(especially in developing and underdeveloped nations). As a result of this limitation, on an average,
undernourished children lag in school, get lesser-skilled jobs, and remain shackled in a cycle of poverty.
This unfortunate phenomenon is known as stunting. Not only is the child’s nutritional intake
responsible for causing stunting, but also that of the expectant mother’s during pregnancy.
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The prevalence of undernourishment, as a share of the population, is the main hunger indicator used by the UN’s
Food and Agriculture Organization.
The global map of the prevalence of undernourishment – as a percentage of the total population – is shown from
2000 onwards. Countries with a prevalence below 2.5% are not shown. – Our World in Data
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Stunting is the most crucial statistic regarding malnutrition. It is also causally linked to household
earnings. The lower the incomes of a household, the higher the chances are that children of that
household face stunting.
In the figure below, the prevalence of stunting in children under 5 years old has been plotted against
the share of people living in extreme poverty. 5

How this graphic brings out nutritional inequality is by displaying that countries with a greater number
of people living in poverty, must deal with high rates of stunting, while countries where poverty is low,
rarely face stunting.

5

https://ourworldindata.org/hunger-and-undernourishment
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Although education ties in with all forms of inequality, the reason I’ve chosen to club education and
nutrition together, is because of the exceptional interdependence between the two. This
interdependence is highlighted when we look at childhood stunting alongside the education of women.

This graph compares childhood
stunting with the education levels
of mothers.
Two poles are visible in this graph,
mothers with no education (red),
and mothers who have received
higher education (blue).
The grey
average.

dots

represent

Analysing these results, it can be concluded that the education level of the mother is a key determinant
of childhood stunting. This conclusion hence correlates with the previous section concerning education
and reinforces the driving role of education in modern economies.
Working towards improving rates of education, targeted towards women specifically will hence help
battle two evils at once. Considering the fact that malnutrition is the cause of 45% of deaths of children
under the age of five, making such improvements are pivotal.
Ways in which governments have and can address this large-scale problem involves a great deal of
planning. They must prioritize the most vulnerable and at-risk communities, invest in researching low
cost, nutritious diets and educate the masses about it, and if possible, try to provide the required
essentials for these diets at low cost to poor groups. As previously mentioned, the private sector must
pitch in with the government. Food manufacturers and pharmacists must help fund research. The ‘Bill
and Melinda Gates Foundation’ is a perfect example of the private sector pitching in to give back to the
communities, addressing the problem through some of the solutions discussed here. In 2015, the
foundation announced that it would be investing $776 million in nutrition, and use the funds to educate
mothers, research innovative solutions, Improve food systems (in conjunction with the agriculture
sector, catalyse a data revolution in nutrition to strengthen the evidence-base for action and focus on
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the

countries where malnutrition is at its worst. 6 Unless well-funded private firms don’t look into these
approaches and make use of data to come up with effective solutions, we’ll remain in this loop forever.

Section Summary
Solutions

Problems
•
•
•
•
•

Cost of schooling and complementary
products
High opportunity costs
Unsuitable educational models
Stunting
Poor quality of food

•

•
•

Investment to revamp the education
model, to make schooling desirable and
suitable
Investment in researching low cost,
nutritious diets
Investment in education of girls and
awareness campaigns for pregnant
women

All above solutions require heavy collaboration
and contribution from private organizations,
foreign governments, and international aid
organizations

6

https://www.gatesfoundation.org/media-center/press-releases/2015/06/nutrition-strategy-launch
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Gender
Gender discrimination has been a prevailing problem in our world for centuries. Men have been
considered the superior sex for ages. More physically capable, more intelligent and the sole
breadwinners, while the role of women has been to support men, and to procreate the race. In a
prehistoric world, where nomadic tribes hunted and gathered to try to survive, this model may have
panned out fine. The biologically more capable males had to try their best to gain food and protect
themselves, while women were key to the survival of the race. However, the world now is vastly
different, and it has been for a very long time. The concept of survival has seen a paradigm shift. You
do not have to protect yourselves from predators to survive, you must make the big bucks instead.
With the importance of equality being realised in society in the past few years, economic gender
inequalities are definitely much lesser than they used to be a few decades ago. However, they remain
very high. It is also important to consider that women aren’t the only victims of this discrimination.
Members of the LGBTQ community also bear the brunt, which causes further economic losses, aside
from the impact the discrimination has on the lives of individual’s lives.

