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Executive Summary

 — Spain has made substantial progress in living conditions, with benefits for almost all of its 
population, thanks to the improvement of public services and the expansion of social welfare 
provisions, both contributory and non-contributory.  

 — Nevertheless, Spain still has many shortcomings and imbalances that make it the country with 
the third highest income inequality in the EU and the fourth highest population at risk of poverty.

 — In terms of wealth, the situation is somewhat more favourable, with a level of inequality in 
Spain similar to the EU average. However, for some years now, there has been a worrying 
trend towards the concentration of wealth, with sharp intergenerational differences. So far 
this century, the wealth gap between 65 year olds and 35 year olds has doubled, and now 
resembles that of the US. 

 — The main causes behind this situation are the shortcomings of our labour market and the 
insufficient revenue-raising and redistributive capacity of our tax system and welfare state. 
In Spain, the poorest people pay more taxes (in relative terms) than the middle class, and 
social transfers are less focused on vulnerable groups than in other neighbouring countries.

 — Moreover, since the beginning of the century, our social elevator has been running poorly. 
In Spain, being born into a low-income family conditions educational and professional 
development opportunities to a greater extent than in other European countries. 

 — Demographic ageing and technological transformation could exacerbate these negative trends 
over the coming decades. If we are to avoid this, Spain needs to change its growth pattern, 
strengthen public education, address labour market deficiencies, and tackle the housing 
problem, with a special focus on young people and the most vulnerable groups. It will also be 
necessary to undertake a gradual but far-reaching tax reform that will make the system more 
progressive, raise tax collection to the average of the most advanced EU countries, and reduce 
tax fraud and the black economy. 

 — This is the only way we can strengthen the welfare state and increase public spending 
on social protection (especially non-contributory benefits). The ultimate goal is to reduce 
income inequality to the level of the most advanced countries in Europe and to halve the 
poverty rate by 2050. 
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The past: what we’ve achieved

Spain is one of the most unequal countries in Europe. The particularities of our growth pattern , 
the deficiencies of our labour market, the insufficient revenue-raising and redistributive capacity 
of our welfare state, and the dynamics of our real estate market have created a vicious circle in 
which some types of economic inequalities, far from being corrected, have been exacerbated over 
the last decade. This has led to a severe social fracture that is preventing us from realising our full 
potential as a country and is conditioning the lives of millions of people.

This does not mean, however, that Spain has not made great progress in living conditions [see 
chapters 1 and 9] or that important progress has not also been made in the distributive sphere. 
This progress began as early as the 1980s, when root and branch reforms were implemented 
to make the tax system more progressive,1 increase public spending on social transfers 
(unemployment and pensions),2 and universalise access to key services for equal opportunities, 
such as education and health.3 This resulted in a significant reduction in economic inequality (due 
to both the improvement in low incomes and lower accumulation of higher incomes)4 and a sharp 
fall in poverty, which fell by more than 10 percentage points between 1980 and 19905 [Fig. 1].

In the 1990s, the expansion of the welfare state continued, albeit more moderately, in the 
1990s. During this period, mechanisms created in previous years were consolidated and new, no 
less important, mechanisms were introduced, such as non-contributory pensions and regional 
minimum income schemes, which made it possible to regulate and expand social assistance 
spending that until then had been limited almost exclusively to one-off, poorly regulated benefits.6 

Fig. 1. Inequality of disposable income as expressed by the Gini coefficient in Spain
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Joining the euro and the adoption of the Lisbon Strategy at the beginning of the 21st century gave 
the social agenda new impetus in Spain. Resources for the fight against social exclusion were 
increased and coordination between different levels of government was improved, following the 
National Action Plans for Social Inclusion.8 

Unfortunately, the Great Recession of 2008 halted this progress and led to a rapid and significant 
increase in inequality and poverty in Spain.9 In the crisis years, the rise in unemployment 
and part-time employment and the fall in labour income10 led to a sharp increase in income 
inequality11 [Fig. 2], and wiped out much of the progress made in previous decades [Fig. 1].12 
In that period, one in six middle-income households fell into the lowest income group, and 
one million people crossed the poverty line.13 Our redistributive system managed to mitigate the 
most negative impacts of the crisis by half between 2012 and 2015.14 Even so, public intervention 
was insufficient, and inequality and poverty increased in Spain more than in the rest of Europe 
during those years.15

When the economy started to grow again, from 2014 onwards, income inequality started to fall 
again, but at a moderate pace. Spain was unable to recover the peak levels of equality reached 
at the end of the 20th century. Persistently high levels of unemployment and underemployment 
(unwanted temporary contracts and part-time work), low wages for younger people who had 
entered the labour market during the crisis, and a falling wage share in national income until 
2018,16 prevented a more equitable distribution of economic growth [Fig. 2]. By 2019, half the 
population still reported difficulties making ends meet, and one in three people were unable to 
meet unforeseen expenses.17

Fig. 2. Average annual growth rate of disposable income by income decile in Spain
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Despite these difficulties, some important redistributive advances have also been made in recent 
years. One of them is the approval of the Minimum Living Income in 2020, a welfare income 
guarantee that represents a significant step forward in non-contributory benefits and which, when 
fully developed, will bring us a little closer to the least unequal countries in Europe.19 

Today, our welfare state has reduced inequality by over 37% as a result of the tax and 
benefits system; this is less than in other EU countries, but over 11 percentage points higher 
than it was in 1980 [Fig. 3]. It also has also reduced poverty by more than 37%, while in 1980 
that figure was 30% [Fig. 4].

Fig. 3. Reducing inequality in Spain as a result of the 
tax and benefits system

Source: Drafted by the authors based on data  
from Ayala and Cantó.20

Fig. 4. Poverty reduction in Spain as a result  
of the tax and benefit system

Source: Drafted by the authors based on data  
from Ayala and Cantó.21

As we will see below, there is still a long way to go. But it is important to keep in mind the many 
achievements to date, which show that, we put our mind to it, Spain can make great strides 
towards equality and equity.

