
EC	4020	–	World	Economy	

Inequality and Poverty 
 
 

•  International and Global Inequality 
•  Why inequality matters? 
•  The top 1% debate 
•  International poverty 

 



Summer Examination Overview 
Ø  Full Year Students: Three Hour Examination 
Ø  Term 2 Only Students: 90 Minute Examination 
 
Section A (Ronan Lyons) 
•  Answer 2 questions from 4. (45 minutes per question) 
Section B (Michael King) 
•  Answer 4 questions from 6. (22 minutes per question, 4 minutes at 

end) 
 
General Advice  
Ø  Past Exam questions available on TCD website.  
Ø  Do not go over allotted time per question. Work towards finishing 

up question with 3-5 minutes to go of 22 minutes.   
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Section B Advice 
•  Ten sets of lecture notes (topic 2 had four sets of lecture notes) 
•  Five tutorials each with 3 questions. One additional set of questions on 

migration/climate change with no corresponding tutorial. That makes total 
of 19 questions. These are the questions you should focus on. Note that 
questions within the same topic could be merged/combined but not across 
topics.  

•  First best strategy: Master all 19 questions.  
•  Second best strategy: Master all questions from 9 lecture slides. 
•  Living on the edge: Master all questions from 8 lecture slides.  
•  Vegas for the summer: Master all questions from less than 8 lecture slides.  

 
Ø  You only have 22.5 minutes per question. You need to 

be precise, display details, include touches of reflection 
but answer the question directly and in different ways.  

 



Example Strategies 

The example strategies were randomly chosen and are not suggestions!  

Lecture	Slides	 Tutorial	
Ques1ons	

First	Best	
Strategy	

Second	Best	
Strategy	

Living	on	
the	Edge	

Vegas	
Time	

1:	Short	History	 3	 Yes	 Yes	 Yes	 No	

2:	Financial	GlobalisaAon	 3	 Yes	 Yes	 Yes	 Yes	

3:	Financial	Crises	 1	 Yes	 Yes	 Yes	 Yes	

4:	Great	Recession	 1	 Yes	 Yes	 Yes	 Yes	

5:	Euro	Crisis	 1	 Yes	 Yes	 Yes	 Yes	

6:	InternaAonal	Trade	 1	 Yes	 Yes	 Yes	 Yes	

7:	Development	 3	 Yes	 Yes	 Yes	 Yes	

8:	Inequality	and	Poverty	 2	 Yes	 Yes	 Yes	 Yes	

9:	InternaAonal	MigraAon	 2	 Yes	 Yes	 No	 No	

10:	Climate	Change	 2	 Yes	 No	 No	 No	



Exam Advice – Eight Suggestions 
1.  Make sure you answer the question directly.  
2.  Make sure you are focusing on the best material to answer 

the question. This is essential.  
3.  Adding in some additional material (from readings, 

elsewhere) is important for a very high grade, but only after 
points 1 and 2 have been achieved. 

4.  You need to be specific/detailed in your answers.  
5.  Also good reflection on, or critique of material is rewarded. 
6.  Acknowledging alternative perspectives/evidence is good.  
7.  In section B – short intro/conclusion only. An opportunity for 

reflection before/after the detail.  
8.  Do not go over 22 minutes per question. If you do this is 

likely to be very damaging to your overall grade.   



Last Minute Assignment Advice 
1.  Start with template provided but you can innovate from there.  
2.  Structure and formatting polish matters. 
3.  Make sure your writing is academic and sophisticated.  
4.  If data is freely available, some summary stats and graphs useful 

for motivation. If data is not easily accessible that is fine.  
5.  Make sure you summarise the literature really well. 
6.  Make sure you have a paragraph that summarises your unique 

contribution to the literature. 
7.  Define your research clearly. You can include hypothesis. 
8.  Try and link your research question to theory.   
9.  Footnotes and references are your friend. Don’t use endnotes.  
10.  Put your name on it, page numbers and count of words. 
11.  Remember plagiarism will not be tolerated.    

 
 



Supports this week 

 

1.  My usual office hours. 
2.  For those struggling with their econometric 

specification Dr. John McDonagh is holding special 
office hours on Wednesday between 11-12 (Room 
3022).  

 



Inequality: one of the oldest topics in 
economics… 
 

“To determine the laws which regulate this distribution [into 
wages, profits and rent], is the principal problem in Political 
Economy.”  
 
David Ricardo (1817), Principles of Political Economy 
(Preface)  
 
 



…and one of the most controversial 

“..of the tendencies that are harmful to sound economics, 
the most seductive, and ...the most poisonous, is to focus 
on questions of distribution.”  
 
Robert E. Lucas (2004), “The Industrial revolution: past 
and future”  
 



World economic history in one picture.  
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Figure 1.1 World economic history in one picture. Incomes rose sharply in many countries 
after 1800 but declined in others. 

typical English worker of 1800, even though the English table by then included 
such exotics as tea, pepper, and sugar. 

And hunter-gatherer societies are egalitarian. Material consumption varies 
little across the members. In contrast, inequality was pervasive in the agrarian 
economies that dominated the world in 1800. The riches of a few dwarfed the 
pinched allocations of the masses. Jane Austen may have written about re-
fined conversations over tea served in china cups. But for the majority of the 
English as late as 1813 conditions were no better than for their naked ancestors 
of the African savannah. The Darcys were few, the poor plentiful. 

So, even according to the broadest measures of material life, average 
welfare, if anything, declined from the Stone Age to 1800. The poor of 1800, 
those who lived by their unskilled labor alone, would have been better off if 
transferred to a hunter-gatherer band. 

The Industrial Revolution, a mere two hundred years ago, changed for-
ever the possibilities for material consumption. Incomes per person began to 
undergo sustained growth in a favored group of countries. The richest mod-
ern economies are now ten to twenty times wealthier than the 1800 average. 
Moreover the biggest beneficiary of the Industrial Revolution has so far been 
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•  Income rose sharply in many countries after 1800 but 
declined in others 



We focus on inequality and globalization (1) 

Main features: 
 

•  Global inequality shows no clear trend in the last 20 
years although China’s and India’s growth are globally 
equalizing. 

•  About 9 percent of world population receives one-half 
of global income (or consumes ½ of goods and 
services); bottom ½ gets 7%.  

•  2000 is almost certainly the highest level of global 
inequality at any point in human history.  



We focus on inequality and globalization (2) 

•  The composition of global inequality has changed from 
being driven by income differences within countries 
(“class” differences) to income differences between 
countries (“locational”).  

•  More than ¾ of global inequality due to between 
country differences.  

•  About 60% of income dispersion “explained” by country 
of citizenship.  