Labour Force Participation
For the longest time, the problem has been, that women have been excluded from working, being
forced to do household chores and to raise children their entire lives, while men go out and earn a
livelihood. The good news is, in the last century, the female labour force participation rates have risen
dramatically in developed nations, making it one of the most important economic successes.
As written on ‘Our World in Data’, “Female labour force participation is a driver of growth and
therefore, participation rates indicate the potential for a country to grow more rapidly.”

Positive trends can be observed across all these rich nations shown above, denoting substantial and
sustained increase in the labour force participation of women.7
7

https://ourworldindata.org/female-labor-supply
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However, if we look at the big picture, and step away from the rich, developed nations, to gather a
more accurate representation of inequality in the world, we arrive at the following few charts.

These graphs indicate the following:

•

Participation of women in the
labour force varies across
different geographical regions and
countries.

•

Less than one-third of working-age
women in the Middle East, North
Africa and South Asia participate in
the workforce

•

Two third of working-age women in
East Asia and Sub Saharan Africa
participate in the workforce

•

The differences in these numbers are because of variable factors like economic advancement,
access to better education facilities, better fertility practices and change in social mindset.

In addition to the labour gap as seen in the graph, the Gender wage gap is also most prominent in
South Asian countries.
As displayed in the graph South East Asian countries consistently have had minimal participation in the
women labour force. India, the largest country in the region has the lowest participation number.
Understanding India's challenges would potentially help address the low rates in other countries as
well.

12 | P a g e

•

One of the most important challenges is that women do not have the right to make their own
decisions. Many times, the decision of working is dependent upon their social constructs permission from parents, husband or in-laws.

•

The social belief system and community constructs also play a crucial role in not allowing women
to work

•

Early marriages and multiple pregnancies also keep women away from the workforce

•

The archaic patriarchal practice is also a crucial deterrent

•

Absence of basic infrastructure like non-availability of washrooms is one of the biggest reasons
why women keep away from work

•

Crime against women also force women to stay at home

•

Lack of education results in limited opportunities for women

1993-1994

2011-2012

The proportion of women in rural India attending to
domestic duties

29%

35.3 %

The proportion of women in urban India attending to
domestic duties

42 %

46.1%

The key reason for this is the increased access to education. Not just primary schools but secondary
schools also have registered an increase in girl child enrolment hence increasing the probability of
women entering the workspace. However, owing to various social and non-availability of required
infrastructure, many women still are not able to join work.
There are only certain industries which attract women employees. This is largely owing to the nature
of the job, working hours and skills required for certain jobs. Hence, despite access to education, many
women still stayed away from the workspace. Also, the economic growth in the country resulted in
better income in households thus discouraging women to go out and work.
To see increased participation of women in the labour force, policymakers need to study the unique
situation and the complex variables related to it. Sustainable development and inclusion of women
would need considerable improvement in working conditions, nature of jobs available, access to
education and employment, better health facilities and good childcare infrastructure. Policymakers
also need to safeguard the exploitation of women in the informal sector which constitutes a large part
of the economy of developing nations
A three-pronged approach should include the government, local civic bodies and the community which
need to work together to offer sustainable solutions encouraging women to step out and work.
Vocational training, skill development would be critical in creating job opportunities. Policies must be
focused on improving entrepreneurial opportunities for women, as developing economies have seen a
surge in entrepreneurial ventures.
The objective is not only to increase the percentage of women participating in the labour force but to
gradually increase the level of skill resulting in better employment opportunities and financial
empowerment.
13 | P a g e

The gender pay gap
As we move away from concerns regarding labour force participation rates of women, new ones
emerge regarding the gender pay gap. While this term often pops up in political debates, policies and
everyday news, it is important to know what it is. To put simply, the gender pay gap is a metric that
tells us the difference in pay, between men and women, measuring inequality.