0%

5%

10%

15%

20%

25%

30%

35%

40%

19
73

19
80

19
90

20
05

20
10

20
14

20
19

%
 re

du
ct

io
n 

in
 th

e 
G

in
i i

nd
ex

0%

5%

10%

15%

20%

25%

30%

35%

40%

19
73

19
80

19
90

20
05

20
10

20
14

20
19

%
 re

du
ct

io
n 

in
 th

e 
po

ve
rt

y 
ra

te
 

0%

5%

10%

15%

20%

25%

30%

35%

40%

19
73

19
80

19
90

20
05

20
10

20
14

20
19

%
 re

du
ct

io
n 

in
 th

e 
G

in
i i

nd
ex

0%

5%

10%

15%

20%

25%

30%

35%

40%

19
73

19
80

19
90

20
05

20
10

20
14

20
19

%
 re

du
ct

io
n 

in
 th

e 
po

ve
rt

y 
ra

te
 



Spain 2050    Less unequal324

The present: UNRESOLVED ISSUES

Despite significant progress on social issues in recent decades, today Spain remains what it was 
at the end of the last century: one of the countries in Europe with the highest levels of income 
inequality. This is evident in virtually all available indicators that measure the differences in 
income that citizens derive from their labour and capital. The Gini index is one of them.22 According 
to the latest data, Spain is the country with the third highest disposable income inequality in 
the EU-27 [Fig. 5]. 

Fig. 5. Inequality of disposable income expressed in the  Gini coefficient, 2019

0

5

10

15

20

25

30

35

40

45

Bu
lg

ar
ia

Ro
m

an
ia

Sp
ai

n

It
al

y

Lu
xe

m
bo

ur
g

Po
rt

ug
al

G
re

ec
e

Es
to

ni
a

EU
-2

7

G
er

m
an

y

Cr
oa

tia

Fr
an

ce

Po
lo

ni
a

Ir
el

an
d

H
un

ga
ry

Sw
ed

en

Au
st

ria

De
nm

ar
k

EU
-8

N
et

he
rla

nd
s

Fi
nl

an
d

Be
lg

iu
m

Cz
ec

h 
Re

p.

Sl
ov

en
ia

Sl
ov

ak
ia

- inequality + inequality

Source: Authors' own, based on Eurostat data.23

High inequality in turn translates into a high incidence of poverty.24 In 2019, 21% of Spain’s 
inhabitants lived on less than 740 euros per month [Fig. 6] and more than 5% suffered severe 
material deprivation, not being able to afford a personal computer or to keep their home at an 
adequate temperature [see chapter 6].25

Fig. 6. Percentage of population at risk of poverty, 2019
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These levels of poverty risk, disproportionately high for an advanced economy such as ours, are 
also highly chronic27 and especially impact the younger population.28 Over the last two decades, 
but especially since the Great Recession, the population at risk of poverty among over-65s and 
over has fallen considerably, but has grown among those under 25 [Fig. 7] as a result of youth 
unemployment, low entry wages, and rising housing prices.29 

This process has also affected households with dependent children, resulting in a significant 
increase in children's vulnerability. Currently, an estimated 27% of children and adolescents 
under the age of 18 in Spain live at risk of poverty and social exclusion, and 12% suffer from 
severe poverty; a proportion that is almost double the EU average30 This is one of the most 
serious structural problems in Spain, and a serious threat to the future, since child poverty has 
a high cost for society and is one of the main determinants of poverty in adulthood,31 generating 
a vicious circle due to its interdependence with other multiple aspects of social inequality.32 
Child poverty is also a burden for the reduction of school drop-out rates and the improvement 
of educational results,33 and affects equal opportunities among the young.34 All this is reflected, 
of course, in the access to quality jobs,35 thus affecting the welfare of a significant number of 
citizens.36 

Another worrying trend is that poverty is no longer only associated with unemployment, but has 
spread to those still working. In fact, it already affects 13% of those in full-time employment in 
Spain, the second highest rate of “working poor” in the EU.37 Even having a job is no guarantee 
of protection against poverty and social vulnerability.

Fig. 7. Percentage of population at risk of poverty by age group in Spain

0%

5%

15%

20%

25%

30%

35%

40%

10%

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

18-24 65+

Source: Authors' own, based on Eurostat data.38



Spain 2050    Less unequal326

In addition to income inequalities, there are also significant differences in wealth among 
citizens. If we understand wealth as the sum of the value of assets owned (homes and other 
buildings, and financial investments, mainly) minus debts, the latest available data reveal that, in 
2017, the richest 10% of the Spanish population accumulated more wealth than the remaining 
90%, hoarding assets worth 1.3 million euros. In contrast, the poorest 25% had debt worth an 
average of 200 euros more than their assets.39 

Although this is a big difference, Spain has a moderate level of wealth inequality in the European 
context, similar to the EU-27 average and lower than the likes of Germany, the Netherlands and 
Austria [Fig. 8].

Fig. 8. Wealth inequality, 2017

0

1

2

3

4

5

6

7

8

9

Germany Netherlands Austria EU-8 France Spain Finland EU-27 Belgium

90
/5

0 
w

ea
lth

 ra
tio

Source: Drafted by the authors based on data from HFCS.40

This is not to say, however, that this issue is of minor importance. Although wealth inequality 
remained relatively moderate between 1980 and 2007, mainly due, as we shall see below, to 
the high percentage of households in Spain with home ownership and rising house prices,41 we 
observe a change in the trend towards greater concentration of wealth from 2007 onwards, 
which threatens to continue into the future [Fig. 9].
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Fig. 9. Distribution of wealth by income level in Spain
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There has also been a marked increase in intergenerational wealth inequality. Between 1999 
and 2015, the average wealth of 65 year-olds in Spain more than doubled compared to the 
average wealth of 35 year-olds. Today, people aged 65 have five times more wealth than people 
aged 35. This generation gap is common in advanced economies (people accumulate assets over 
the years), but in Spain it has accelerated to the point where it has reached the level of extremely 
unequal countries such as, for example, the United States. [Fig. 10].

Fig. 10. Average wealth ratio of people aged 65 and 35 in Spain
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The effects of inequality

The impacts that inequality has on a country are not easy to gauge given the enormous complexity 
of the causal processes involved and their great variability depending on the context in which they 
occur.44 A certain wage differential between workers with different productivity levels can provide 
an incentive to improve human capital and thus economic growth in the long run.45 However, 
an excessive level of inequality has very severe negative effects, not only on individuals at 
the bottom of the income distribution (the poorest), but also on society as a whole. Indeed, 
there is ample empirical evidence to suggest that inequality can harm economic growth46 by 
increasing financial instability,47 discouraging innovation,48 and impeding the upgrading of labour 
force skills, which in turn hinders productivity gains.49 Numerous studies have also shown that 
greater inequality is associated with greater instability and lower political participation,50 higher 
crime51 and violence,52 more corruption,53 less trust in institutions,54 lower well-being55 and less 
social cohesion.56

Excessive inequality also tends to erode two of the main pillars of any liberal democracy: 
intergenerational social mobility and equality of opportunity. Absolute social mobility is often 
referred to as the "social elevator", and its study allows us to establish whether the next generation 
reaches a better, equal or worse socio-economic position than that of their parents. Equality of 
opportunity refers to the possibility for everyone to attain a certain level of education, occupation 
and income regardless of the socio-economic position of their parents.