 



Key observations – long run country divergence 
Between 1970 and 1990, the ratio of the richest to the poorest 
countries’ income increased from 9 to 1 to 45 to 1 (Pritchett, 
1997).    
Based on reasonable conclusion that $250 (1985 PPP) is the 
lowest GDP per capital could have been in 1870. 
1.  No one has ever observed consistently lower living 

standards at any time or place in history.  
Ø  Lowest five year average was $275 in Ethiopia 1961-1965.  

2.  This level is well below extreme poverty lines (below 
plausibly required nutritional intakes (1600cal)  
Ø  1,443 Chad in 1984 the lowest recorded.  

3.  At a lower standard of living the population would be too 
unhealthy to expand.   



Divergence Big Time 

EC3040b Economics of  Less Developed Countries 
23 

Divergence since 1850 



The Gini coefficient 



Global Inequality: concept 1 

•  International Inequality between nations 
•  No population-weighting 

Ø  This indicator disregards country size and within-country 
inequality.  

Mean income per country used.  



Inequality: concept 2 

•  International Inequality between nations 
•  With population-weighting 

Ø  Assumed that within country income distribution is 
perfectly equal.  

NB: Note concept 1 and 2 not the actual income of individuals but country averages.  

Mean income per country used and then weighted by population.  



Inequality: concept 3 
•  Global Inequality between people all around the world 

independent of their nationality. 

•  Very hard to compute because of data availability. Need 
repeated household survey in all contries.  



Comparison of three concepts of inequality 

Clearly, we would like to know Concept 3 inequality if we are inter-
ested in how world individuals are doing, even if the other two concepts
have their uses too. Concept 1 answers whether nations are converging
(in terms of their income levels). When we talk of convergence, we are
not, necessarily or at all, interested in individuals but in countries. Con-
cept 2 is perhaps the least interesting. It deals neither only with nations
nor individuals but falls somewhere in between. Its main advantage is
that it approximates well Concept 3 inequality (which, although a con-
cept we would like to know, is the most difficult one to compute). Once
Concept 3 is available, however, Concept 2 inequality will be (as the
saying goes) history.

Table 1.1 summarizes our discussion of the differences among the
concepts.

But how do these concepts perform empirically and how big are the
differences among them? Before we turn to this issue, comparing the
three concepts at the world level, let’s compare them at a level where
this is easy. Take the United States and break it down into fifty states.
Concept 1 is simply inequality calculated after ranking all states from
the poorest to the richest and giving them equal weight. Concept 2 in-
equality is the same except that weights are now proportional to the

10 C H A P T E R  O N E

TABLE 1.1.
Comparison of the Three Concepts of Inequality

Concept 1: Concept 2:
Unweighted Weighted Concept 3:
International International “True” World

Inequality Inequality Inequality

Main source National National Household
of data accounts accounts surveys

Unit of Country Country (weighted Individual
observation by its population)

Welfare concept GDP or GNP GDP or GNP Mean per capita
per capita per capita disposable

income or
expenditures

National currency
conversion Market exchange rate or PPP exchange rate

Within-country Ignored Ignored Included
distribution
(inequality)



Key observations – short-run  

1.  Inequality 1 stable from 1960 to 1980. Divergence only 
started around 1980 until 2000.  

2.  Measured by Inequality 2 the world has become more 
equal. Those who favour globalisation often 
disingenuously point to this measure.  

3.  Using Inequality 3, global inequality may be falling. 
Between 2002 and 2008, the global Gini decreased by 
1.4 points. This is driven by India and China.  
Ø  This may be the first fall in global inequality in almost 

200 years; overcoming recent trends: a) divergence of 
countries mean incomes (1980-2000) and b) rise in 
within-national inequalities in many countries.  



International and Global Inequality, 1952-2011 



International Inequality: the role of China  
12 B. Milanovic

Fig. 1 Concept 1 and Concept
2 (international) inequalities,
1952–2006. Before 1960, there
are between 80 and 90
countries included. After
1960, the number varies
between 130 and 150
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future calculations more accurate: (1) introduction of household surveys in the
countries which currently do not field them; (2) annual frequency of surveys; (3)
complete access to micro data; (4) movement toward both consumption- and income-
based annual surveys with international standardization of both aggregates, and,
unrelated to the survey technology, (5) improvement in the estimate of countries’
price levels (PPPs) with possible differentiation between rural and urban PPPs,
particularly in the case of large and not fully market-integrated countries.

3.2 Calculation of the three concepts of inequality

We now proceed to the calculations of the three concepts of inequality. Figure 1
shows the calculations of Concept 1 and Concept 2 international inequality for the
period 1952–2006.

The data start in 1952, mostly because it is the first year for which GDP for China
is available, and the calculation of Concept 2 international inequality without China
would be meaningless.20 The sample composition is practically fixed (the number
of countries does not vary much) since 1960, when after decolonization the data for
most African countries became available.21 Let us focus first on Concept 1 inequality.
Its level is between 4 and 5 Gini points higher than with the earlier PPP data (in
order to save space, “old” Concept 1 inequality is not shown here; it can be found
in Milanovic [24], p. 39). Between 1960 and early 1980s, Concept 1 inequality was
stable at the Gini value of about 53. After the early 1980s, and not just coincidentally
with the increase in oil prices, real interest rates, and Third World debt crisis, there
is a process of rapid divergence in incomes between the countries. The “lost decade”
(or rather two decades) in Latin America, stagnation and then substantial declines

20For more details on the data see Milanovic ([24], Chapter 4) although the calculations there were
done with the “old” PPPs.
21For the countries that emerged after the break-up of the Soviet Union, Yugoslavia and Czechoslovakia
we use, when available (and they generally are), their republican GDPs per capita for all years prior
to independence. We do this in order to keep the composition and the number of the countries in the
sample as fixed as possible. The same approach is applied to Pakistan and Bangladesh, and Ethiopia
and Eritrea.



International and Global Inequality, market 
exchange rates 

All three concepts using market exchange rates, 
1975-2009

Concept 2

Concept 3

.7
5

.8
.8

5
G

in
i c

o
e

ff
ic

ie
n

t

Using two_concepts_exrate.do and global_new2.dta

Concept 1

.5
5

.6
.6

5
.7

G
in

i c
o

e
ff

ic
ie

n
t

1970 1980 1990 2000 2010
year



Global Inequality, PPP $ vs US $ 

1988 1993 1998 2002 2005

International dollars

Gini 
index

68.3
(2.0)

69.9
(1.4)

69.4
(1.8)

70.6
(1.3)

69.7
(1.4)

Global inequality (with 2005 PPPs)
(distribution of persons by $PPP or US$ income per capita) 

index (2.0) (1.4) (1.8) (1.3) (1.4)
Between 
component

61.6 62.3 61.7 63.0 61.5

US dollars

Gini 
index

77.8
(1.5)

80.4
(1.4)

79.6
(1.3)

81.0
(1.1)

79.8
(1.1)



Global Gini coefficient compared to selected 
countries 

World Gini of 0.7 means that if the world is divided into two halves – the richest 8% have 
one half and the other 92% have the other half.  