Globally, Countries Lose $160 Trillion in Wealth Due to Earnings
Gaps Between Women and Men – World Bank
A considerable gap can be observed in the
majority of nations. Although, as
previously observed when looking at the
more developed and rich nations, in the
past few years, a decrease in the gender
pay gap can be observed. While, in
middle-income countries, the pay gap is
usually very low. This, however, isn’t
exactly a positive statistic as in most
middle-income
countries,
the
participation of women tends to be very
low.,
while
the
majority
are
unrepresented.
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In order to do something to improve
upon these numbers, once again, it is a
must, to understand the reasons behind
the problem.
1) There are more men in senior roles
than women. High profile jobs have
better salaries, and with the
underrepresentation of women in this
area, the pay gap takes a hit.
2) Access to better education for men
results in better-paying jobs
3) Lack of inclusive work policies. Thus,
discouraging women to avail better job
opportunities.
4) Primary caregiving role designated to
women. Thus, discouraging them to
pursue high ranking jobs.
5)

Social constructs discouraging

women to ask for equal pay
6) Unconscious bias and stereotyping are a deterrent to equal job opportunities
When a highly educated woman applies for a top leadership role, she often doesn’t get it, due to this
bias, leading to a higher degree of inequality. To move on from this pre-existing model, it is important
to unbias systems and not just individuals. Large scale investment in human resources, and training,
which is already being incorporated by world-leading firms, must be brought into smaller companies.
The United States, where a number of these large firms are based has already reaped the benefits of
this investment. For, as indicated by the following graph, it leads the world in the ratio of women-men
in senior management roles, with 40.4% of senior roles in the hands of women.
Examples of such American companies include GE, which in 2017, aimed to increase the number of
women it employed in engineering, manufacturing, IT, and product management from 14,700 to
20,000 in 3 years. Along with their goal, the company released a report discussing the financial benefits
of a gender-equal workforce. Their paper quoted the ‘Organisation for Economic Co-operation and
Development’ in saying that closing the gender gap could increase the GDP by as much as 10%, by 2030.
Their report included another study which found that gender-balanced organisations perform 53%
better than non-gender-diverse ones. 8
GE chief economist Marco Annunziata said in a statement: "Unless we bring more women into
technology and manufacturing, there will be a significant negative economic impact on the sector.

8

https://www.businessinsider.in/advertising/what-if-female-scientists-were-celebrities-ge-says-it-will-place-20000women-in-technical-roles-by-
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2020/articleshow/57043588.cms#:~:text=GE%20GE%20is%20making%20a,a%20press%20release%20on%20Wednesday.
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This is a problem for business to actively address.”9
Addressing these problems will also require a complete overhaul in the mindsets of people. This cannot
be achieved in a short period, but many organisations have started this process. Initiatives are taken
to address unconscious bias and to create inclusive work policies. Many organisations have an active
women network, which encourages them to increase visibility, share and learn skills. Until recently,
work-from-home and flexibility were reasons for not choosing women for certain roles, but the COVID19 pandemic has proven otherwise. The pandemic may hence help change organisations’ approach
towards part-time jobs entirely, to promoting the participation of women, and making sure that these
opportunities become desirable. Lastly, in some cases, women are just not paid the same as men, for
doing the exact same job, regardless of productivity. This is the result of unlawful discrimination, which
requires legal action.

