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Economic Development should
be concerned about inequality 
affecting all population groups 

suffering from inequality, racism, 
and other types of disadvantage.
Population priorities will vary in 
many cases by geographic area.



Don Iannone “Ya-known”
¡ Career spans 4 decades in economic development, healthcare, environmental protection, 

and higher education. 

¡ Faculty member at European Union-based Transcontinental University, teaching in its MBA 
and Ph.D. in Business programs. 

¡ Since June 2020, his research has focused on how systems theory and complexity science 
can improve understanding of and responses to economic inequality.

¡ From 1986 to 2000, headed the Economic Development Center and Environmental Finance 
Center in Cleveland State University’s College of Urban Affairs.

¡ Worked as a strategy, policy, and research consultant in 32 states and 8 countries on myriad 
issues, including extensive work with North American Indian tribes and economically 
disadvantaged communities.

¡ Held leadership positions in various national and state economic development and 
environmental organizations. 

¡ Taught economic development courses for many years at the University of Oklahoma EDI 
and Cleveland State University.  Former director of Ohio Basic ED Course.

¡ Author of over 20 academic and professional articles, book chapters, and monographs on 
economic development and environmental issues, and 12 books in various fields. 

¡ Frequent speaker on issues in economic development, public policy, and religion and 
spirituality.

¡ Education includes: Doctor of Divinity degree, Master of Divinity degree, M.A. in Philosophy, 
a professional diploma in Economic Development, graduate training in Organizational 
Behavior, and a B.A. in Cultural Anthropology. Finally, he is an ordained interfaith minister. 

¡ Don and his wife Mary live in Greater Cleveland. They have two sons and grandsons. 3



PRESENTATION 
OBJECTIVES

1. Provide a high-level synthesis of my research 
on inequality and its costs, which can 
hopefully strengthen your approach to 
addressing inequality and its costs in 
economic development.

2. Provide a thoughtful and practical economic 
development approach to developing 
performance measures for inequality and its 
costs.

Note: Given our limited time today, my presentation 
provides at best a quick introduction to this subject. 

Please view it as such.
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Questions You Might 
Ask Yourself Before 
Launching into 
Measuring Inequality 
and Its Costs

1. How does inequality relate to the mission, values, 
and work of your economic development 
organization?

2. What is your understanding of inequality, its costs, 
and how it relates to economic development? 
How do you define inequality, its causes, and 
effects, including its costs? 

3. How do you see your organization acting alone 
and in concert with its partners to reduce 
inequality in your area?
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Note: Give some starting thoughts to these questions today,  and please continue exploring after this session.



My Central 
Message about 
Measuring the 
Costs of 
Inequality

“The first step is to measure whatever can be 
easily measured. This is okay as far as it goes. 
The second step is to disregard that which can't 
be easily measured, or to give it an arbitrary 
quantitative value. This is artificial and 
misleading. The third step is to presume that 
what can't be measured easily really isn't 
important. This is blindness. The fourth step is to 
say that what can't be easily measured really 
doesn't exist. This is suicide.” 

The same may be said about measuring 
inequality and its costs!

Note: Social scientist and pollster Daniel Yankelovich offered this view of the inherent dangers of 
measurement of things we don’t really understand. He was quoted in Goodman, George, J.W., 
SuperMoney, Random House New York,  (1972).
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Summary: Twelve Key Take-Aways from My Research

1. Explore Your Values and Beliefs. Be a 
Moral Champion for Equality!

2. See Measurement as Paying Very 
Close Attention to the World

3. Do Something about Inequality

4. Costs to Whom and How Large

5. Multicausal Roots and Emergent 
Nature

6. More Correlation than Causation

7. Approach Change Systematically 
(Performance Measures, Evaluation, and 
Continuous Improvement)

8. Quasi-Experimental Research Design

9. Evidence-Based Policy Approach

10. Learn from Medicine

11. Try, Try, and Try Again

12. Select Your Best Opportunities 7



First Batch of  Takeaways
1. Explore Your Values and Beliefs and Be a Moral Champion for Equality: 

They will influence how you see the realities of inequality and what you choose to 
do about them. They will influence how you see the costs of inequality and possible 
ways to address them within economic development. 

2. See Measurement as Paying Close Attention: Measuring performance is paying 
attention in an organized way, and then describing what you learn in a way that 
informs decisions and actions.

3. Do Something about Inequality: Despite our struggle to establish cause-effect 
relationships through scientific research, economic developers, like everyone else, 
must do their part to reduce inequality in society.