9 
 

quarters of  (the poorer) world population are needed to get to the first 1/5th of total income, but 

only 1.7% of those at the top suffice to  get to the last one-fifth.   

Global inequality is much greater than inequality within any individual country. In Figure 3, 

global Gini of 70 is shown together with the Ginis for several countries. Global inequality is 

substantially greater than inequality in Brazil, a country that is often held, despite the recent 

improvements under the Lula presidency, as an exemplar of excessive inequality. And it is almost 

twice as great as inequality in the United States.5 

Figure 3. Global Gini coefficient compared to the Ginis of selected countries 

Sweden

USA

Brazil

World

.2
.3

.4
.5

.6
.7

 

1970 1980 1990 2000 2010
year

 
 

How confident are we that these numbers truly reflect what is happening to inequality 

among world citizens? The global inequality numbers come from calculations done across 

representative national surveys which monitor incomes or consumption of households. About 120 

such surveys stand behind each of the six dots shown in Figures 2 and 3. These 120 surveys include 

actual incomes or consumption levels for about 10 million people in the world. This is about 1.5% 

of the current world population, not a negligible number, and in principle, sufficiently 
                                                 
5 The vertical axis in Figure 3 shows Gini coefficient in its “natural” values, i.e., not in percentages. Thus a Gini of 0.7 
displayed there is the same as a Gini of 70. For simplicity, we use the second approach throughout the paper.  



What does Gini of 70 imply? What does Gini of 70 imply?
To get to  ½ of total 
income you need…

Almost 92 percent of 
the poorest

Or about 8 percent of 
the richest

The bottom 50% of the 
population receives… 

6.6 percent of total 
income

The top 1% of 
population receives…

About 13 percent of 
total income

Thus 6 million top 
people receive as 
much as 3+ billion 
poorest  (ratio 500-1)

% of people who are 25 
percent above or below 
the median income is…

14 percent The world is as middle 
class or less than  
Panama. 



A fifty-fifty world? More than fifty-fifty world (2005; new PPPs)
Cumulative % of world 
population

Cumulative % of PPP world 
income/consumption

In a single 
country 
(Germany 05)

5 0.14 1.3
10 0.44 3.3
25 1.9 11.1
50 6.6 28.9
80 25.0 60.1
90 45 75
Top 10 55 25
Top 5 36.5 18.4
Top 1 13.4 5.8



From the fall of the Berlin Wall to the Global Financial 
Crisis: Who won and who lost  

13 
 

Figure 4. Change in real income between 1988 and 2008 at various percentiles of global  
income distribution (calculated in 2005 international dollars) 

 

Note: The vertical axis shows the percentage change in real income, measured in constant international dollars. The 
horizontal axis shows the percentile position in the global income distribution. The percentile positions run from 5 to 
95, in increments of five, while the top 5% are divided into two groups: the top 1%, and those between 95th  and 99th 
percentiles. 

 
 
But the biggest losers (other than the very poorest 5%), or at least the “non-winners,” of 

globalization were those between the 75th  and 90th  percentiles of  the global income distribution 

whose real income gains were essentially nil. These people, who  may be called a global upper-

middle class, include many from former Communist countries and Latin America, as well as those 

citizens of rich countries whose incomes stagnated.   

Global income distribution has thus changed in a remarkable way. It was probably the 

profoundest global  reshuffle of people’s economic positions since the Industrial revolution. 

Broadly speaking, the bottom third, with the exception of the very poorest, became significantly 

better-off, and many of the  people there escaped absolute poverty. The middle third or more 

became much richer, seeing their real incomes rise by approximately 3% per capita annually.  

 



From the fall of the Berlin Wall to the Global 
Financial Crisis: Who won and who lost  
Main winners: 
•  Top 1%: real income increased by 60% 

•  Median earner: real income increased by 80% 

•  Bottom 30%: real income increased by 40-70% 
 
Main losers (or not winners): 
 

•  Bottom 5% 

•  75th – 90th percentiles:  



From the fall of the Berlin Wall to the Global 
Financial Crisis: Who won and who lost  
Main winners: 
 

•  Top 1%: about 60 million people  
•  top 12% US, top 3-6% of Britain, Japan, Germany, France; 
•  top 1% of Euro countries (Italy, Spain, Portugal) and emerging 

economies (Russia, Brazil, South Africa etc) 

•  Median earner:  
•  200 million Chinese, 90 million Indians, 30 million from Indonesia, 

Brazil, and Egypt 
 

Main losers (or not winners): 
 

•  Bottom 5%: Mostly African 

•  75th – 90th percentiles: 
•  Many former communist countries 
•  Latin America 
•  Citizens of  rich countries whose income stagnated 

 



Ireland in a comparative perspective 

Reducing inequality in the boom of the 2000s (rising income for low skilled 
and increase in welfare payments) but rising due to the financial crisis.  

THE ECONOMY OF IRELAND 
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Table 8.2 also places Ireland’s performance in an international context, comparing 
Gini coefficients (after taxes and transfers) for twelve European countries, ranked by 
the 2014 Gini coefficient.  The period was characterised by significant economic 
volatility, rising unemployment and destruction of wealth in many European countries.  
For most of the last two decades, Ireland experienced higher levels of inequality than 
many central European and Scandinavian countries.  This seems to have moderated to 
some degree during the financial crisis. In 2014, Ireland was more unequal than 
Germany and the Scandinavian countries but slightly better than the average of the EU 
15.  
 
Table 8.2 

European Comparison of Gini Coefficients 
(after taxes and transfers) 

Country 2005 2009 
 

2011 
 

2014 
Change 

2005-2014 
      
Spain 31.8 32.3 34.5 34.7 2.9 
Portugal 38.1 35.4 35.4 34.5 -3.6 
Greece 33.2 33.1 33.5 34.5 1.3 
UK 34.6 32.4 33.0 31.6 -3.0 
EU 15 29.9 30.3 30.9 30.9 1.0 
      
Ireland 31.9 28.8 29.8 30.8 -1.1 
      
Germany 26.1 29.1 29.0 30.7 4.6 
France 27.7 29.8 30.8 29.2 1.5 
Denmark 23.9 27.0 26.6 27.7 3.8 
Sweden 23.4 24.8 24.4 25.4 2.0 
      

Source: Eurostat Online database 2016. 
 
