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Income inequality worldwide
Gini coefficient since 1 960

Although the incompleteness and diversity of

the data commands some prudence, it

appears that incomes were roughly as

unequally distributed in 201 0 as in 1 960, and

the more egalitarian nations were becoming

significantly less so.

Wealth of individuals

cannot be efficiently

measured by GDP

(gross domestic

product) or other

related aggregates

per capita, because

the latter are

arithmetic averages

that say nothing of

the varying size of

each individual share.

The Gini index

however can tel l how shares of income differ

among the population : a low Gini value points

towards a comparatively egalitarian

distribution, while a high value reveals a lop-

sided distribution.

A glance at the

evolution of the Gini

maximum, median

and minimum

coefficients along the

years (Figure 1 )

el icits three major

inferences :

• In 201 0 as in

1 960, strong

asymmetry

prevails

among the

less egalitarian nations (maximum

parameter). I t is true that inequality has

decreased somewhat, but at a rate not

real ly worth mentioning : -0.39% per

year. The world at large is not truly

becoming more

egalitarian, but

remains at an almost

standsti l l : medians

tend to move

downwards, but at the

annual rate of -0.1 1 %

— in practical terms

nil .

• However, inequality

is gaining momentum

among the

traditional ly more

egalitarian nations.

The Gini minimum values have

regularly increased at the average

annual rate of 0.53%, thus slowly but

surely bridging the gap to the median.

For good or for bad, egalitarian nations

have been seduced

by the beauties of

asymmetry, and are

joining the club of

the asymmetric

world.

A closer look at the

data uncovers two

distinct periods : the

Gini median fol lows

a downward trend

from 1 960 through

the 1 980s, reaches

Figure 1 : Gini parameters – 1960 ­ 2010.

Figure 2 : Gini medians – 1960 ­ 1989, and 1990 ­ 2010.
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the inflection point in 1 989, and moves

upwards thereafter (Figure 2). The first 30-

year period (blue data points and regression

l ine) indicates a trend to a more egalitarian

pattern, well evidenced by the downward

moving l inear regression l ine (slope : -0.38%).

From 1 990 to 201 0 (red dots and line),

inequality reasserts itself as exposed by the

ascending trend of the the median regression

l ine (slope : 0.35). In other words, inequality

remained quite resil ient, and successful ly

reversed the egalitarian trend that had

prevailed from 1 960 to 1 989. Relating the

trend reversal to key events of 1 989, namely

the fal l of the Berl in wall and the collapse of

the Soviet Union, may trigger some amusing

thoughts. . .

So, inequality is triumphant — but why should

one care ? Setting aside the subtleties of the

debate around egalitarianism or non-

egalitarianism that fal l outside the scope of this

comment, one can point out three fairly good

reasons for being concerned.

• First the ethical reason. Many of us

consider unacceptably improper of the

human condition the situation whereby

someone is kept in extreme poverty,

even starving, while someone else

lavishly spends inexhaustible riches to

indulge in egotistic or self-aggrandizing

pleasures.

• Second, the social reason. A society

where the better-offs are immune to

solidarity and co-operation, and remain

aloof from the worse-offs, places itself

at risk of being torn apart by the spiral

of oppression, rebell ion, retribution and

retal iation.

• Thirdly, the economics reason. Although

economists used to purport that

economics couldn't and should not

delve into ethics or sociology,

mainstream economics currently

acknowledges that inequality may affect

a country’s development prospects in

many adverse ways. I t may lead to

inefficient al location of resources that

restrain the economic development. I t

may strangle the access to credit,

assets, or basic infrastructure, and it

may induce the emergence of power

groups capable of perpetuating

asymmetries in status and wealth,

which in turn are bad for investment,

innovation, and risk-taking. In short,

inequality is a bad policy.

The latter argument justified the shift taken by

the world economy governance represented

by the World Bank (WB) group and the

International Monetary Fund (IMF) from a

focus on structural adjustment to the longer-

term concern with poverty and inequality

reduction since the late 1 990s (World Bank,

2006. World Development Report 2006 “Equity

and Development”).

This awakening did not come out of the blue.

Other developments both in the economy and

in the policy fronts did happen, whose

outcome should have been a reduction of

inequalities :

• For starters, the gross world product

(GWP) has increased by US$50 tri l l ion

or seven fold from 1 960 to 201 0 — at

an annual average rate of 4.2% (in US

constant dol lars, 2005=1 00) (Figure 3).