4. Costs to Whom and How Great?: In thinking about the costs of inequality, we 
need to ask the question: “Costs to whom and how large are they?” 8



Second Batch of  Takeaways
5. Multicausal Roots and Emergent Nature: Inequality, in its many forms, has multicausal roots, and it is best viewed as a 

set of “emergent conditions” within a complex socio-political economic system such as a substate regional economy.

6. View Inequality in Complex System Terms: While a great deal of research in several fields (economics, sociology, 
political science, and others) has been conducted on the various forms of inequality, we remain at loss to provide an 
adequate scientific explanation of the problem. Existing research is stuck on transcending correlation to get to causation. 
We are in the same position in understanding the costs of inequality.  A better framework for understanding inequality is in 
“complex system terms,” where inequality is seen as emergent within a dynamic system. Let’s accept there is no single 
cause of inequality. Inequality is a description of the structure of relationships within a socioeconomic system, and it is a
description of the social and economic outcomes from that system. Inequality in this sense is a “relational outcome.”

7. Approach Change Systematically (Performance Measures, Evaluation, and Continuous Improvement): We 
should view inequality performance measures, including those aimed at measuring its costs, along a continuum with 
performance measures at one end and evaluation at the other.  Performance measures enable monitoring, therefore they 
are ongoing. Evaluation is discrete and occurs at designated times in a program or policy’s life. The goal of both should be 
continuous improvement.  Assuming we can clearly define a policy or program and how it works, performance measures 
can describe what the program or policy did and well it did it. Evaluation tells us about the effects of a policy or program 
on a population or problem.

8. Quasi-Experimental Research Design in Future: Science has the benefit of randomly controlled experiments. For 
now, the social sciences must look to quasi-experimental research design to systematically investigate problems like 
inequality, assuming we have the necessary longitudinal data available. 
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Third Batch of  Takeaways 
9. Evidence-Based Policy Approach:  Future research is needed to understand the causes and effects of inequality 

in society and provide a stronger foundation for evidence-based policy (EBP) at the Federal, state, and local levels. 
EBP says that public policy decisions should be based on, or at least informed by, rigorously established objective 
evidence. This contrasts with public policy based on ideology or common sense.

10. Learn from Medicine: If economic development chooses to work in the direction of becoming more evidence-
based, it can learn a great deal from medicine about the effective use of performance measures, evaluation research, 
dashboards, and other tools. For starters, view an inequality dashboard in much the same way medicine sees 
diagnostic panels (e.g., blood test panels).  A medical diagnostic panel focuses on the body as an interrelated system. 
Each test in the panel informs us about an aspect of the body’s health.  Think about the role of “treatment” and 
“prevention” as they apply to inequality. Finally, see the system giving birth to inequality as dynamic in nature.

11. Be Experimental: Try things and learn from your experiments. If they don’t work, ask yourself why. If they work, 
ask yourself why.

12. Best Shorter-Term Opportunities within Economic Development to Make a Difference Exist in 
Incentives, Tax Policy, Workforce and Talent, and Entrepreneurship and Small Business Development: 
Each of these areas offers accessible opportunities for near-term experiments in reducing inequality.
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What are the Costs of Inequality?

Honestly, it depends upon how you 
define inequality, how you define and 
measure its costs, and who you ask! We 
must recognize the role of political 
ideology in shaping national and local 
views of inequality. The political ideas 
held by your organization’s leadership 
and the citizens in the community or 
region you serve must be understood. 
They have everything to do with your 
success in reducing inequality in your 
area. Understanding the costs of 
inequality in your area is one step along 
the path to creating common ground 
for addressing inequality. 11

Inequality 
definition

Cost 
definition

Who you 
ask

Progressive 
View

Conservative 
View
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Rent-seeking: Practice of manipulating public policy or economic conditions 
as a strategy for increasing profits.

Economic Development Can Learn from Both Policy Camps

Far Left        Leaning Left            Middle         Leaning Right      Far Right

Where does your view of inequality fall along on this political ideology continuum?

Market failure may be seen as a source of economic inequality taking the form of 
occupational, educational, managerial, and capital rents that are generated by institutional 
barriers that restrict the free flow of capital or labor.

Market role is recognized, but 
not trusted alone to resolve 

market imperfections creating 
inequality without government 

help.

Economic outcomes are 
functions of both the market 

and government. The two 
should work together to 

reduce inequality.

Differences accounted for by 
historical and structural 

relationships, including how 
institutions can favor the rich 

and powerful.

Government justified in 
intervening if market failures 

remain uncorrected, and 
benefits accrue 

disproportionally to those 
most advantaged.

Progressive 
Policy View

Acknowledges inequalities 
exist, but more tolerant of the 

status quo in income and 
wealth inequalities. Trust 

market to resolve.