Regional and Life-Cycle Inequalities 
Regional inequalities exist within Ireland, although these have fallen since 2000.  
According to the Central Statistics Office, data for 2014 shows that individual residents 
of Dublin enjoy disposable income (after taxes and transfers) that is 12 per cent higher 
than the national average while residents of the southern and eastern regions enjoy 
disposable income that is 3 per cent higher than the national average.  This is balanced 
by 8.7 per cent lower than average disposable income in the border, western and 
midland regions.   

At county level, Donegal and Monaghan are the counties with the lowest levels of 
average disposable income whereas Dublin, Cork and Limerick are the only four 
counties with disposable income above the national average.  Differences in standards 
of living are likely to be smaller when differences in the cost of living between the 
counties are taken into consideration.  There is also a rural/urban dimension to 
inequality with extensive rural development policies in place to deal not only with this 
but also to avoid the decline of rural areas due to migration (see Chapter 9). 



Global inequality in the long-run: From Downton 
Abbey to Hard Borders 

18 
 

inequality would have charted a gigantic inverted U-shaped curve and perhaps in some fifty years—

if the emerging market economies continue to grow faster than the rich world—we might be back to 

the state of affairs that existed around the time of the Industrial Revolution. 

But, for now, we are still very far from it. And perhaps nothing shows it better than Figure 6. 

There  the height of the bar represents the Theil coefficient of global inequality  in two baseline 

years: 1870 and 2000.7 The height of the bar is much greater  now, meaning that global inequality 

today is greater than in 1870, which of course is not a surprise. 8 

Figure 6. A Non-Marxian world: 
Level and composition of global inequality in the 19th century and around year 2000 

(measured by the Theil index) 
 

 
Note: I use Theil mean log deviation because it is exactly decomposable (as between “class” and “location”) and 
because the importance of each component does not depend on the rest of the decomposition. Anand and Segal (2008) 
in their review of global inequality studies suggest that it is the most appropriate inequality index for this kind of 
decomposition.   
 
                                                 
7 Theil coefficient, named after the Dutch econometrician Henri Theil, is another way to measure inequality. It is not as 
popular, nor is its meaning as intuitive, as Gini, but in this case, when we have to decompose inequality into two 
components, Theil coefficient is preferable to Gini whose decomposition is not “exact”. That is, with the Gini there is a 
residual terms whose interpretation is not always clear.  
 
8 The results would have been the same with the Gini. 
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The proportions have flipped: more than two thirds of total inequality is due to location.  



Gaps between country incomes today 

21 
 

positions and near-identity of their economic interests. Proletarian solidarity is then simply dead 

because there is no longer  such a thing as the global proletariat. This is  why ours is a distinctly 

non-Marxian world. But what kind of the world is it? To this question I turn next.  

 

4. Gaps between country incomes today   

In Milanovic (2012), I have argued that a proper analysis of global inequality today requires 

an empirical and  mental shift  from concerns with class to concerns with location, in other words, a 

movement “from proletarians to migrants”. This was  meant to summarize a macro-development  

that has taken place over the last two centuries. If the main determinant of one’s income  is now 

location, who are the underdogs? People who live in poor countries. And what do underdogs want 

to do? They want to become richer at home, or failing that, to migrate to richer places.  

Figure 7. Different countries and income classes in global income distribution, 2005 
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Note: The line drawn at y=60 shows the global position of the poorest 5% of  the US population. 
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an empirical and  mental shift  from concerns with class to concerns with location, in other words, a 

movement “from proletarians to migrants”. This was  meant to summarize a macro-development  

that has taken place over the last two centuries. If the main determinant of one’s income  is now 

location, who are the underdogs? People who live in poor countries. And what do underdogs want 

to do? They want to become richer at home, or failing that, to migrate to richer places.  

Figure 7. Different countries and income classes in global income distribution, 2005 
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Note: The line drawn at y=60 shows the global position of the poorest 5% of  the US population. 
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Figure 8. Italy and the rest of the world 
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Figure 8, displayed in the exactly the same fashion as Figure 7, is dedicated to Italy but  

could have done for any important migration-receiving country: United States, Germany, France or 

Spain. In the Figure, Italy’s distribution is compared with that of the world, and then with the 

distributions of the countries providing the bulk of immigrants into Italy. First, where is Italy, 

compared to the rest of the world? Its poorest people are just below the 60th global percentile; it is, 

as we just saw, approximately the same percentile where the poorest Americans are. As we move 

toward the richer Italian ventiles, their global position (obviously) improves, and the richest 5% of 

Italians are at the top of the world, that is, among the top global percentile.  

Compare now Italy with a few other countries, Germany for example.  What stands out is 

the very high income level of the bottom ventiles for Germany. The same would be true if instead 

of  Germany,  we used Denmark, Norway or other Nordic countries. The people at the bottom of the 

income distributions in those countries are around the 80th percentile of the world income 

distribution or higher. The poorest Danes are at the 90th percentile while in the countries like 



Why should we care about 
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Kuznets and his curve 

•  Kuznets Curve (1955) 
suggest that economic 
growth can initially lead 
to a rise and then fall in 
income inequality 
within a country.  

•  Since then much 
evidence has been 
accumulated against 
this thesis.  
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retirement years. Thus, inequality can emerge because of different financial 
management strategies pursued by households for given levels of income.  

 
Evolution of Inequality over Time 
Does the nature of economic growth mean that inequality will continue to rise?  In a 
seminal paper, the Russian-American economist Simon Kuznets argued that economic 
inequality increases over time while a country is developing, and then after a certain 
average income is attained, inequality begins to decrease.1  The prediction of changes 
in inequality as a country develops is depicted in what is known as the Kuznets Curve 
(see Figure 8.1).  Among many suggestions as to why this might be the case is the idea 
that owners of capital and workers in sectors with rising productivity benefit 
disproportionally in the early stages of development.  As the capabilities of the state 
increase, however, improving education and health opportunities for all citizens, the 
emergence of redistributive policies gradually reduces the inequality. 
 
Figure 8.1 

The Kuznets Curve 

 
 

Up until 1980 there was evidence for the Kuznets curve.  In the USA inequality 
rose in the second half of the nineteenth century and declined over the twentieth, until 
the 1970s when it started increasing again.  In the UK inequality also rose after 1977, 
after almost a century of declines following the initial rise during the industrial 
revolution.  Recent data suggests that there is in fact a natural tendency for capitalist 
economies to lead to ‘Downtown Abbey’ (high) levels of inequality, contradicting the 
predictions of the Kuznets curve.2 It is argued that pre-World War I economies in 
Western Europe were characterised by significant inequalities; before the two wars and 
the great depression dragged levels of wealth back down to earth through physical 
destruction, capital losses and inflation. 