In the past, Spain managed to install a powerful social elevator that allowed many people to 
progress and achieve a better social position than their parents had.57 From the mid-1990s 
onwards, however, this social elevator became rusty and has run increasingly poorly, in particular  
for men58 [Fig. 11]. Today, Spain suffers from low and poorly distributed intergenerational social 
mobility,59 which mainly affects the less wealthy autonomous communities and young people 
from poorer households.60 

Fig. 11. The social elevator in Spain
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In addition to low intergenerational mobility, there is another major problem: the lack of 
equal opportunities.62 Data show that equality of opportunity in the fields of education and 
employment in Spain is one of the lowest in the EU63 [Fig. 12]. Of particular concern is the 
persistence of intergenerational transmission of educational disadvantage: 45 per cent of those 
born into households with basic education remain at the same level, and only 32 per cent of 
children from families with basic education go on to higher education.64

Fig. 12. Educational and occupational social mobility
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This inequality of opportunity most affects people in the poorest quintiles. Being born into 
a low-income family in Spain is associated with poorer income66 and career outcomes,67 and 
significantly reduces the likelihood of good health.68 So much so that in cities such as Madrid and 
Barcelona, average life expectancy in wealthier neighbourhoods is between 7 and 11 years 
higher than in the poorest neighbourhoods.69

These gaps in opportunities and outcomes mean that the problems associated with poverty and 
inequality impact generation after generation from the same households, becoming entrenched 
and magnified over time, which in turn is an obstacle to improving human capital, productivity and 
the well-being of the country as a whole. If Spain wants to converge with the EU-8 by 2050, it 
will have to correct this situation and guarantee equal opportunities for all. Doing so will not 
be easy, but it is perfectly possible. Spain has already made significant progress on this front in 
the past and can do so again. Many of the necessary instruments and conditions already exist. 
The key, as we will see below, is to address the causes of the problem in a comprehensive and 
sustained manner.
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Pathways to improvement: ways to reduce inequality in Spain

The high levels of inequality in Spain are caused by a multitude of factors, many of which respond 
to global trends that have affected most advanced economies in the West.70 One of the most 
important of these has been the internationalisation of production processes and the emergence 
of transnational value chains, which have given rise to a new economic order in which Europe's 
middle and working classes have benefited less.71

Another important factor has been technological change. Over the last two decades, digitalisation 
has been transforming the structure of the European labour market and the type of income it 
produces. Demand for medium-skilled labour has fallen, while demand for low and high-
skilled labour has increased,72 contributing to wage polarisation73 [see chapter 7]. In the case 
of Spain, the effects of these global trends have been compounded by a series of idiosyncratic 
factors that have aggravated the problem of poverty and inequality. These factors are serious 
problems for Spain, but also clear avenues for improvement that, if well exploited, could 
help us build a fairer and more equitable society over the coming decades. Here we 
highlight four.

I. Modernising our productive apparatus and our labour market

As we have already seen, the Spanish economy is characterised by a low level and growth 
of productivity and a sectoral composition heavily skewed towards labour-intensive activities 
[see chapter 1]. These characteristics, together with the peculiarities of our regulatory 
framework, mean that employment in Spain is very sensitive to fluctuations in economic 
activity, making for a very precarious labour market, with low wages, very high levels of 
unwanted temporary and part-time work, and an abnormally high structural unemployment 
rate for a developed economy [see chapter 7]. When a crisis arises, many Spanish households 
suffer very pronounced losses of income, and a significant number of them (especially those 
belonging to the lower-middle class) fall into poverty or even social exclusion.74 On the 
contrary, in phases of economic expansion, income differences are reduced at a rate below 
increasing income, which leads to a perverse dynamic that pushes Spain towards greater 
inequality. Correcting this dynamic will allow us to mitigate or even prevent an important part 
of inequality, as it involves implementing measures that can directly influence the "primary" 
distribution of income (pre-distribution) and make ex-post redistribution measures less 
necessary.75

II. Harnessing the full revenue-raising and redistributive potential of our tax system

Our tax system collects less and redistributes income and wealth poorly compared to 
other European countries [Fig. 13]. This problem improved greatly during the 1990s and early 
2000s, but worsened again from 2008 onwards, when the share of after-tax income held by 
the richest 10% rose again, while that of the poorest 50% fell [Fig. 14]. This indicates that 
taxes and social transfers (discussed in the next section) did not exert sufficient corrective action 
either during the Great Recession of 2008 or during the subsequent recovery. 
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Fig. 13. Redistributive effect of direct taxes, 2018

 

Source: Drafted by the authors based on data from Euromod.76

Fig. 14. Weight of wage segments in national income

Source: Drafted by the authors based on data  
from World Inequality Database.77

The low revenue-raising capacity of our tax system is mainly due to a combination of two factors. 
Firstly, the characteristics of the productive apparatus and the high weight of the black economy 
in Spain [see chapter 1]. Secondly, the design of the system itself, whose shortcomings have 
prevented it from increasing the size of its revenues and its progressivity. In 2019, Spain’s 
tax revenue was 35% of GDP compared to an average of 41% for the EU-27 and 43% for the 
EU-8 [Fig. 15].

Fig. 15. Tax collection, 2019
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The Spanish tax system is progressive in that the average effective rate increases with the gross 
income of taxpayers, and the taxes and social contributions paid by taxpayers as a whole manage 
to reduce income inequality (as measured by the Gini index) by around 3.5%.79 This progressivity, 
however, is very imperfect, especially at the lower end of the income distribution. So much so that, 
in Spain, the poor pay more taxes (relative to their income) than the middle class, an effect that 
also occurs in other countries such as the UK and Ireland, and which is mainly due to the effect 
of social contributions and indirect taxes [Fig. 16]. 

Fig. 16. Taxes paid as a share of gross income by income quintile in Spain, 2017
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Below, we look at some features of our main taxes, which contribute to limiting revenue collection 
and the overall progressivity of the tax system. 

