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A purple unicorn and a polka-dot unicorn are
ontologically the same and neither can pull your
real cart…and conversely, for pulling your real cart
a brown horse and a white horse are the same
The picture can't be displayed.

Important Facts from this figure
For a very long time growth was
very slow, between Year 1 CE and
1870 GDPPC of the leading
countries increased by a bit more
than four fold from 1266 to 5300
(.07 ppa)
The “hockey stick” is caused by
sustained growth of leading
economies of 1.7 ppa from 1870 to
2018—12.6 fold increase in about
150 years
The bottom quarter of developing
countries in 2018 have GDPPC
lower poorer than the leading
countries in 1850
The median developing country
(e.g. India) has lower GDPPC than
the leading countries had in 1900
Source: My graph based on Bolt and van Zanden 2020 Maddison update data

Not just “some of” or “most of” but “essentially all” (in cross-section)
and “nearly all” (in long episodes) of reduction in income/consumption
poverty is associated with levels or long episode changes in the median

Source: Pritchett 2020

National Development (GDPPC, State Capability,
and Democracy) is a necessary and sufficient
condition for high levels of (aggregated) human
well-being
The “Social Progress Index” used a variety of noneconomic indicators (no GDPPC, no income, no
poverty measures)—like child health, crime,
environment, rights, tolerance, etc. to create a
“different” metric of development
The R2 of regressing this “alternative” measure of
development on three standard measures of
national development is .905
The “white space” are combinations of National
Development Index (regression predicted SPI) and
SPI that have not happened
No country has ever gotten to high SPI with low
NDI (with pretty tight bounds)
Source: Pritchett 2022

No matter how one constructs an multiple indicator index of “basics of
material human wellbeing” the association with GDPPC is strong, nonlinear, necessary and sufficient

Source: Pritchett with Lewis (2022)

A figure showing growth incidence curves over
long episodes across a number of countries

“What do we talk about when we talk about the benefits of growth?”
Five figures with the fifth figure
• How “rich” are the “rich of the poor”?

• Actually, pretty poor compared to the poor of the rich.

• How steeply downward sloping is the normative marginal valuation of an of
income/consumption?
• Standard “Poverty” lines are normatively obscene

• How much of the variation of the growth of the lower deciles is country specific (overall central
tendency of growth) and how much is decile specific (shape/slope of the growth incidence
curve)?

• Mostly for your own well being you would rather be in a fast growing but not “inclusive” growth process than
in “inclusive” stagnation

• How much of the gains are concentrated in the very top (less than one percent) (a hugely nonlinear growth incidence curve?
• It can and does happen, but it is the exception, not the rule

• How much of “inclusive growth” is “inclusive growth of pre-TT income” and how much is ex post
redistribution to make consumption “inclusive” even though “growth” isn’t?
• Not that much scope in low income countries: weak tax instruments, weak targeting capability

Variant 1: The rich of poor countries were/are
mostly poor relative to the poor of the rich

Most poor countries began their
growth episode with their 10th
decile poorer by a factor multiple
than the 1st decile of OECD
countries

Variant 2: What is the “marginal utility of income” in a “development” objective
function? Standard poverty analysis says it is zero above the poverty line—that is
completely nuts at any World Bank poverty line—it could only be true at a very
high line
The idea that the normative objective of
‘development’ is “reduction of poverty” and
that “poverty” is defined such that the gain
from additional income/consumption above
the poverty line is zero at a very low level of
consumption is both theoretically, practically
and morally obscene.
Even at the World Bank’s “high” poverty line of
P$5.5/day: (i) the food share of consumption is
around .6, (ii) the elasticity of basics wrt
GDPPC is rising,(iii) the elasticity of child
mortality wrt to consumption expenditures is
rising.

In poor countries “growth” is good and the growth incidence doesn’t
matter that much for the value in terms of improved human wellbeing
with reasonable looking valuations of the marginal gains
Table 8: Differences in the predicted improvement in basics in the base case and in counter-factual scenarios about growth incidence, initial inequality, average growth rate,
and level of income
Country/region

Actual ppa
growth
rate of
income or
cons.