However, since the 1970s the ratio of wealth to income has increased together with 
income inequality and is now approaching levels last seen before World War I. The 
Economist recently argued that the inverted U of the Kuznets curve has turned into an 
italicised N, with the final stroke pointing menacingly upwards.3  
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Figure 1. The channels through which inequality affects growth.
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Why should we care about inequality? 

In unequal societies—even those that have mature democratic 
institutions—the rich spend a lot of money trying to shape “rules 
of the game” in their favour. In countries with immature or non-
existent institutions of democracy the problem is much worse: 
the rich elite pursue anti-competitive policies both in the 
marketplace, and in politics. [ Konstantin Sonin, The Economist] 
 
•  Equality of opportunity harder to achieve in an equal society. 

•  Inequality can impact politics creating big distortions. 



Studies of Note 
Savings 
•  Most of the early empirical literature based on HH 

micro-data supports conventional wisdom on the 
positive relationship between inequality and personal 
savings.  

•  Studies on cross-country/panel aggregate data is more 
mixed evidence.  

Fertility 
•  Perotti (1996) finds that a greater income share of the 

middle class has a string negative effect on fertility, and 
this, in turn, has a significant and positive impact on 
growth.  



Four Studies of Note 

Political Stability 
•  Alesina and Rodrik (1996) suggest a negative effect of 

inequality on political stability, as well as a negative 
effect of political stability on investment.  

Social Conflict 
•  Rodrik (1998) finds that countries which experienced 

the sharpest drop in growth from external shocks of 
1970s were ‘divided societies’ with weak institutions of 
conflict management.  



Epidemiologists say…. (“The Spirit Level”)  
More unequal societies people are  
•  five times as likely to be imprisoned. 
•  six times as likely to be clinically obese. 
Suggestive evidence from psychology. 

Criticism  
•  Cannot be strictly considered as causation. Likely to be a 

third factor causing both.  
•  Results are heavily, heavily criticised by economists.  
 
Some evidence exists that inequality relates to health 
measures, low levels of trust, crime and less agreement of 
scale of public goods.  



The Top 1% debate 



The top 1% debate 

•  Hot topic above all after the global financial crisis. 

•  Not to be dismissed as an “Occupy Wall Street” thing. 

•  A lot of action at the very top: in US share of total 
annual income of top 1% more than doubled between 
1976-2011, from 9% to 20%. 

•  Very relevant from both an economic and political 
perspective. 



Top 1% income share in the US 

4     Journal of Economic Perspectives

We should start by emphasizing the factual importance of the top 1 percent. We should start by emphasizing the factual importance of the top 1 percent. 
It is tempting to dismiss the study of this group as a passing political fad due to It is tempting to dismiss the study of this group as a passing political fad due to 
the slogans of the Occupy movement or as the academic equivalent of reality the slogans of the Occupy movement or as the academic equivalent of reality 
TV. But the magnitudes are truly substantial. Based on pre-tax and pre-transfer TV. But the magnitudes are truly substantial. Based on pre-tax and pre-transfer 
market income (excluding nontaxable fringe benefi ts such as health insurance market income (excluding nontaxable fringe benefi ts such as health insurance 
but including realized capital gains) per family reported on tax returns, the share but including realized capital gains) per family reported on tax returns, the share 
of total annual income received by the top 1 percent has more than doubled from of total annual income received by the top 1 percent has more than doubled from 
9 percent in 1976 to 20 percent in 2011 (Piketty and Saez, 2003, and the World 9 percent in 1976 to 20 percent in 2011 (Piketty and Saez, 2003, and the World 
Top Incomes Database). There have been rises for other top shares, but these Top Incomes Database). There have been rises for other top shares, but these 
have been much smaller: during the same period, the share of the group from have been much smaller: during the same period, the share of the group from 
95th to 99th percentile rose only by 3 percentage points. The rise in the share of 95th to 99th percentile rose only by 3 percentage points. The rise in the share of 
the top 1 percent has had a noticeable effect on overall income inequality in the the top 1 percent has had a noticeable effect on overall income inequality in the 
United States (Atkinson, Piketty, and Saez 2011, Section 2.2).United States (Atkinson, Piketty, and Saez 2011, Section 2.2).

The United States Top 1 Percent in International Perspective

Figure 1 depicts the US top 1 percent income share since 1913. Simon Kuznets Figure 1 depicts the US top 1 percent income share since 1913. Simon Kuznets 
(1955) famously hypothesized that economic growth would fi rst be accompanied by (1955) famously hypothesized that economic growth would fi rst be accompanied by 
a rise in inequality and then by a decline in inequality. At fi rst glance, it is tempting a rise in inequality and then by a decline in inequality. At fi rst glance, it is tempting 

Figure 1
Top 1 Percent Income Share in the United States

Source: Source is Piketty and Saez (2003) and the World Top Incomes Database.
Notes: The fi gure reports the share of total income earned by top 1 percent families in the United States 
from 1913 to 2011. Income is defi ned as pre-tax market income; it excludes government transfers and 
nontaxable fringe benefi ts. The fi gure reports series including realized capital gains (solid squares) 
and series excluding realized capital gains (hollow squares).
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Evolution of top 1% in different countries (1) 

6     Journal of Economic Perspectives

Figure 2
The Evolution of the Shares of the Top 1 Percent in Different Countries

Source: The World Top Incomes Database.
Notes: The fi gure reports the share of total income earned by the top 1 percent in four English-speaking 
countries in panel  A, and in four  other OECD countries ( Japan and three continental European 
countries) in panel B. Income is defi ned as pre-tax market income. The estimates for Australia include 
realized capital gains partially and at varying degrees over time.
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Evolution of top 1% in different countries (2) 

6     Journal of Economic Perspectives

Figure 2
The Evolution of the Shares of the Top 1 Percent in Different Countries

Source: The World Top Incomes Database.
Notes: The fi gure reports the share of total income earned by the top 1 percent in four English-speaking 
countries in panel  A, and in four  other OECD countries ( Japan and three continental European 
countries) in panel B. Income is defi ned as pre-tax market income. The estimates for Australia include 
realized capital gains partially and at varying degrees over time.
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Evolution of top 1% in different countries (3) 

•  High income countries with similar technological and 
productivity developments have gone through different 
patterns of income inequality at the very top. 

•  Technological stories based upon supply and demand 
of skills can hardly explain these diverging patterns.  

•  This supports the view that institutional and policy 
differences play a key role. 

•  Taxation is the first candidate. 



Top marginal tax rates 1900-2011 

The Top 1 Percent in International and Historical Perspective     7

the twentieth century. The most obvious policy difference—between countries and the twentieth century. The most obvious policy difference—between countries and 
over time—regards taxation, and it is here that we begin.over time—regards taxation, and it is here that we begin.