Economic outcomes result 
from the market and individual 

productivities. Government 
intervention can even 

contribute to inequality.

Differences accounted for in 
large part by “human capital” 

(talent, education, and 
training).

Government should intervene 
for education and training, and
minimize other interventions. 

It should also avoid “rent-
seeking”

Conservative 
Policy  View



Costs of Inequality: Research Synthesis

1. Perpetuation of socioeconomic classes based upon race, ethnicity, income and wealth

2. Reduced socioeconomic mobility, contributing to social tension between “haves’ and have-nots” 

3. Reduced sense of economic well-being, contributing to the cycle of discouragement and hopelessness

4. Drag on economic growth because of reduced workforce participation, under-employment, and foregone consumer 
demand and spending

5. Residential segregation and sprawl in communities and regions driven by race and class

6. Income and wealth inequality reduce access to financial credit and productive assets (purchases of housing, 
education, healthcare, computers and Internet, etc.)

7. Reduced access to education and business start-up and growth resources

8. Increased crime and incarceration by those disadvantaged by inequality

9. “Opportunity hoarding,” or controlling resource access by the wealthy and creating economic segregation

10. Distrust of government and reduced participation in the political process by those disadvantaged by inequality

11. Government and private investment costs of dealing with the inequality (Cost of the cure)
13



One of the Better National Studies on the Cost of Income Inequality

1. What If Incomes Grew Like GDP Did? Question addressed in a new 
Rand study.

2. In the two decades following World War II, incomes and the economy 
have similar growth rates. Starting in 1975, incomes for the bottom 90 
percent of individuals grew more slowly than the economy as a whole as
incomes for the top 10 percent grow faster. Had the bottom 90 percent 
kept up with GDP growth, they'd have collectively taken home $2.5 
trillion more in income in 2018.

3. From 1975 to 2018, the difference between the aggregate taxable 
income for those below the 90th percentile and the equitable growth 
counterfactual totals $47 trillion. 

4. In 2018, the typical full-time worker earned about $50,000, but if that 
same worker had kept up with the economy's expansion, they would 
have earned $92,000 annually.

Source: Price, Carter C. and Kathryn A. Edwards, Trends in Income From 1975 to 2018. Santa Monica, CA: 

RAND Corporation, 2020. 
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Five Types of Inequality:  Which do you want to measure?

1.Economic Outcome (Income and wealth)
2.Opportunity (Resources and life chances)
3.Treatment and Responsibility 

(Undermine personal agency and self-worth)
4.Legal or Civic (Constitutional rights, voting)
5.Membership (Associations, clubs, political 

parties)
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While all are important in a local 
economic development context, 
economic outcome and access 
to opportunity seem to be most 
applicable. Each contributes to the 
costs of inequality in society.

Note: Disasters like hurricanes, 
pandemics, and power grid failures 
can contribute to or exacerbate 
inequality.



Systems Thinking about Inequality and Economic Development

Causes of 
Economic 
Inequality?

Forms of 
Inequality?

Costs of 
Inequality?

How Can 
Economic 

Development 
Reduce 

Inequality? 16



Measuring and Tackling Inequality: Where Do You Focus?

Focus 1: Local Economic 
Development System

Focus 2: City, County, Metro Area, 
or Region

Focus 3: Area Business Sector

• Your Organization’s Performance
• Your Partners’ Performance
• Appropriate Outcome Measures?

• Public Sector’s Performance
• Not-for-Profit Sector Performance
• Appropriate Outcome Measures?

• Performance of Local Companies in Leading 
Growth Industries and Sectors

• Performance of Local Companies in All Other 
Sectors

• Appropriate Outcome Measures?
17



Few Examples of Efforts to Measure and Track Local Inequality

1. Scotland’s Centre for Regional Inclusive Growth: https://www.inclusivegrowth.scot/ (One of my favorites)*

2. Nevada Tomorrow: https://www.nevadatomorrow.org/indicators/index/view?indicatorId=288 (One of my favorites) 
(Uses Gini Coefficient)*

3. Minneapolis-St. Paul Center for Economic Inclusion: https://www.centerforeconomicinclusion.org/dashboard-1

4. District of Columbia Inclusive Prosperity Initiative: https://dceconomicstrategy.com/

5. Federal Reserve Bank of Philadelphia: https://www.philadelphiafed.org/community-development/inclusive-growth *

6. Brookings Metro Monitor: https://www.brookings.edu/research/metro-monitor-2018/ *

7. Third Way Opportunity Index (useful way to make comparisons based on job quality: 
https://thirdway.imgix.net/downloads/the-opportunity-index-ranking-opportunity-in-metropolitan-america/Opportunity-
Index-Data.pdf