Personal Income Tax  (IRPF),81 which has marginal rates similar to those of other countries and is 
the figure with the highest collection capacity, is the main source of progressivity in our system. 
Despite this, its redistributive effect falls below the EU  average,82 and its collection volume83 
is affected by the existence of certain tax benefits (despite their reduction in recent years84), the 
systems for quantifying income from economic activities85, and the capital gains tax.86 

As far as Value Added Tax (IVA), the second most important tax revenue figure in Spain, is 
concerned, its revenue is reduced by the differentiation of rates that currently exists (general 
rate versus reduced and super-reduced rates).87 Moreover, like other consumption taxes, it is 
considered a regressive tax, as it taxes consumption ignoring household income levels.88 

Thirdly, in terms of revenue collection, Corporate Income Tax89 revenue has fallen substantially 
since the 2008 crisis, and is now half of what it was in 2006.90 The lowering of its tax rate from 
35% to 25% in recent years, to bring it into line with the EU average, may have contributed to this 
decline,91 but it has not been the only factor. The characteristics of our productive network (with 
a predominance of SMEs, which suffer sharp falls in profits in times of crisis) [see chapter 1 ] and 
the relocation of companies and tax bases are also key.92 
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Finally, it is worth mentioning that the Wealth Tax and the Inheritance and Gift Tax, which, 
although of a lower collection amount, are relevant for the progressivity of the tax system. The 
lack of coordination between the different Autonomous Communities, as well as the tax benefits 
introduced by them, however, significantly limit their scope.93 

Overall, the elements described above mean that, although the Spanish tax system today 
has a ratio between direct and indirect taxes similar to the EU average,94 its revenue-raising 
and redistributive capacity is considerably lower than that of its European neighbours. This 
situation is a problem, but its detection is an opportunity to mitigate the problem of inequality in 
Spain. Bringing the tax collection capacity of our tax system into line with the EU-27 average would 
enable us to implement social policies that would significantly reduce inequality and poverty.

III. Strengthening our social transfers system 

A third way to reduce the levels of inequality and poverty in Spain is to strengthen the capacities 
and efficiency of our social transfer system. In Spain, redistribution through taxation represents 
a low percentage of the total redistributive effect. The rest is achieved through the provision of 
public services such as education and health, and, above all, through the payment of cash benefits 
such as contributory and non-contributory pensions, unemployment benefits, study grants, 
minimum incomes, and other benefits.95 These payments play a key role in alleviating poverty 
and inequality,96 as they benefit lower-income population groups the most.97 However, the data 
suggest that the effect is smaller in Spain than in most European countries [Figs. 17 and 18]. 

Fig. 17. Reduction in inequality (Gini) explained by social transfers, 2019
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Fig. 18. Poverty reduction explained by social transfers (excluding pensions), 2019
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Why? There are two main reasons for this. On the one hand, the lack of funding, which in turn 
is conditioned by lower tax revenues. In 2019, Spain spent 17% of its GDP on social protection 
expenditure, compared to 19% for the EU-27 and 20% for the EU-8 [Fig. 19]. 

Fig. 19. Public expenditure on social protection, 2019
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On the other hand, the very design of the social protection system, which gives less relative 
weight to those transfers that most directly benefit the poorest groups (e.g. housing, child or social 
inclusion benefits) and to non-contributory benefits (only 20% of the total), which is particularly 
problematic given the high levels of underemployment and unemployment in Spain.101 The result 
is a system in which the richest quintile receives more public transfers (30%) than the poorest 
quintile (12%). In the OECD, only Portugal, Italy and Greece have more regressive systems in 
this respect102 [Fig. 20].
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Fig. 20. Share of public transfers by income group, 2016
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IV. Improving property market dynamics

A fourth way to reduce inequality and poverty in Spain is to improve housing market dynamics. The 
different ways in which people access housing in Spain have a direct and very notable influence 
on inequality in terms of income, wealth and well-being. The first major fracture in this respect 
is between those who own the home in which they reside and those who do not. In Spain, 76% 
of inhabitants live in an owner-occupied home; 7 points higher than the EU-27 average. Of these, 
38% have outstanding payments. In contrast, more than 20% live in rented accommodation, often 
having to spend a very high proportion of their income on monthly rent,104 which makes it much 
more difficult for them to save and accumulate wealth and thus to prepare for retirement or 
to cope with eventual hardship, such as job losses or recession [see chapter 6].105 

Among the poorest households, the percentage of those renting is substantially higher than 
average. In Spain, 43% of the population below the poverty line live in rented accommodation 
and only 15% have subsidised or low-cost rent.106 This reality, together with the high prices paid 
in some large cities, means that rent has become the main cause of evictions (67% in 2019)107  
and that the risk of social exclusion in Spain is three times higher in households living in rented 
accommodation than in owner-occupied homes. 108

Among those living in owner-occupied homes, there are also notable differences, with the key 
distinction being between those who have inherited their home and those who have purchased 
it. The former can devote the bulk of their income to expenses such as education and health, to 
savings, or to building up their wealth. In contrast, most home buyers must dedicate a significant 
part of their income to the monthly mortgage payment and have savings to pay for the deposit. 
This mortgage pressure is particularly high among households in the lowest quintiles109 and 
often results in situations of stress, vulnerability and severe deprivation that affect not only the 
economic situation of households, but also their professional performance and health status 
[see chapter 6]. These dynamics mean that income and wealth differences are greater, 
especially among the young and older population.110 In fact, it is estimated that inheritance 
accounts for 
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almost 70% of wealth inequality in Spain, a higher percentage than in other European countries 
and similar to the US.111 

Housing also directly impacts wealth inequality through changes in property prices. Although 
housing is the main economic asset of the Spanish population,112 there are notable differences in 
the wealth composition of households [Fig. 21]. Poorer households channel their minimal savings 
into maintaining a cushion of money, either in cash or on deposit in a bank. The middle class, 
having a greater volume of wealth, opt for the purchase of their main residence, albeit generally 
by taking out a mortgage. In contrast, the wealthiest groups (the richest 10% and, even more so, 
the 1%) diversify their asset portfolios in such a way that, although they tend to own the home in 
which they reside, they also invest in other rental properties and financial assets such as company 
shares or investment funds. Compared to other countries, in Spain, the use of housing as a second 
residence and investment asset by higher income households is particularly high.

Fig. 21. Composition of household wealth in Spain, 2015
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These differences in the composition of wealth mean that house price fluctuations have a very 
different and direct impact on the wealth accumulated by households. Thus, between 1980 
and 2007, the increase in the relative price of property assets (those that have a greater weight 
in the portfolio of the poorest 90% of the population) meant that the wealth concentrated in the 
hands of the richest 10% of the population fell, making Spain a slightly less unequal society. The 
end of the housing boom in 2007, however, reversed this trend; the fall in house prices and the 
greater ability of the richest 10% to adjust and diversify their savings saw wealth inequality rise 
again in Spain and in the rest of Europe, a trend that, as we shall see, continues today.
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The future: a more unequal society?