Taxes and Top Shares
During the twentieth century, top income tax rates have followed an inverse During the twentieth century, top income tax rates have followed an inverse 

U-shaped time-path in many countries, as illustrated in Figure  3. In the United U-shaped time-path in many countries, as illustrated in Figure  3. In the United 
States, top income tax rates were consistently above 60 percent from 1932 to 1981, States, top income tax rates were consistently above 60 percent from 1932 to 1981, 
and at the start of the 1920s, they were above 70 percent (of course, varying propor-and at the start of the 1920s, they were above 70 percent (of course, varying propor-
tions of taxpayers were subject to the top rate). High income tax rates are not just tions of taxpayers were subject to the top rate). High income tax rates are not just 
a feature of the post-World War II period, and their cumulative effect contributed a feature of the post-World War II period, and their cumulative effect contributed 
to the earlier decline in top income shares. While many countries have cut top to the earlier decline in top income shares. While many countries have cut top 
tax rates in recent decades, the depth of these cuts has varied considerably. For tax rates in recent decades, the depth of these cuts has varied considerably. For 
example, the top tax rate in France in 2010 was only 10 percentage points lower example, the top tax rate in France in 2010 was only 10 percentage points lower 
than in 1950, whereas the top tax rate in the US was less than half its 1950 value.than in 1950, whereas the top tax rate in the US was less than half its 1950 value.

Figure  4 plots the changes in top marginal income tax rates (combining Figure  4 plots the changes in top marginal income tax rates (combining 
both central and local government income taxes) since the early 1960s against both central and local government income taxes) since the early 1960s against 
the changes over that period in top 1 percent income shares for 18 high-income the changes over that period in top 1 percent income shares for 18 high-income 
countries in the World Top Incomes Database. It shows that there is a strong corre-countries in the World Top Incomes Database. It shows that there is a strong corre-
lation between the reductions in top tax rates and the increases in top 1 percent lation between the reductions in top tax rates and the increases in top 1 percent 

Figure 3
Top Marginal Income Tax Rates, 1900 – 2011

Source: Piketty and Saez (2013, fi gure 1).
Notes: The fi gure depicts the top marginal individual income tax rate in the United States, United 
Kingdom, France, and Germany since 1900. The tax rate includes only the top statutory individual 
income tax rate applying to ordinary income with no tax preference. State income taxes are not included 
in the case of the United States. For France, we include both the progressive individual income tax and 
the flat rate tax “Contribution Sociale Generalisée.”
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Changes in Top Income Shares and Top 
Marginal Income Tax Rates since 1960  

8     Journal of Economic Perspectives

pre-tax income shares. For example, the United States experienced a reduction pre-tax income shares. For example, the United States experienced a reduction 
of 47  percentage points in its top income tax rate and a 10  percentage point of 47  percentage points in its top income tax rate and a 10  percentage point 
increase in its top 1  percent pre-tax income share. By contrast, countries such increase in its top 1  percent pre-tax income share. By contrast, countries such 
as Germany, Spain, or Switzerland, which did not experience any signifi cant top as Germany, Spain, or Switzerland, which did not experience any signifi cant top 
rate tax cut, did not show increases in top 1 percent income shares. Hence, the rate tax cut, did not show increases in top 1 percent income shares. Hence, the 
evolution of top tax rates is strongly negatively correlated with changes in pre-tax evolution of top tax rates is strongly negatively correlated with changes in pre-tax 
income concentration.income concentration.

This negative correlation can be explained in a variety of ways. As pointed out This negative correlation can be explained in a variety of ways. As pointed out 
originally by Slemrod (1996), it is possible that the rise in top US income shares originally by Slemrod (1996), it is possible that the rise in top US income shares 
occurred because, when top tax rates declined, those with high incomes had less occurred because, when top tax rates declined, those with high incomes had less 

Figure 4
Changes in Top Income Shares and Top Marginal Income Tax Rates since 1960
(combining both central and local government income taxes)

Source: Piketty, Saez, and Stantcheva (2011, revised October  2012, fi gure  3). Source for top income 
shares is the World Top Incomes Database. Source for top income tax rates is OECD and country-
specifi c sources.
Notes: The fi gure depicts the change in the top 1 percent income share against the change in the top 
income tax rate from 1960– 64 to 2005–2009 for 18  OECD countries. If the country does not have 
top  income share data for those years, we select the fi rst available fi ve years after 1960 and the most 
recent 5 years. For the following fi ve countries, the data start after 1960: Denmark (1980), Ireland (1975), 
Italy (1974), Portugal (1976), Spain (1981). For Switzerland, the data end in 1995 (they end in 2005 or 
after for all the other countries). Top tax rates include both the central and local government top tax 
rates. The correlation between those changes is very strong. The elasticity estimates of the ordinary least 
squares regression of !log(top 1% share) on !log(1 – MTR) based on the depicted dots is 0.47 (0.11).
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Reverse causality – self reinforcing processes 

•  Higher income shares to the top 1% mean higher 
bargaining power of top earners. 

•  Are tax reductions endogenous?  
•  Maybe higher growth, however unequal the country, 

allowed for tax reductions. 
•  Countries that made large cuts in top tax rates did not 

experience a significant increase in growth. 



Increasing wealth ratio (capital is back)… 
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countries than in others.countries than in others.77 Another source of difference between countries could  Another source of difference between countries could 
come from variations in the total magnitude of wealth accumulation. There may come from variations in the total magnitude of wealth accumulation. There may 
in this respect be an important difference between the United States and Europe, in this respect be an important difference between the United States and Europe, 
as is indeed suggested when we look at total private wealth (expressed as a ratio to as is indeed suggested when we look at total private wealth (expressed as a ratio to 
national income), shown in Figure 6 (see Piketty and Zucman, 2013, for a discus-national income), shown in Figure 6 (see Piketty and Zucman, 2013, for a discus-
sion on the differences between private and national wealth).sion on the differences between private and national wealth).

As may be seen from Figure  6, the twentieth century has seen a U-shaped As may be seen from Figure  6, the twentieth century has seen a U-shaped 
time-path in the ratio of private wealth to national income that is more marked in time-path in the ratio of private wealth to national income that is more marked in 
Europe than in the United States. Private wealth in Europe was around six times Europe than in the United States. Private wealth in Europe was around six times 

7 In particular, the smaller rise of the UK inheritance fl ow (as compared to France and Germany) is entirely 
due to the much smaller rise of recorded inter vivos gifts, which according to fi scal data barely rose in the 
United Kingdom during recent decades, while they have become almost as large as bequests in France and 
Germany. This might simply be due to the fact that gifts are not properly recorded by the UK tax adminis-
tration (Atkinson 2013). In the United States, due to the limitations of federal fi scal data on bequests and 
gifts, scholars often use retrospective wealth survey data. The problem is that in countries with exhaustive 
administrative data on bequests and gifts (such as France, and to some extent Germany), survey-based 
self-reported fl ows appear to be less than 50 percent of fi scal fl ows. This probably contributes to explaining 
the low level of inheritance receipts found in a number of US studies. An example of such a study is Wolff 
and Gittleman (2011); one additional bias in this study is that inherited assets are valued using asset prices 
at the time these assets were transmitted, and no capital gain or income is included.