8. Fund for Our Economic Future (Interesting look at strategic issues and their economic consequences): 
https://www.thefundneo.org/research/

*All metros including smaller ones and some counties and cities
18

https://www.inclusivegrowth.scot/
https://www.nevadatomorrow.org/indicators/index/view?indicatorId=288
https://www.centerforeconomicinclusion.org/dashboard-1
https://dceconomicstrategy.com/
https://www.philadelphiafed.org/community-development/inclusive-growth
https://www.brookings.edu/research/metro-monitor-2018/
https://thirdway.imgix.net/downloads/the-opportunity-index-ranking-opportunity-in-metropolitan-america/Opportunity-Index-Data.pdf
https://www.thefundneo.org/research/


Evidence-Based Approach to Inequality Measurement and 
Intervention in Economic Development

Dashboard 
Measures

Economic Distress 
and Disparity 

Measures

Economic 
Opportunity 

Measures

Diversity, Inclusion, 
and Empowerment 

Measures

ED Outcomes and 
Degree They 

Benefit 
Disadvantaged

Location and Spatial 
Patterns of 

Development

ED Policy and 
Program Thrusts

Tax Policy and 
Incentives

Employment and 
Workforce

Entrepreneurship 
and Business 
Ownership

Emerging Economic 
Opportunities

(Technology, supply 
chain, global, other)

Education, 
Transportation, 

Healthcare, 
Housing, etc.
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Build a real-time 
understanding 

through monitoring 
the economic cost 

realities of 
economic inequality 
as a foundation for 

continuous 
improvement

Evaluate on a 
scheduled basis the 
impact of inequality-
reducing economic 
development policy 

and program 
interventions as 

inputs to 
continuous 

improvement



Appendix
SOME KEY RESEARCH FINDINGS AND CONCLUSIONS AND METRICS 

FOR MEASURING THE COSTS OF INEQUALITY
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Inequality 
Performance 
Measures

Source:  The Opportunity Agenda: 
https://www.opportunityagenda.org/
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Three Measures Widely Used to Measure Inequality and an 
Example Using the Gini Coefficient

1. The Gini index, or Gini 
coefficient, is a measure of the 
distribution of income across a 
population It is often used as a gauge 
of economic inequality, measuring 
income distribution or, less 
commonly, wealth distribution 
among a population. The coefficient 
ranges from 0 (or 0%) to 1 (or 
100%), with 0 representing perfect 
equality and 1 representing perfect 
inequality. Values over 1 are 
theoretically possible due to negative 
income or wealth.

2. The Palma Ratio is a measure of 
inequality. It is the ratio of the 
richest 10% of the population’s share 
of gross national income (GNI) 
divided by the poorest 40%’s share.

3. A Lorenz Curve is a graphical 
representation of the distribution of 
income or wealth within a 
population. Lorenz curves 
graph percentiles of the population 
against cumulative income or wealth 
of people at or below that 
percentile.
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Jurisdiction Per Capita rate
Total Annual Direct and Passive 
Revenue Losses

Mishawaka, Indiana $416 $20,072,792

St. John the Baptist Parish, 
Louisiana $407 $17,858,805

New York, New York $401 $3,389,468,000

Bloomington, Minnesota $333 $28,360,455

East Palo Alto, California $302 $8,855,528

Seneca County, New York $278 $9,726,072

Chicago, Illinois $220 $596,599,000

Greenville, South Carolina $211 $13,248,017

Kansas City, Missouri $190 $89,811,000

Kenosha, Wisconsin $181 $18,032,574

DeKalb, Illinois $177 $7,657,438

Glendale, California $171 $33,814,000

Cicero, Illinois $162 $13,621,598

Denver, Colorado $162 $107,244,000

Liberty, Missouri $158 $4,780,219

Niagara Falls, New York $156 $7,648,484

Pittsburg, California $155 $10,534,624

West Baton Rouge Parish, 
Louisiana $140 $3,501,030

District of Columbia $140 $92,037,000

Localities Reporting Largest Losses From Tax Abatements
Cities and counties reported the largest total losses on a per capita basis of the 446 
reviewed. Source: Governing Magazine

Gini Index 
Quartile Group

Gini Index 
Values

Median Tax 
Abatements Per 
Capita

1st (Least 
Inequality) 0.346-0.423 $3.49

2nd 0.423-0.446 $6.90

3rd 0.446-0.472 $5.26

4th (Highest 
Inequality) 0.472-0.605 $9.29

Governing Magazine: 
https://www.governing.com/archive/local-tax-incentives-
subsidies-income-inequality-report.html



