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Global inequality has two dimensions

1. Between country inequality: e.g. difference between 
Denmark and China (last time)

2. Within country inequality: e.g. top income shares in 
Denmark (now!)
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Main lessons from last time: after centuries of  
divergence, the world is now converging!
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Main lessons from last time: Extreme poverty is 
in free fall!
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Main lessons from last time: global development 
is better than most think 
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Main lessons from last time: people misperceive 
development
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Main lessons from last time: people (including 
very smart people) misperceive development
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Main lessons from last time: This guy is 
optimistic!
• https://www.youtube.com/watch?v=jbkSRLYSojo
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Main lessons from last time: one point for 
pessimism
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Technical lesson from last time: remember to 
correct for purchasing power!
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Tonight: Inequality within countries!
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Inequality snapshot

Trends since 1980’s

A long-run perspective



Inequality snapshot
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Inequality snapshot today 

• Most unequal countries: Middle-East, sub-Saharan Africa, 
Brazil, India = top 10% share 55%–60% 
• Legacy of  status-based inequality systems (slavery, castes, colonial 

system) 

• Less unequal countries: Continental Europe = top 10% ≈ 
35% 
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Income inequality correlates with intergenerational 
inequality
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Labor income inequality vs capital income

• Labor income always less concentrated than capital income:  
• Top 10% share is 20-30% for labor income, 50-90% for capital 
• Bottom 50% share is 20-30% for labor income, 0-10% for capital 

• Gini coefficients: 0.2 – 0.4 for labor income, 0.6 – 0.8 for 
capital 

→ Capital income inequality large driver of  inequality patterns
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Inequality trends since 1980’s
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Inequality trends since 1980’s

• Rising inequality is a global phenomenon 
• But increase at different speeds, reflecting diversity of  

national institutions and policies 
• Among developed countries: faster rise in Anglo-saxon 

countries 
• Among emerging countries, variety of  national trajectories; 

strongest rise in Russia 
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What happened since 1980?
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What happened since 1980?

Global trends:
• Market reforms (deregulation, privatization, etc)
• Tax reforms → at different speeds tax system less progressive
• Globalization
• Superstar economics
• Lower economic growth
• Absence of  war

But note the different path in Europe → suggests 
redistributional policy has a lot to say

22



23



The Triumph of  Injustice: By Emmanuel Saez and 
Gabriel Zucman
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The Triumph of  Injustice: By Emmanuel Saez and 
Gabriel Zucman
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The Triumph of  Injustice: By Emmanuel Saez and 
Gabriel Zucman
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The role of  government
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From socialists to oligarchs?
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Piketty et al. (2018)
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What does the increase in inequality imply for the 
global growth miracle since 1980?
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A long-run perspective
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The decline of  income inequality 1920s–1970s 

• Rise in inequality since 1980 contrast sharply with general 
decline in inequality between 1920s and 1970s 

• However, large differences across countries
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The decline of  income inequality 1920s–1970s: 
developed countries
• 1920s-1970s combination of  political, social, and economic 

shocks
• Followed by egalitarian policies: Social Security, public 

education, pro-labor policies, progressive taxation 
• Large shocks to top fortunes 1913-1945
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Why the different paths for developed countries
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The role of  government
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The role of  capital income: case of  US
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The decline of  income inequality 1920s–1970s: 
developing countries
• Political and social shocks led to even more radical reduction 

of  inequality: 
• Abolition of  private property in Russia, plans, education, land 

redistribution 
• Socialist policies in India post-independence 
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How to define wealth and derived income in past 
socialist economies?
• https://glineq.blogspot.com/2020/02/what-is-wealth.html
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https://glineq.blogspot.com/2020/02/what-is-wealth.html


Summary

• After historical decline in most parts of  the world from 1920s 
to 1970s, income inequality is on the rise in nearly all 
countries. 

• But variety of  national pathways, highlighting key role of  
political and institutional factors 

• Among rich countries, Anglo-Saxon countries have 
experienced a sharp rise in inequality since the 1980s. 
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Summary

• In China, Chile, India, and Russia, three formerly communist 
or highly regulated economies, inequality surged with opening 
and liberalization policies. 

• Steepest rise occurred in Russia, where the transition to a 
market economy was particularly abrupt

• For most developing countries we have an imperfect view on 
the long-run trend
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