Figure 6
Private Wealth/National Income Ratios, 1870 – 2010

Source: Piketty and Zucman (2013).
Notes: Europe is the (unweighted) average of France, Germany, and the United Kingdom. Private wealth 
is defi ned as the sum of nonfi nancial assets, fi nancial assets, minus fi nancial liabilities in the household 
and nonprofi t sectors.
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…and higher inheritance 
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wealth-holders to sustain their preeminence. The key factor in determining the wealth-holders to sustain their preeminence. The key factor in determining the 
capacity to transmit wealth is the difference between the “internal rate of accumula-capacity to transmit wealth is the difference between the “internal rate of accumula-
tion” (the savings rate times the rate of return net of taxes) and the rate of growth tion” (the savings rate times the rate of return net of taxes) and the rate of growth 
of the economy. This means that the taxation of income and wealth transfers can of the economy. This means that the taxation of income and wealth transfers can 
cause the share of top wealth-holders to fall, as in the United Kingdom over the fi rst cause the share of top wealth-holders to fall, as in the United Kingdom over the fi rst 
three-quarters of the twentieth century (Atkinson and Harrison 1978), contributing three-quarters of the twentieth century (Atkinson and Harrison 1978), contributing 
to the downward trajectory of top income shares. Alongside this was the growth to the downward trajectory of top income shares. Alongside this was the growth 
of “popular wealth” owned by the bottom 99 percent. Back in 1908 in the United of “popular wealth” owned by the bottom 99 percent. Back in 1908 in the United 
Kingdom, the 17th Earl of Derby had a rent roll of some £100,000, which was more Kingdom, the 17th Earl of Derby had a rent roll of some £100,000, which was more 
than 1,000  times the average income at the time. Many of these houses are now than 1,000  times the average income at the time. Many of these houses are now 
owned by their occupiers.owned by their occupiers.

In recent decades, however, the relation between the internal rate of accumula-In recent decades, however, the relation between the internal rate of accumula-
tion of wealth holdings and the rate of growth of capital has now been reversed as a tion of wealth holdings and the rate of growth of capital has now been reversed as a 
result of the cuts in capital taxation and the decline in the macroeconomic growth result of the cuts in capital taxation and the decline in the macroeconomic growth 
rate (Piketty 2011). As a result, a number of countries are witnessing a return of rate (Piketty 2011). As a result, a number of countries are witnessing a return of 
inheritance as a major factor. Figure 5 shows the estimates of Piketty (2011) for inheritance as a major factor. Figure 5 shows the estimates of Piketty (2011) for 
France for the period 1820 to 2008 of the annual inheritance fl ow (the amount France for the period 1820 to 2008 of the annual inheritance fl ow (the amount 
passed on through bequests and gifts passed on through bequests and gifts inter vivos), expressed as percentage of ), expressed as percentage of 

Figure 5
Annual Inheritance Flow as a Fraction of Disposable Income, France 1820 –2008

Source: Piketty (2011).
Notes: The annual inheritance fl ow is defi ned as the total market value of all assets (tangible and fi nancial 
assets, net of fi nancial liabilities) transmitted at death or through inter vivos gifts. Disposable income was 
as high as 90–95 percent of national income during the 19th century and early 20th century (when taxes 
and transfers were almost nonexistent), while it is now about 70 percent of national income.
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overall control of resources? First, although 
the top 1 percent is by definition only a small 
share of the population, it does capture more 
than a fifth of total income—23.5 percent 
in the United States as of 2007. Second 
and even more important, the surge in top 
incomes over the last thirty years has a dra-
matic impact on measured economic growth. 
As shown in table 1, U.S. real income per 
family grew at a modest 1.2 percent annual 
rate from 1976 to 2007. However, when 
excluding the top 1 percent, the average real 
income of the bottom 99 percent grew at an 
annual rate of only 0.6 percent, which implies 
that the top 1 percent captured 58 percent 

of real economic growth per family during 
that period (column 4 in table 1). The effects 
of the top 1 percent on growth can be seen 
even more dramatically in two contrast-
ing recent periods of economic expansion, 
1993–2000 (Clinton administration expan-
sion) and 2002–07 (Bush administration 
expansion). Table 1 shows that, during both 
expansions, the real incomes of the top 1 per-
cent grew extremely quickly at an annual 
rate over 10.1 and 10.3 percent respectively. 
However, while the bottom 99 percent of 
incomes grew at a solid pace of 2.7 percent 
per year from 1993 to 2000, these incomes 
grew only 1.3 percent per year from 2002 
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to 2007. Therefore, in the economic expan-
sion of 2002–07, the top 1  percent  captured 
over two-thirds (65 percent) of income 
growth. Those results may help explain the 
gap between the economic experiences of 
the public and the solid macroeconomic 
growth posted by the U.S. economy from 
2002 to the peak of 2007. Those results may 
also help explain why the dramatic growth 
in top incomes during the Clinton adminis-
tration did not generate much public outcry 
while there has been an extraordinary level 
of attention to top incomes in the U.S. press 
and in the public debate in recent years. 

Such changes also matter in international 
comparisons. For example, average real 
incomes per family in the United States grew 
by 32.2 percent from 1975 to 2006 while they 
grew only by 27.1 percent in France during 
the same period (Piketty 2001 and Camille 
Landais 2007), showing that the macro-
economic performance in the United States 
was better than the French one during this 

period. Excluding the top percentile, aver-
age U.S. real incomes grew only 17.9 percent 
during the period while average French real 
incomes—excluding the top percentile—still 
grew at much the same rate (26.4 percent) as 
for the whole French population. Therefore, 
the better macroeconomic performance of 
the United States versus France is reversed 
when excluding the top 1 percent.3

More concretely, we can ask whether 
increased taxes on the top income group 
would yield appreciable revenue that could 
be deployed to fund public goods or redistri-
bution? This question is of particular inter-
est in the current U.S. policy debate where 
large government deficits will require raising 
tax revenue in coming years. The standard 

3 It is important to note that such international growth 
comparisons are sensitive to the exact choice of years 
compared, the price deflator used, the exact defini-
tion of income in each country, and hence are primarily 
illustrative.