Control over household resources
“Economic inequalities between men and women manifest themselves, not only in terms of wages
earned but also in terms of assets owned.”10 In several underdeveloped, and developing nations,
women are not involved in financial decisions and wealth management of their households. Despite
women earning their livelihood, they are not allowed to take decisions on their income. Land assets
9

https://www.businessinsider.in/advertising/what-if-female-scientists-were-celebrities-ge-says-it-will-place-20000women-in-technical-roles-by2020/articleshow/57043588.cms#:~:text=GE%20GE%20is%20making%20a,a%20press%20release%20on%20Wednesday.
10

https://ourworldindata.org/economic-inequality-by-gender
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are also mostly controlled by men in nearly all middle-to-low income countries. There are certain north
African countries where women still do not have inheritance rights. Additionally, it has been observed
that women are treated unequally when applying for loans either for personal, or business purposes.
This has a huge impact on agriculture and entrepreneurship11, where lack of access to capital can lead
to gaps in earning and hence adversely affect the economy.
The graphs below represent data about asset ownership and involvement of women in household
decision-making, gathered over the past few years.

All countries above the dotted line represent nations where men one
significantly more land than women

Inclusion of women and equality in the workspace is not only a social imperative but a business
imperative. “Globally, Countries Lose $160 Trillion in Wealth Due to Earnings Gaps Between Women
and Men” – World Bank. Numbers don’t lie.
Inequality leads to an increase in the inefficiency of firms, more unemployed workers, lesser aggregate
demand among a myriad of other effects. Lack of diversity stunts the growth of organisations. As
discussed above, investment in education, training and skill development and inclusive work policies
will lead to the participation of more women in the labour force and reduce the wage gap. These
changes will allow us to capitalize on that colossal sum of $160 trillion as

11

https://ourworldindata.org/economic-inequality-by-gender
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Section Summary
Solutions

Problems
•
•
•

Low labour force participation in developing
nations
Gender pay gap
Inequal control of household resources in
developing and underdeveloped nations

•

Increasing girls’ access to education,
improve training opportunities, maternity
protection, and safe transportation

•

Investment by organizations in gender
sensitization and unconscious bias training,
and government regulations promoting
such investments

•

Improving job flexibility

Race
The final large-scale inequality that this paper will cover is racial inequality. Like gender, racial
inequality has long-lasting economic consequences, which negatively affect both parties (those who
discriminate, and those who are discriminated against). With time, the levels of racial discrimination
across the globe have reduced on a massive scale, and this reduction suggests an incredibly positive
future ahead of us. However, while levels are lower, it remains vital for us to understand both human
and economic impacts, to do our best to prevent racial discrimination in any way we can.
When most people think of racial inequality, primarily, one thing comes to our mind, and that is, colour.
Ever since colonization began centuries ago, citizens of colonies (of a darker colour than the
subjugators), and now their descendants have been subject to racial inequality. Colonization was the
root, and now these ideologies have passed down generations, slowly being filtered out, yet, having
severe consequences over time. The most vicious consequences were seen in the form of slavery, the
holocaust, apartheid, among several others. While the impact on the lives of coloured people is beyond
measure, efforts have been made to map the economic harm caused.

US
Racism has taken a toll on American society in many ways. One of its major costs has been the lost
economic mobility of generations of minorities.
As of 2019, it could have been argued that Americans are leading better lives than they had ever before,
with education leading to the lowest unemployment rates the country has ever seen. However,
intended, and unintended policies have ensured that even in times of prosperity, many black families
struggle to find prospects for upward mobility. These policies often include geographical restrictions;
resulting in a large part of the African American population inhabiting the Southern States where
poverty on an average, is greater.12
12

https://www.brookings.edu/blog/up-front/2019/02/15/how-racial-and-regional-inequality-affect-economicopportunity/
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Such homogenous concentration has ripple economic impacts. Known economists Raj Chetty and
Nathanial Hendren have attempted to explain the economic impact of growing up in a well-off
community. Dr Raghuram Rajan discusses their work in his book 'The Third Pillar'.