The short term: inequality in times of the coronavirus 

The coronavirus pandemic has had a very asymmetric impact on Spanish households that will 
almost certainly lead to an increase in income inequality in Spain in the short term.114 The 
lockdown in spring 2020 has already set the wheels of this process in motion, affecting citizens 
very unevenly. While some households kept their incomes intact and some even increased their 
savings, others suffered a severe reduction and were forced to dip into their savings or borrow to 
pay the bills.115 This situation was especially common among households in the lowest income 
quintiles, whose members work mostly in those sectors most affected by the closure of non-
essential activities (e.g. non-food retail, and hotels and restaurants) [Fig. 22].116

Fig. 22. Workers in sectors affected by the closure of non-essential activities by income decile in Spain
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The lockdown was particularly tough for younger generations (20-30 years), those of immigrant 
origin (especially those from countries with lower per capita income),118 and women,119 who, due 
to their over-representation in the sectors most affected by the closure of activity, were affected 
more severely by 5 points than men in all age groups [Fig. 23].
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Fig. 23. Working population affected by closures by sex and age in Spain

CAP 08
Fig. 23. Población trabajadora afectada por el cierre de actividades
por sexo y edad en España
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The response of the benefit system, with the addition of new emergency assistance, served 
to mitigate the asymmetric impact of the pandemic, reducing the proportion of people with no 
income by more than 20 percentage points and the proportion of people on low incomes by more 
than 10 percentage points, thus limiting the increase in inequality to almost 13% at the worst 
point of the first wave of the pandemic121 [Fig. 24]. Even so, some studies estimate that lockdown 
caused a 10% drop in the lowest incomes in Spain122 and an increase in income inequality of 1.7 
Gini points 123 (or up to 30% more).124 This represents a slightly larger increase than during the 
first year of the Great Recession in 2008.125 During the summer, inequality remained stable, but 
increased again in autumn, coinciding with the second wave.

One of the groups most affected by the coronavirus has been schoolchildren. It is estimated 
that after the closure of the schools, some 3 million pupils (more than 30% of the total) were left 
without access to any learning activities.126 Most came from disadvantaged households, which 
have fewer digital means and fewer socio-cultural resources, both of which are necessary to 
maintain the normal pace of learning from home.127 It is likely that subsequent years will not 
fully redress the learning inequalities generated during lockdown, which could lead to a general 
deterioration in learning achievement and a possible increase in dropout and failure among 
secondary school students from vulnerable families [see chapter 2].
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Fig. 24. Monthly evolution of the Gini index in Spain, 2020
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What happens next? The major pandemics of the last two decades (SARS, H1N1, MERS, Ebola 
and Zika) were followed by a spike in income inequality of 1.5 Gini coefficient points in most of 
the affected countries, mainly as a consequence of job losses and reduced income from other 
sources (e.g. reduced remittances).129 The coronavirus pandemic will most likely have a similar 
effect in Europe. This would have a particularly pernicious effect in Spain due to the magnitude 
of the economic crisis and the greater relative weight in our production of some of the economic 
sectors most affected by the virus (e.g. tourism services).130 Some experts estimate that 2021 
could end with up to 700,000 more people below the poverty line.131 It is therefore reasonable 
to assume that the Spain of 2023 will be more unequal than that of 2020.

The medium and long term: what might happen if major changes are not made

Although there is much uncertainty about the intensity and duration of the current crisis, Spain is 
expected to reach pre-pandemic levels of growth and employment by 2023, in part thanks to the 
boost from European recovery funds [see chapter 1]. In any case, the fact that the economy is 
recovering does not mean that the gaps caused or widened by the coronavirus will close, just 
as the inequality generated during the Great Recession of 2008 was not fully corrected during 
the growth phase of 2013 - 2019. In fact, all indications are that, without far-reaching reforms 
and more ambitious redistributive policies, inequality in Spain could stagnate at current levels 
or even increase between now and 2050.132

In the absence of major productivity gains and a significant increase in employment rates, the 
Spanish economy could experience very low growth over the coming decades, resulting in lower 
wages, lower public revenues and a reduction in the equalising effect of social transfers and 
public services [see chapter 1], in other words, more inequality. If the projected productivity gains 
are achieved, but are not accompanied by the improvements in education and social mobility 
described above, inequality could also increase, as a result of the rising incomes of professionals 
in the most competitive and leading sectors.
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The evolution of our tax system, of our public services, and of labour regulation will also determine 
economic inequality over the long term. If we do not manage to increase the revenue-raising 
capacity of the State, make the tax system more progressive, protect social benefits and strengthen 
instruments such as collective bargaining over the coming years, it will be very difficult to achieve a 
fair distribution of the benefits derived from the aforementioned productivity gains and to prevent 
inequality from continuing to grow.

This process could be further exacerbated by the effects of megatrends such as demographic 
ageing, technological transformation or ecological transition. Over the next three decades, Spain 
will experience a significant increase in the proportion of its population that is elderly and in 2050, 
1 in 3 Spaniards will be over 65. This trend suggests an increase in the share of retirement benefits 
in household income, which is expected to reduce income inequality after taxes and transfers. 
However, if we fail to achieve better growth and reverse the decline in the share of wage income 
in GDP, the financing of the public pension system as we conceive it today could be 
jeopardised, affecting future pension payments [see chapter 5].

Moreover, if the criteria for allocating retirement benefits remain unchanged, the increase in non-
standard workers (e.g. freelancers) and the development of increasingly fragmented 
careers expected over the coming decades [see chapter 7] are likely to lead to a greater 
proportion of people reaching retirement age without having contributed to their pension 
for a sufficient number of years and without accumulating sufficient personal savings 
capacity, leading to a greater dispersion of income among older people.133 Also, in the future, 
many people will continue to work beyond the current statutory retirement age, which will allow 
them to earn higher incomes for more years. Others, on the other hand, will not be able to do so, 
either because of their health conditions or because of the type of work they do. This 
divergence, if not well managed, could be an additional source of inequality among older 
people.

Problems of access to housing could also lead to an increase in inequality. The 
current difficulties in accessing home ownership will mean that, by 2050, more and more 
people will reach retirement having to pay rent or part of their mortgage [see chapter 6]. This will 
substantially reduce their savings cushion and deprive them of an asset that, in case of need, 
can be sold or monetised to cover, among other things, care services.

