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Outline 
Main thrust of the paper: 
- Inequality boosting growth only in rich but not in poor countries; 
- Inequality lowering growth in Islamic countries; 
- Conclusion: ideology (market fundamentalism?) matters. 

 

 Some problems with data and methodology: 
- The empirical strategy is very well accomplished but … 
- Problem of (many) missing Islamic countries; 
- Better measures of Globalization? 

 

Which channels? Which ways out? 
- Variety of capitalism: Are the poor lazy? Are the bankers “bangsters”? 
- Financial capitalism vs. productive capitalism; 
- Replacing the market fundamentalism ideology not capitalism; 
- Any hope from “integral sustainability”? 



Main thrust of the paper 
 Inequality boosting growth only in rich but not in poor countries: 
- Since the 1980s inequality has increased in the rich but not in the poor countries; 
- The difference is more visible in the “market” than in the “net” Gini; 
- IV approach-causality Δ+ growth  Δ+ inequality (only in rich countries). 

 

 Inequality lowering growth in Islamic countries: 
- Islamic religion may give anti-capitalist ideology (Campante & Yanagizawa-Drott 2015) 

- IV approach-causality Δ+ growth  Δ- inequality (in Islamic countries). 
 

 Conclusion: ideology (market fundamentalism?) matters: 
- To avoid rising inequality spoiling democracy, anti-capitalistic ideology may be 

needed (Khodaverdian 2015); 
- Theory of the “élites”. 



Some problems with data and methodology – 1 
 The empirical strategy is very well accomplished but … two problems: 

 

1. Many Islamic countries are missing: 
- From Wikipedia we can count 49 Islamic countries (i.e., >50%) but in the paper there 

are only 36 Islamic countries 
- Alas, the 13 missing Islamic countries could be very important: Bahrain, Brunei, 

Kosovo, Kuwait, Libya, Oman, Palestine, Qatar, Saudi Arabia, Somalia, United 
Arab Emirates, Western Sahara 

- Actually the large majority of them are oil producing mostly Mid-East countries 
- The Gini index is missing for these countries but … oil rents could be a “resource 

curse” (Stiglitz 2006) and go with high inequality (Alvaredo & Picketty, 2014) 
- Also Mid-East countries with missing Gini indices might feature particularly high 

inequality (Bibi & Nabli, 2010) 
- Thus, there could be a nasty self-selection problem among the Islamic countries 



Some problems with data and methodology – 2 
 The empirical strategy is very well accomplished but … two problems: 

 

2. Better measures of Globalization: 
- Among the various controls for potential endogeneity, the author proxies for 

Globalization by means of Exports+Imports; 
- This measure is not entirely satisfactory as Globalization entails dimensions other 

than trade (FDI, portfolio flows): use the KOF index (Dreher, 2006) or the more 
advanced NGI by Vujakovic (2009); 

- This choice may be relevant: e.g., Vujakovic (2009) shows that moving from KOF to 
NGI reduces the rank of the 9 Islamic countries on average by more than two 
positions in the ladder. 



Which channels? Which ways out? – 1 
 Variety of capitalism: Are the poor lazy? Are the bankers “bangsters”?: 
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Which channels? Which ways out? – 2 
 Variety of capitalism: Are the poor lazy? Are the bankers “bangsters”?: 



Which channels? Which ways out? – 3 
 Variety of capitalism: Are the poor lazy? Are the bankers “bangsters”?: 

Continental European capitalism differs 
from both models: it secures individual 
freedom but it features mechanisms 
aimed to common goods as well, e.g.:  
• relatively large welfare state; 
• large role of the no-profit sector; 
• vast incidence of cooperatives 
(mission to serve communities);  
• Social market economy (in some 
countries);  
• high frequency of family businesses 
(with longer-term/community sensitive 
objectives);  
• size and nature of trade unions  

 
State capitalism is distorted by 
pervasive political interference – 
because of the remaining elements 
of command economy – and 
cannot insure individual freedom 

Being based only on individualistic 
motivations (utility, profit, rent), 
financial capitalism is unstable, it 
builds bubbles in the prices of assets, 
over-indebtedness, global 
imbalances; it destroys social 
capital. 



Which channels? Which ways out? – 4 
 Financial capitalism vs. productive capitalism: 
 from Philippon-Reschef, 2009 



Which channels? Which ways out? – 5 
 Replacing the market fundamentalism ideology not capitalism: 
- Working on the “élites” theory may be fruitful but that’s exactly where also Keynes 

and, after all, FDR stood (Rahman, 2012, Democracy and Productivity: The Glass-
Steagall Act and the Shifting Discourse of Financial Regulation). 
 

 Any hope from “integral sustainability”? 
- And, maybe, we should also remind that a big challenge to the financial capitalism 

ideology comes from the issue of sustainability; 
- Not by chance, various criticisms came out, especially in the US, after Pope Francis 

recently sent out his encyclical letter “Laudato si’” (Thou be lauded) invoking the 
spirit of St Francis of Assisi and proposing the idea of “Integral sustainability”; 

- In other words, the concept of Social Sustainability (caring for the poor) and that of 
Environmental Sustainability (caring for life on planet Earth) are intertwined: There 
will be no peace between humans and nature if there is no peace between human and 
human! 
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