This concentration of the African
American population is not
accidental. As Hardy, Logan, and
Parman detail, influences ranging
from discrimination and
intimidation, to lender behaviour,
to white flight from cities, to
public policies like redlining or
highway construction all
combined to keep the African
American population more
concentrated in particular
communities.
- The Hamilton Project | Brookings

The red circles indicate graphically
that the areas where the black
population is greater, so is poverty
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Racial economic inequality | Some statistics
•
•
•
•
•

Black people in 2015 earned 75% as much as white people in median hourly earnings
On an average, black women were paid 61% of what non-Hispanic white men were paid (2017
data)
For ever $100 in white family wealth, black families hold $5.04 (New York Times)
25% of all black households have 0 or negative net worth compared to less than 10% of white
families without wealth (The economic policy institute)
Wealth of the median black household declined 75% while wealth for the median white
household increased by 14%

-Data source: Maggie Germano | Certified Financial Educator

What do these figures imply?
These statistics imply that coloured people earn less money throughout their lives. This forms a vicious
cycle over generations, thus increasing the income gap, difference in the quality of life and the gap in
access to growth opportunities.
The May 25th, 2020 death of George Floyd in police custody (result of racial discrimination) could have an
impact on market and economic recovery amidst the COVID-19 pandemic

We only have to go back a short way in history to find examples of racist economic practices having
lasting impacts on the lives of African Americans and the American economy. While the 2008 housing
crisis rendered thousands of people jobless (regardless of colour or nationality) across the globe and
resulted in macro-economic slumps for several nations, the crisis had racism at its roots. Now, exploring
the crisis will take the paper onto a new tangent. “Essentially, the predatory lending practices which
led to the subprime mortgage crisis were often targeted at black individuals, leading to a
disproportionate number of black homes being lost to the foreclosure”13.
Other key government policies which lead to more undetectable economic impact include
underfunding of African American majority schools, gaps in the social safety net system (reduced
likeliness of government spending on unemployment benefits for black communities) and inequality in
the criminal justice system.
While progress has been made, and newer generations become increasingly informed, these
inequalities continue to reduce in magnitude. The country has even achieved the feat of having a black
president in the oval. It remains imperative that policymakers are made aware of the lasting effects of
their decisions, and apt changes are made.

13

https://www.washingtonpost.com/news/get-there/wp/2017/08/17/the-economic-impact-of-racism/
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Apartheid14
“In the history of civil rights, South Africa lays claim to a momentous achievement — the demolition of
apartheid and the construction of a democracy. But for black South Africans, who account for threefourths of this nation of roughly 55 million people, political liberation has yet to translate into broad
material gains.” 15
Apartheid has essentially persisted in economic form. | The New York Times
It is important to note that the exploration of apartheid in this paper does not serve to criticize the way
the South African government handled the nation post-apartheid, but to bring to light the lasting
consequences of Apartheid, making it difficult to empower the country’s citizens, even after 25 years.
Before delving into these difficulties, it is important to understand the current status of the South
African economy. This status unsurprisingly consists of extremely high poverty rates, high government
deficits, a struggle to adapt to modern global demands, a slow recovery in terms of trade (due to
sanctions from times of Apartheid), unending demand for household and electricity, high levels of
corruption and a largely uneducated, angry population. Moreover, 10% of all South Africans (the
majority-white) own over 90% of national wealth Hopefully this crude summation of Apartheid caused
problems which continue to exist serves its purpose by informing you aptly, giving some context to the
difficulties the government faced, due to a racially discriminatory policy.
As the government which inherited a fragmented economy, attempts to tackle these problems,
extreme disparities in wealth persist with black South Africans. Seeking quality employment remains a
dead end for most. There is a need for skill development and capital access which will enable black
people to start businesses, in case of lack of employment opportunities. Large investments in housing
in black townships temporarily reduce homelessness but reinforce the geographical strictures of
apartheid. With great difficulty, even in such circumstances, “from 1998 to 2008, the economy
expanded by roughly 3.5 percent a year, doubling the size of the black middle class. The governmentbuilt millions of homes extended the reach of clean water and electricity and handed out cash grants
to millions of poor people.”.
What happened in 2008? Oh, the global financial crisis caused primarily due to predatory lending
practices with racism at its core. The 2008 crisis ravaged South Africa, slowing down improvements for
years to come. The linkage between these two circumstances is proof of the devastating impact that
racial inequality has on economies and people.