Aggregate
elasticity in
the base case

Percent per annum growth in basics

Base case

Same aggregate growth rate, same initial
inequality, difference growth incidence

Same growth incidence, same
aggregate growth rate

Same growth incidence,
same initial inequality

Pro poor
growth

High initial
Inequality

Fast growth

Neutral
growth
incidence

Pro rich
growth

Low initial
Inequality

Slow
growth

All same,
but starting
at
Denmark
levels

China, rural
China, urban
Indonesia, rural

20.20
19.54
7.81

3.80
5.63
2.05

3.34
5.00
1.87

3.59
5.23
2.01

3.80
5.44
2.13

5.12
8.28
2.47

3.92
6.21
2.03

4.16
6.17
2.56

3.45
5.10
1.53

2.89
2.58
1.14

0.19
0.29
0.26

Indonesia, urban

6.03

2.16

1.93

2.06

2.17

2.60

2.06

2.84

1.48

0.75

0.36

4.33
0.57
0.82
-0.34
0.59
1.73
1.08
0.18
0.20

4.66
0.61
0.87
-0.36
0.62
1.65
0.98
0.15
0.18

4.92
0.64
0.91
-0.37
0.65
1.59
0.91
0.13
0.15

5.20
0.77
1.18
-0.23
0.93
1.80
1.17
0.09
0.20

4.45
0.61
0.88
-0.33
0.68
2.43
1.66
0.14
0.18

5.33
1.21
1.66
0.54
1.32
2.45
1.67
0.46
0.44

3.96
0.04
0.22
-1.08
0.03
1.19
0.64
-0.18
-0.10

1.89
0.31
0.29
-0.18
0.24
0.73
0.45
0.14
0.14

0.34
0.30
0.39
0.31
0.35
0.35
0.30
0.15
0.13

Vietnam
India, rural
India, urban
Zambia
Bangladesh
Chile
Brazil
Denmark
USA

13.64
4.64
2.07
0.62
2.42
0.94
-0.88
-0.27
1.93
0.67
5.20
1.82
3.80
1.16
0.96
0.14
1.30
0.17
Source: Author’s calculations as described in the text.

Variant 3: How much of what happens to growth of your income
depends on where you are (country) versus where you are in the
income distribution (growth incidence)?
For this set of countries the range of
growth of income/consumption of the
median (5th decile) HH across countries is
over 5 times larger than the range of
growth across deciles within a country.
The growth incidence is sometimes “prorich” (e.g. China), sometimes “pro-poor”
(Chile), sometimes (near) neutral
(Bangladesh), and sometimes non-linear
(the middle do better than poor or rich)
(Vietnam)
China illustrates “pro-rich” and massively
inequality increasing growth that
nevertheless improved the incomes of
the poor in absolute terms massively

Variant 4: There is sometimes confusion about inequality of flow (income
consumption) and inequality of stock (particularly non-human-capital wealth)—and
people imagine “the richest” (e.g. millionaires/billionaires) are capturing all/most of
the benefits of growth—but this is demonstrably not true in most (nearly all) cases
Only the top-most decile can have its
growth rate affected by the improvement
of the very top income HHs so, whatever
the growth of incomes of the richest of the
rich in the far right tail looks like, we know
that in many countries there was rapid
growth of the median and of the 9th
decile—so whatever share of the gains to
incomes “captured” by the richest there
was a growth among the “typical” HH. A
“flat” curve turning up only at the end is
possible for “wealth” (as the net non-HK
wealth of most HHs is so small) but not of
income/consumption (which is mostly
driven by HK)

In poorer countries the difference between the pre-tax and transfer
distribution of incomes (“market” outcome) and the post-tax-transfer
distribution of consumption is quite small relative to the differences
across countries in growth rates of pre-tax-transfer incomes

• What is shown in the graphs above for developing countries is HH consumption data
which is therefore post-tax-transfer not income data (which is mostly impossible to
collect in low income settings)
• The net fiscal take is smaller relative to GDP
• The progressivity of taxes is relatively small
• The progressivity of transfers is relatively weak
• Therefore the net rotation of the post-TT distribution of consumption gains relative to
the pre-TT distribution of income gains is very hard to compute, but available evidence
suggests it is relatively small—compared to the massive differences across countries.
• In a low income setting the maximally feasible redistributive effort is going to be smallish
and the variation in (episodic) growth is large so a low income household would almost
certainly make massively more absolute progress in income (wellbeing) in a pro-rich high
growth, zero redistribution country than in a low growth country, either pro-poor growth
or pro-poor net TT leading to pro-poor consumption gains

The arguments against development efforts being
focused on economic growth are all wrong ( and
usually very wrong)
“Growth doesn’t lead to poverty reduction”

False. All of level/growth variation in poverty rates is
due to level/growth variation in growth of the median

“National development (of which growth is a part)
doesn’t reliably lead to improvements in human
wellbeing”

False. National development is a necessary and
sufficient condition for high levels of human material
wellbeing (measured independently of growth)

“Growth does not lead to improvements in the
basics—health, education, water and sanitation,
nutrition, living conditions”

False. For developing countries growth is strongly
related to gains in any and every multi-dimensional
measure of basics of material wellbeing.

“Growth in poor countries mostly/typically leads to
the rich getting richer and the poor getting poorer and
hence doesn’t really contribute to the wellbeing of
those that matter.”

False (the rich of the poor are poor). False (even with
pro-rich incidence curves the absolute growth of the
poor is high). False (marginal utility of income is very
high across nearly all the income range in poor
countries). False (there are a variety of growth
incidence curves and while some countries are
strongly pro-rich and inequality increasing (e.g. China)
this is not generally true).