Race in Workplace: New McKinsey & Company Study
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Latest Poverty Rate Estimates by Race  

Percent with family
resources below 100%
of SPM poverty level

Percent with family
resources below 50% of

SPM poverty level (deep
poverty)

Percent with 
family resources 
below 200% of

SPM
poverty level

All people 13.7 4.4 45.0

White, non-Hispanic
people

9.6 3.6 34.9

Black, non-Hispanic people 18.1 5.1 61.1

Hispanic people 21.9 5.6 65.5

24
Projected 2021 Annual Poverty Rates by Race and Ethnicity
Source: Source: Urban Institute projections as of February 2021,



Inequality-Poverty 
Overlap
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Source: Population Reference Board, 2016: https://www.prb.org/poverty-and-inequality-us-counties/

Official poverty measure is used to measure 
poverty and the Gini index is used to 
measure inequality between households.

Official poverty = Money income before 
taxes and does not include capital gains or 
noncash benefits (such as public housing, 
Medicaid, and food stamps).

Gini Coefficient or Index = Measures 
the distribution of income across a 
population. It is often used as a gauge of 
economic inequality, measuring income 
distribution or, less commonly, wealth 
distribution among a population. The 
coefficient ranges from 0 (or 0%) to 1 (or 
100%), with 0 representing perfect equality 
and 1 representing perfect inequality. Values 
over 1 are theoretically possible due to 
negative income or wealth.



Tax Cost to Lower Income Households
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Tables from Pew Research Center 2019 Inequality Report
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Tables from Pew Research Center 2019 Inequality Report
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Tables from Pew Research Center 2019 Inequality Report
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Comparing Some Theories of Inequality
Theory Essence Cause(s) Policy Response(s)

Poverty Trap Created when an economic system requires a 
significant amount of capital to earn enough to 
escape poverty. 

Multiple causation: Low income, limited access to 
credit, capital flight, poor education systems, 
distressed communities, others.

Multi-faceted: Education and training, 
government subsidies, community 
revitalization, many other actions.

Conflict Theory Focuses on the competition between groups within 
society over limited resources. Roots in Marxist 
economics and sociological class theory.

Multiple causation: Socioeconomic classes and 
inequality arise from unfair resource competition.

Multi-faceted: Government policies 
redistribution policies (tax, other) and reduce 
monopolistic control.

Disappearing 
Middle Class

Growth of wealthy and higher income by upper 
class comes at the direct expense of middle class

Multiple causation: Tax policy, manufacturing decline, 
middle class neighborhood decline, other.

Multi-faceted: Tax policy changes, create good 
jobs, neighborhood reinvestment, other

Hollowing Out Manufacturing job losses have reduced income and 
wealth of working-class & low-income class

Multiple causation: Job losses due to offshoring, labor-
saving technology, foreign competition, other.

Multi-faceted: Re-shore manufacturing,  worker 
retraining, limit foreign imports, other.

Racial Economic 
Inequality

Racial discrimination is at the heart of economic 
inequality.

Multiple causation: Systemic racism reducing access 
to opportunity and resources.

Multi-faceted: Legal reform, inclusive growth, 
education and training, entrepreneurship, 
other.

Regional 
Disparity Theory

Rich people/poor people has given rise to rich 
regions/poor regions.

Multiple causation: High concentration of technology, 
talents, financial resources, and other advantages in 
some regions over others

Multi-faceted: Improve competitive advantages 
of resource-short regions. Federal policies 
aimed at evening growth.

Systems Theory Inequality rises from overall relationships and 
structure of an economic system.

Multiple causation: Relationships and structure of 
system favor some over others. Systemic racism.

Multi-faceted: Change relationships to improve 
equity and efficiency.

Complexity 
Science 

Inequality seen as emergent, social and economic 
entropy and self-organizing nature of economies.

Multiple causation: Underlying patterns in micro-
system give rise to macro-system patterns.

Multi-faceted: Improve feedback loops, change 
rules governing system and relationships 30



Intersectionality 
Theory, Emergence, 
and Complex Systems, 
and Inequality

¡ Intersectionality theory says that people 
are disadvantaged by multiple sources of 
inequality, including race, ethnicity, gender, age, 
sexual orientation, and class, and that the 
causes of inequality are multi-faceted and 
interrelated in nature.

¡ Complexity Science View: Inequality is 
seen as an “emergent systemic outcome,” 
which means it emerges as a function of the 
relationship of several interactive factors. 
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How to Contact Don Iannone

¡ Email: diannone@gmail.com

¡ Phone: 440.668.1686

¡ Web: https://www.donaldiannone.com/
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