14
15

Section adapted from - https://www.nytimes.com/2017/10/24/business/south-africa-economy-apartheid.html
https://www.nytimes.com/2017/10/24/business/south-africa-economy-apartheid.html
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Conclusion
This collation of the various social inequalities is aimed towards improving the understanding of the
everyday reader, of the economic impact of the large-scale problems that humanity faces. By
attempting to attach numbers to these costs, the paper allows one to realise the gravity of the
situation.
This paper has merely scraped the surface, with regards to the prevalence of the large-scale economic
problems that our world faces today. With these problems and their lasting impacts in mind,
sustainable economic development is key for a better future. New age economists will have to look at
inclusive models, with governments having to swiftly adapt to changing market dynamics. Jeffrey Sachs
is probably the most well-known name in this space as one of the world’s leading experts on economic
development and the fight against poverty. In his book, ‘The End of Poverty’, Sachs writes “The vast
differences in power contributed to faulty social theories of these differences that are still with us
today. When a society is economically dominant, it is easy for its members to assume that such
dominance reflects a deeper superiority--whether religious, racial, genetic, cultural, or institutional-rather than an accident of timing or geography.”
We need more economists to turn their heads away from the classical school of thought, strategizing
ways to improve inclusive growth. International co-operation is essential for inclusive growth and is
hence the key for a more prosperous future.
When I first planned this paper, COVID-19 had not yet struck the world. After its colossal dent on the
world economy, it is even more necessary for the world to focus on sustainable development goals.
“For, the pandemic has exposed fundamental weaknesses in our global system, showing how the
prevalence of poverty, weak health systems, lack of education, and a lack of global cooperation
exacerbate the crisis.” | World Economic Forum 16

16

https://www.weforum.org/agenda/2020/04/coronavirus-pandemic-effect-sdg-un-progress
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Appendix17
The COVID-19 pandemic has increased the fault lines between the urban rich and poor. The rich can
abide by the multiple quarantines and social distancing guidelines. But for the millions of urban poor,
these guidelines are impossible to cope and manage.
Social distancing is a critically important response to the pandemic, but it also assumes that everyone
has adequate living space, access to services and social safety nets to survive lockdowns and loss to
economic activity. This is simply not possible across the cities from Asia to Africa and Latin America.
More than a billion people live in slums and un-organised settlements globally. About 50-80% of the
urban economy is informal in developing cities, from street vendors to blue-collared workers to migrant
labourers. Closer home, *WRI’s World Resources Report documented how the population density in
one slum in Bangalore (India) is 12 times more than the city average, housing 140,000 people per square
kilometre!
Sadly, because of the pre-existing inequality, we must brace ourselves for a greater gap in a post-COVID
world.
COVID 19 has made us realise that globalization has resulted in extreme interdependence of the world
that we live in. Hence, to fight such an unprecedented economic crisis, the world needs to come
together, take collective global action, to help people across nations. Sustainable development goals,
the focus of the UN for the past few years, are aimed towards achieving the same. As the world moved
towards these goals, the pandemic struck, causing nations to reset their priorities, to look out for their
people, and their economies, above all else.
However, while countries must prioritize the safety and security of its people, they must not lose sight
of these long-run goals. Nearly all sustainable development goals have been severely affected, leading
to a definite shift in the global target we had set. But if we turn away from them now, the situation can
further worsen.
As I pull back and review the economic imbalance in the world, it seems to me, that it would take years
to bridge the gap which this paper brings out. However, with strong leadership, technological
advancement, and willpower to serve humanity, we can perhaps live the dream of an equal and
inclusive world.

17

Section adapted from - https://www.weforum.org/agenda/2020/04/coronavirus-pandemic-effect-sdg-un-progress
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In his book, ‘The Third Pillar’ Dr Raghuram Rajan (leading Indian economist) discusses that the way to
lead the world economy forward is by recognizing and empowering the community, a vital pillar in the
structure of the world, which goes unseen as markets and governments take the helm. In his words,
"what then is the source of today's problems? In one word. imbalance! when the three pillars of society
are appropriately balanced, society has the best chance of providing for the wellbeing of its people."
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