The other major megatrend that will influence inequality in Spain is technological 
change. So far this century,  the digital transformation has altered much of the occupational 
structure in Western countries, increasing wage inequality and favouring capital income over 
labour income,134 through an increase in the capital intensity of production and rising 
employment and wages for skilled workers [Fig. 25]. It is unclear whether this trend will 
continue in the future. What is clear is that, if it does, the spread of technologies such as 
Artificial Intelligence and advanced robotics could lead to an increase in inequality in the 
short-term.135
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Fig. 25. Adjusted labour income share of national income
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Climate change and ecological transition will also be key to how inequality evolves over the 
long term. Firstly, because the most disadvantaged and vulnerable populations are often the 
hardest hit by the adverse effects of climate change. These adverse effects include issues such as 
food insecurity, loss of income and livelihoods, health impacts, and population displacement.137 

Secondly, because climate policies will lead to a redistribution of wealth between and within 
countries. An example of this is how the distributional consequences of fuel price interventions 
have opposite effects on oil-exporting and oil-importing countries and, within each country, affect 
some sectors (such as transport) more than others.138

In short, without far-reaching reforms to lay the foundations for a prosperous, sustainable 
and socially inclusive economy, capable of seizing the many opportunities offered by the 
megatrends described above, our growth will be very moderate and the future will replicate (or 
accentuate) the income and savings divergences139 observed in the past. This will also result in 
an increase in wealth inequality, even if residential property prices grow more moderately and 
in line with inflation at a national level.140  This increase in inequality will be greater if household 
saving patterns are like those observed between 1995 and 2015, when the richest 10% of the 
population accounted for more than 70% of total savings, while it will be more gradual if the 
reference period is extended to 1984 (the share of savings hoarded by the richest 10% falls to 
around 60%)  [Fig. 26]. 



Spain 2050    Less unequal342

In addition to this prognosis, there is also the potential effect of the growth of cities in the face 
of the depopulation of some rural areas expected over the coming decades [see chapter 6]. In 
large cities (e.g. Madrid and Barcelona), this could lead to an increase in the total weight of non-
productive revenue from fixed factors such as land, commercial premises and housing (e.g. rents), 
and an increase in their value, which in turn would generate greater income inequality, greater 
inequality in the intergenerational transmission of wealth, and greater difficulty in accessing credit.

Fig. 26. Possible evolution of wealth in the hands of the richest 10% in Spain according to past savings pat-
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Another future is possible

Naturally, none of these processes is unalterable or inevitable. Ultimately, the evolution of 
inequality over the coming decades will depend on us; on our ability to make the changes 
described in the other chapters of this Strategy and to seize the opportunities offered by 
future megatrends.142

If we can lay the foundations for economic growth driven by productivity gains and the generation 
of stable, quality employment, we will be able to improve the purchasing power of the population 
as a whole, greatly reduce the effects of economic crises on inequality and poverty, and generate 
sufficient public revenue to raise social spending and improve the redistributive potential of our 
welfare state [see chapters 1 and 7]. To do so, we must modernise our productive network, 
through innovation and technological diffusion in our companies, but, above all, through a 
notable improvement in the training and skills of our entire population, from childhood to old 
age. Education and the retraining of our workforce must be the main levers to reactivate the 
social elevator and provide more and better economic and employment opportunities for our 
population as a whole [see chapters 2 and 3]. 
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It will also be necessary to adjust and modernise labour regulation so that productivity gains 
are shared fairly. If recent decades have shown us anything, it is that generating wealth unequally 
and then redistributing it is not enough. In the future, this wealth must be generated in a more 
balanced way. At the same time, it will be necessary to increase the revenue-raising and 
redistributive capacity of our tax system and of public benefits and services, something for 
which new technologies such as big data or Artificial Intelligence will be of crucial help, both in 
the detection of fraud and in the administrative management of aid. 

If the reforms proposed throughout this Strategy are implemented, through a very significant 
increase in investment in education, a rise in productivity and greater redistributive capacity 
through the policies described in this chapter, inequality could fall to the current levels of 
countries such as Germany, France or Sweden (below 30 Gini points), and poverty could reduce 
to historic lows.143 

Our welfare state will also have to adapt to the new economic and social realities that will 
define the future of Spain. As we have seen, many of the dynamics that characterise our labour 
or housing market today will be reproduced when today's population of young population reach 
old age. The reforms that will be undertaken in the public pension system over the coming years 
will have to take into account the discontinuity of working lives and the normalisation of new forms 
of employment that break with the traditional paradigm of salaried staff spending several years in 
the same company and generating the right to receive a contributory pension in retirement [see 
chapters 5 and 7]. Similarly, it will be necessary to address the problems of access to housing that 
exist in some parts of Spain, reducing, among other things, the overburdening of many households 
to pay rent [see chapter 6]. This would reduce their vulnerability to a sudden drop in income or a 
rise in prices and, together with the necessary improvement in working conditions, would correct 
the current inequalities in the generation of savings and wealth. 

At the same time, the effects of new technologies on inequality can be minimised with good 
public policies aimed at ensuring that the new robots and digital agents do not replace human 
workers, but rather empower and complement them; with intensive reskilling programmes that 
facilitate the reincorporation of displaced workers; and with reforms to our tax and benefit system 
that encourage more equitable distributions of productivity and improve the redistribution of 
market rents.144 Indeed, if well governed, digital transformation could help mitigate many of 
the inequalities that currently afflict our society, reducing the gap in services and opportunities 
that exists between rural and urban Spain; facilitating access to services and productivity tools 
for small businesses and the self-employed; enabling potential additional sources of income for 
many workers; and improving the working conditions of thousands of people.

Similarly, the green transition need not become a source of inequality in Spain. There will be 
transition costs in the short term; of that there is no doubt. But there are instruments, already in 
place in several countries, aimed precisely at avoiding the regressive effects that certain measures 
can have, such as increasing green taxation, and at guaranteeing a socially just green transition. In 
the medium term, the development of the circular economy, renewable energies and sustainable 
mobility could lead to a better distribution of economic and employment opportunities across the 
territory, a reduction in the gender gap, the replacement of thousands of brown economy jobs 
with more stable and secure ones, the mitigation of pollution and extreme events (which tend to 
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affect the most vulnerable groups more), and a reduction in energy bills for many households [see 
chapter 6]. These improvements could lead to reduced inequalities in health and living conditions, 
and greater educational and economic equity.145 