This surge of affluence could have

induced not only a decrease of world

poverty, but also a narrowing of the

inequality gap.

• In September 2000, 1 89 country

members of the United Nations signed

the Mil lennium Declaration, which
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resulted in a set of 1 8 Mil lennium

Development Goals, including curbing

poverty, hunger, disease, i l l i teracy,

environmental

degradation,

and

discrimination

against

women by

201 5. Such a

pledge should

have already

produced

some

palpable

inequality

reduction

effects.

• Since the

1 960's and 1 970's, the concepts of

sol idarity and co-operation have been

rediscovered as the building blocks of a

prosperous and healthy society. Socio-

ethnologists l ike Mauss showing how

gift exchanges create bonds that

reinforce the social fabric were brought

back to the front stage. Political

scientists demonstrated that

cooperation and trust can win over pure

competitive strategies. Economists

showed that fairness and cooperation

can be not only closer to human nature

than the selfish homo economicus of

classic economics theorists, but also

more congruent with Darwinian

success-breeding altruistic behaviors.

Since then, international organizations,

national governments and non-

governmental organizations intensified

action plans to al legedly enhance social

cohesion, sol idarity and fairness.

Today, the results are mixed to say the least.

The WB, while claiming that "the world has

become considerably less poor in the past

three decades",

concedes that

"global income

inequality increased

sl ightly between the

late 1 980s and the

middle of the last

decade . . . Citizens

and policy makers

alike are concerned

with growing income

disparities. " (World

Bank 201 2.

Inequality In Focus,

Vol 1 , Nbr 1 , Apri l

201 2). Poverty and

hunger keep

haunting mankind, while extremely wealthy

people grew in number and in wealth. The

chasm between the well-paid and the low-paid

deepens, and the increasing numbers of

unemployed is a bad omen for wider equality.

How to explain such a pale progress of

fairness ?

• Abundant criticism has been addressed

to IMF, WB, OECD and other such

promoters and advocates of the war on

poverty. Is their commitment to the

heralded goals genuine, or are these

just a "communications" smoke screen

to cover up the instal led economy

powers' effort to consolidate their hold

on the world riches ? The debate rages.

• The concept of diminishing returns has

been central in micro-economics. I t

explains that, in a situation where some

factors are constrained (e.g. land,

machinery), the yield of a variable input

Figure 3 : Gini coefficient and GWP (Gross world product,
constant US$, 2005=100).
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(e.g. work) tends to shrink in terms of

output per additional unit employed,

leading to a double penalty of lower

productivity and rising costs.

Equil ibrium is achieved by optimizing

the use of inputs. Beyond this point,

only inefficiency and decay can be

expected. However, in the late 20th

century, a new environment emerged

capable of exhibiting behaviors of

increasing returns. Unit costs tend to

zero, al lowing the big to grow bigger

and the strong, stronger (think of

Google or Amazon). The system breeds

inequality : efforts to reduce it are both

pointless and risky for the leading

contenders.

• Another driver of inequality has

emerged in the form of the "winner

takes all" economy. In the classic

supply-and-demand model, the market

should adjust the price of any good or

service to the latter's abil ity to perform.

Higher grade, higher price, weaker

demand, and conversely. There was

room for a range of economic

participants with different profi les, each

one responding to different demand

specifications as to capacity, qual ity,

and price ranges. The "winner takes all"

economy rewards only relative

performance : the number 1 commands

a high price and a growing share of the

market because he's number 1 ,

whatever the performance margin to

the number 2. Little or nothing is left to

the fol lowers. Inequality becomes the

rule. Changes of relative positions

become rare or take place extremely

slowly (think of the top performer of

your favorite sport, the top pop star, or

the top heart surgeon).

Without proper checks and balances, these

underlying forces generate strong social and

economical inefficiencies. Supposing UN, IMF,

WB, OECD and others' efforts to promote

fairness and eradicate poverty are authentic

and well-intentioned, it seems naive to expect

much change, because their programs do not

impact a deep-rooted system behavior that

lavishly rewards the heavy weights, while

ignoring the crowds on the grounds that they

are non-deserving, despicable losers. Which

leaves us with two unanswered questions :

how to build long-term economic development

on such a lop-sided foundation ? for how long

wil l the worse-offs shy away from reclaiming

by whatever means what they consider their

fair share of the cake ? ◙

(http://stats.areppim.com/corruption.htm)

http://http://stats.areppim.com/corruption.htm
http://stats.areppim.com/corruption.htm
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