Moreover, the world is changing and our welfare state must change with it. Spain should 
therefore study, debate and evaluate new collective protection mechanisms to help extend 
or reinforce existing ones. There are numerous proposals which, although still embryonic, are 
already present in the social debate in our neighbouring countries. One of the most prominent is 
universal public inheritance. As we have seen, intergenerational wealth inequality is one of the 
greatest challenges facing European society. Inheritance is playing an increasingly crucial role in 
wealth inequality. This unequal distribution of inheritance has a decisive impact on equality among 
younger generations. A novel proposal to help prevent this phenomenon from worsening in the 
future is the possible creation of a universal public inheritance; a financial endowment that all 
young people in the country would receive once they reach a certain age. This endowment could 
be used to buy a first home, to finance the creation of a business, or to complete training. It may 
sound utopian right now, but it may become a reality in some countries over the coming decades. 
Spain should therefore explore this possibility taking into account the levels of inequality existing 
at the time of its implementation, as well as its effect in addition to other social measures.146 

A second idea that should be explored is the development of a public investment fund that would 
allow the provision of long-term, "patient" financing to sectors where returns on investment are 
more uncertain, such as the most innovative and cutting-edge sectors. Such funds complement 
private investment and help diversify collective protection mechanisms against economic 
fluctuations and global disruptions.147 A well-capitalised public investment fund in Spain, with 
specific missions, could channel the role of the state as an entrepreneur in those areas where we 
face the greatest idiosyncratic challenges.148

In short: although rising inequality is a structural trend influenced by a multitude of factors, 
there are ways to mitigate or even reverse it over the coming decades. This is essential if we 
are to build a fair and cohesive society. 

How can this be achieved? A number of measures are suggested on the following pages. 
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What needs to be done to reduce inequality and poverty

By 2050, Spain will need to significantly reduce its levels of income inequality and poverty and 
mitigate opportunity gaps in areas such as education in order to reactivate the social elevator. 
Doing so will be essential if we are to remain a cohesive, prosperous and competitive country. 

To achieve this, we will have to carry out a profound transformation of the productive system, 
resolve the deficiencies of our labour market, solve the problem of access to housing and 
modernising our system of lifelong learning and retraining, following the ideas set out in the 
previous chapters of this Strategy. Of all these measures, the importance of improving human 
capital and generating quality employment in Spain is vital. Without these structural changes, 
the problem of inequality and poverty in Spain cannot be solved. In addition, the governance and 
the revenue-raising and redistributive capacity of our tax system and our welfare state will 
have to be improved, as this is a fundamental equity tool, the potential of which has not yet been 
fully exploited in Spain. The proposals detailed below focus on improving the revenue-raising 
and redistributive capacity of our system, thus complementing the other measures detailed in 
the previous chapters aimed at reducing poverty and inequality, particularly those related to the 
transformation of the labour market.

It is difficult to achieve that which cannot be measured. It is therefore essential that, over the 
coming years, Spain reaches a consensus, through social dialogue, on a dashboard of quantifiable 
indicators and a list of specific goals that will make it possible to monitor progress and guide 
the ambition of the reforms. Here we suggest a few, in addition to those already mentioned on 
economic growth, education, the labour market, and access to housing in previous chapters:

Goal 46. Reduce income inequality to converge with the current EU-27 average in the medium 
term and that of the EU-8 countries by 2050.

Goal 47. Reduce the proportion of people living at risk of poverty from 22% today to 18% by 
2030, to 10% by 2050.

Goal 10. Minimise the weight of students' social background on educational attainment to reach 
the EU average by 2030 and converge with the EU-8 by the middle of the century.

Goal 48. Progressively increase revenue collection in our tax system from 37% of GDP today to 
43% by 2050.

Goal 49. Increase public spending on social protection to converge with the EU-8 average.

Goal 6. Reduce the weight of the informal economy to levels at least similar to those of EU-8 
countries by 2050.
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Table of indicators and objectives
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Achieving these goals is feasible, but to do so Spain will have to undertake far-reaching reforms 
and launch ambitious initiatives on a multitude of fronts. A number of these are recommended 
below:

Front 1: Increase the revenue-raising and redistributive capacity of our tax system
For decades, Spain has had a significant public revenue-public expenditure gap, which limits 
the redistributive capacity of the welfare state. To correct this situation, Spain will have to make 
a series of changes to its tax system, progressively over time, which will also affect the taxes 
transferred to the autonomous communities and local administrations. In addition to helping to 
solve the problem of insufficient revenue, these changes should be aimed at improving the equity 
of the system, both vertically (increasing its redistributive scope) and horizontally (ensuring equal 
tax treatment in identical circumstances), adapting or anticipating the socio-economic effects of 
megatrends such as technological change, climate change and demographic ageing.

Under these premises, between now and 2030, it will be necessary to:

 – Broaden tax bases, the main cause of the low revenue-raising capacity of the tax system. 
This will require greater scrutiny of tax benefits, retaining only those that follow principles 
of effectiveness, efficiency and equity. From a criterion of horizontal equity, the current 
systems of objective assessment by modules or coefficients in personal income tax, 
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which do not have equivalents in the benchmark countries, should move towards taxation 
systems based on real income, maintaining the simplicity and ease of management that 
they entail. The digitisation of the tax administration can contribute to this goal.156

 – Rationalise corporate taxation and promote its harmonisation at international level. The 
reform should mitigate, insofar as possible, the distortions caused by Corporate Income 
Tax (CIT) tax benefits that end up skewing the burden towards small companies and 
traditional and less mobile sectors. At international level, efforts should be made to 
achieve an equitable allocation of revenue between countries. If no agreement is finally 
reached in the OECD (BEPS Inclusive Framework),157 Spain should promote, within the EU, 
the implementation of the Common Consolidated Corporate Tax Base system, in addition 
to a multilateral solution to tax large digital services companies and the implementation 
of a minimum effective rate in the CIT.158

 – Deliver comprehensive reform of income, wealth and inheritance and gift taxes to remove 
tax incentives for investment in real estate-related assets, raising the effective taxation 
of capital to bring it into line with other EU countries159 and boosting its contribution to 
the progressivity of the system.160 Likewise, the role of wealth tax and inheritance and 
gift tax in the regional treasuries should be reconsidered in order to avoid undesirable 
tax competition strategies, which undermine the revenue-raising and progressive scope 
of these taxes and the principle of equality that prevails in Spain. 

 – Amend excise taxes, raising tax rates on alcohol, tobacco and petroleum-based fuels to 
converge with those in the main EU countries; and creating a framework of incentives 
and fiscal instruments to promote a green, efficient and socially just transition,161 through 
instruments such as climate rent [see chapter 4]

 – Reduce tax fraud and the weight of the black economy to at least bring it into line 
with the most advanced EU-8 countries [see chapter 1]. Continued strengthening of 
instruments in the fight against the shadow economy, tax avoidance and evasion, and 
the increasing use of tax havens,162 should be a priority line of action.163 This strategy 
is required not only for reasons of revenue adequacy, but also for reasons of equity, 
efficiency and competitiveness, and public morality. To reduce fraud and encourage 
voluntary compliance, it is essential to increase the resources of tax administrations and 
to improve the efficiency and co-ordination between them. Exchanges of information, 
both between public administrations and between countries, should also be enhanced 
and tax amnesties should be prohibited by law.

 – Improve tax education and information for citizens. This policy would have two 
components: an educational component, which proposes the inclusion of content related 
to the functions of the tax system and tax social awareness in secondary education; and 
an informational component, which proposes a combination of informational policies 
and behavioural interventions to increase tax morale and compliance [see chapter 1].164

 – Establish a medium- and long-term action plan for taxation based on the recommendations 
of the committee of experts for the reform of the tax system. 

In addition, by 2050, it will be necessary to:
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 – Reconsider the bases and rates of taxation on labour through Personal Income Tax 
(IRPF), adapting them according to the effects of technological change on the labour 
market and wage inequality over the coming decades.

 – Similarly, if technological change is relatively beneficial to the owners of capital, as 
has been the case over recent decades in many advanced economies, capital taxation 
must be updated to tax capital returns more heavily. For example, the tax burden on 
non-productive revenue associated with technological change (e.g. those arising from 
the exercise of market power by digital platforms) could be increased, something that 
would not necessarily be a source of inefficiency, given the non-productive nature of this 
revenue.

Front 2: Extend social benefits and adapt them to new labour and demographic realities
Social benefits are the cornerstone of the welfare state and the most important redistributive 
tool our country has. It is therefore essential to ensure universal and quality access to them over 
the coming decades, in line with the recent creation of the Minimum Living Income (IMV).165 To 
achieve this, it will be necessary to gradually and continuously adapt the benefit system, with 
the aim of moving towards a welfare state model that is more focused on people's needs than on 
their work history [see chapter 7]. To achieve this, it will be necessary to:

 – Increase public spending on social protection to converge with the EU-8 average by 2050. 
Funding must be sufficient in all the autonomous communities, without any of them being 
weighed down by their lower tax collection capacity.

 – Ensure that the IMV and other non-contributory benefits act as a powerful redistribution 
mechanism for groups with limited contribution histories, and integrate these benefits 
with accompanying measures to ensure the full inclusion of these groups in society.

 – Extend the coverage and amount of non-contributory benefits in the framework of the 
IMV and beyond, adapting them to the needs of specific groups, such as families with 
dependent children. By design, the IMV will have a limited redistributive effect, although 
it will play a key role in reducing extreme poverty. Other instruments will therefore be 
needed to expand income coverage. In this regard, it is proposed, for example:

 • To reform family benefits, which in Spain have very little effect on income redistribution. 
The economic support policies for households with dependent children are basically 
concentrated in the personal income tax treatment of the family institution. These 
have no effect on lower income and lower income households, which are clearly 
insufficiently protected. In particular, those individuals and families who do not file 
a personal income tax return because they do not earn income cannot benefit from 
the tax savings corresponding to the charges for descendants.166 In the medium to 
long term, the tax treatment of child support should be changed so that, as with the 
maternity deduction, it could be refunded to the taxpayer in the case of households 
that are not liable for tax but whose annual income is above the IMV threshold.

 • To create a new child benefit for children under the age of 18. In the first instance, 
this benefit should be targeted at all families who are at risk of poverty but do not 
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qualify for the IMV. Subsequently, it should be extended to the rest of the country's 
families, as is already the case in most European countries.167

– To preserve the efficiency of public spending on social protection through the integration 
of non-contributory benefits which, while respecting the competences of the different
administrations, jointly meets the objectives of eradicating extreme poverty and
minimising the risk of poverty in Spain. To this end, it is proposed to strengthen the
Minimum Living Income Monitoring Commission as a framework for dialogue and inter-
territorial coordination on poverty reduction policies.

Front 3: Incorporate specific goals for the reduction of inequality and poverty into national 
strategies, and strengthen transparency and evaluation policies

– Include explicit inequality and poverty reduction targets in national reform plans, and
allocate resources to specific programmes to achieve them. In the case of Spain, only very 
general mentions have been made in the drafting of the National Action Plans for Social
Inclusion. It is proposed to incorporate this type of objective into the macroeconomic
framework on which the General State Budgets are drawn up, so that there is a more
explicit definition of the allocation of funds and a design of public policies aimed at the
pre-distribution and redistribution of income.

– Improve information systems to monitor progress and setbacks in meeting redistributive 
objectives. On the one hand, the main surveys that measure the evolution of inequality
should be strengthened, improving their territorial representativeness and extending their
longitudinal information in order to be able to properly interpret their dynamics. One
way to achieve this, and to avoid the usual time lag between the period of information
collection and the date of publication of the data, could be to take advantage of the
richness of the administrative registers, so that advances of the distribution of some
income sources could be produced on a monthly or quarterly basis. Another way is
through the implementation of a system of National Distributive Accounts to allow long-
term analysis of the distribution of national income and wealth, as is being done in other
countries.168

– Continue to promote pay transparency laws in companies and public institutions, which,
as several studies have shown, help reduce the gender gap without harming corporate
profits.169
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Another avenue to be explored is the development of mechanisms of economic democracy, which 
are protected by Article 129.2 of the Constitution and which constitute a clear example of pre-
distributive measures. To this end, one could: 

– Promote cooperative entrepreneurship linked to the social economy, in which Spain
already has a great track record. The aim is to establish support and advice programmes
from the public administration that put entrepreneurs in contact with each other to create 
cooperatives collectively, thus generating synergies between them and contributing to
overcoming barriers to the creation of cooperatives.170

– Consider the creation of mechanisms to encourage workers' participation in the capital
of their companies, something that is already being done in several European countries
such as Sweden.171 The aim is to promote co-determination systems through, "employee 
funds", i.e. collective investment funds of the workforce in company ownership, which
reinvest the dividends obtained in their capitalisation. These mechanisms can generate
important distributional benefits. Firstly, as opposed to short-term measures that
sometimes hinder corporate governance, they can help to boost long-term investment
in the territory and, with it, job creation. Secondly, they can help reverse the growing trend 
towards concentration of ownership by rebalancing the distribution between capital and
labour income.

If these reforms are implemented, Spain could drastically reduce its levels of poverty and 
inequality, making it one of the most egalitarian, cohesive and fair countries in Europe.

Front 4: Promote the social economy, cooperativism and worker participation in 
enterprises
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