TABLE 1
Top Percentile Share and Average Income Growth in the United States 

Average income  
real annual  

growth

Top 1%  
incomes real  

annual growth

Bottom 99%  
incomes real  

annual growth

Fraction of total 
growth captured by 

top 1%
(1) (2) (3) (4)

Period
 1976–2007 1.2% 4.4% 0.6% 58%
Clinton expansion
 1993–2000 4.0% 10.3% 2.7% 45%
Bush expansion
 2002–2007 3.0% 10.1% 1.3% 65%

Notes: Computations based on family market income including realized capital gains (before individual taxes). 
Incomes are deflated using the Consumer Price Index (and using the CPI-U-RS before 1992). Column (4) reports 
the fraction of total real family income growth captured by the top 1 percent. For example, from 2002 to 2007, 
average real family incomes grew by 3.0 percent annually but 65 percent of that growth accrued to the top 1 
percent while only 35 percent of that growth accrued to the bottom 99 percent of U.S. families.

Source: Piketty and Saez (2003), series updated to 2007 in August 2009 using final IRS tax statistics.



Beware of the Perspective of Particular Media Outlets  

“Tax burden on the wealthy has trebled since the 1970s, 
Telegraph analysis shows” – 19 March 2017 

Marginal rates have fallen. % of total income paid in tax also fallen for high earners.  



International Poverty 



International Poverty Line 
•  Origin: late 1980s, WB economists (Martin Ravallion) noticed 

that many low-income DCs had national PLs equivalent to $370/
year at purchasing power parity (PPP) exchange rates. 

•  Their NPLs could purchase similar quantity of essential goods in 
their country as $370 could in USA.  

•  $370/yr = roughly $1/day.  

•  $1/day became IPL. “Pov headcount” = # of people on < $1/day.  

•  UN MDG #1: “halve b/w 1990 & 2015 the proportion of people 
whose income is < $1/day”   

•  Since 2005 WB distinguishes “IExtremePL” = $1.25/day; 
IOrdinaryPL” = $2.50/day.   

•  Aid agencies target “the poor”, not national development.    



International Poverty headcount 

1981 2002 2005 

bn % bn % bn % 

Old 
estimates 

@ 
$1.08 

1.5 41 1.1 20 0.9 17 

New 
estimates 
@ $1.25 

1.9 52 1.6 31 1.4 25 

New @ 
$2.50 

2.7 75 3.3 62 3.1 57 



International Poverty headcount exc. China 

1981 2002 2005 

bn % bn % bn  % 

Old @ 
$1.08 

0.9 32 0.9 23 0.9 22 

New @ 
$1.25 

1.1 40 1.2 31 1.2 28 

New @ 
$2.50 

1.8 66 2.6 66 2.6 63 



Regional differences 
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TABLE III
REGIONAL BREAKDOWN OF HEADCOUNT INDEX FOR INTERNATIONAL POVERTY LINES OF $1.00–$2.50 A DAY OVER 1981–2005

Region 1981 1984 1987 1990 1993 1996 1999 2002 2005

(a) % living below $1.00 a day
East Asia and Pacific 66.8 49.9 38.9 39.1 35.4 23.4 23.5 17.8 9.3

Of which China 73.5 52.9 38.0 44.0 37.7 23.7 24.1 19.1 8.1
Eastern Europe and Central Asia 0.7 0.6 0.5 0.9 2.1 2.5 3.1 2.7 2.2
Latin America and Caribbean 7.7 9.2 8.9 6.6 6.0 7.3 7.4 7.7 5.6
Middle East and North Africa 3.3 2.4 2.3 1.7 1.5 1.6 1.7 1.4 1.6
South Asia 41.9 38.0 36.6 34.0 29.3 29.1 26.9 26.5 23.7

Of which India 42.1 37.6 35.7 33.3 31.1 28.6 27.0 26.3 24.3
Sub-Saharan Africa 42.6 45.2 44.1 47.5 46.4 47.6 47.0 43.8 39.9
Total 41.4 34.4 29.8 29.5 27.0 23.1 22.8 20.3 16.1

(b) % living below $1.25 a day
East Asia and Pacific 77.7 65.5 54.2 54.7 50.8 36.0 35.5 27.6 16.8

Of which China 84.0 69.4 54.0 60.2 53.7 36.4 35.6 28.4 15.9
Eastern Europe and Central Asia 1.7 1.3 1.1 2.0 4.3 4.6 5.1 4.6 3.7
Latin America and Caribbean 11.5 13.4 12.6 9.8 9.1 10.8 10.8 11.0 8.2
Middle East and North Africa 7.9 6.1 5.7 4.3 4.1 4.1 4.2 3.6 3.6
South Asia 59.4 55.6 54.2 51.7 46.9 47.1 44.1 43.8 40.3

Of which India 59.8 55.5 53.6 51.3 49.4 46.6 44.8 43.9 41.6
Sub-Saharan Africa 53.7 56.2 54.8 57.9 57.1 58.7 58.2 55.1 50.9
Total 51.8 46.6 41.8 41.6 39.1 34.4 33.7 30.6 25.2
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TABLE III
REGIONAL BREAKDOWN OF HEADCOUNT INDEX FOR INTERNATIONAL POVERTY LINES OF $1.00–$2.50 A DAY OVER 1981–2005

Region 1981 1984 1987 1990 1993 1996 1999 2002 2005

(a) % living below $1.00 a day
East Asia and Pacific 66.8 49.9 38.9 39.1 35.4 23.4 23.5 17.8 9.3

Of which China 73.5 52.9 38.0 44.0 37.7 23.7 24.1 19.1 8.1
Eastern Europe and Central Asia 0.7 0.6 0.5 0.9 2.1 2.5 3.1 2.7 2.2
Latin America and Caribbean 7.7 9.2 8.9 6.6 6.0 7.3 7.4 7.7 5.6
Middle East and North Africa 3.3 2.4 2.3 1.7 1.5 1.6 1.7 1.4 1.6
South Asia 41.9 38.0 36.6 34.0 29.3 29.1 26.9 26.5 23.7

Of which India 42.1 37.6 35.7 33.3 31.1 28.6 27.0 26.3 24.3
Sub-Saharan Africa 42.6 45.2 44.1 47.5 46.4 47.6 47.0 43.8 39.9
Total 41.4 34.4 29.8 29.5 27.0 23.1 22.8 20.3 16.1

(b) % living below $1.25 a day
East Asia and Pacific 77.7 65.5 54.2 54.7 50.8 36.0 35.5 27.6 16.8

Of which China 84.0 69.4 54.0 60.2 53.7 36.4 35.6 28.4 15.9
Eastern Europe and Central Asia 1.7 1.3 1.1 2.0 4.3 4.6 5.1 4.6 3.7
Latin America and Caribbean 11.5 13.4 12.6 9.8 9.1 10.8 10.8 11.0 8.2
Middle East and North Africa 7.9 6.1 5.7 4.3 4.1 4.1 4.2 3.6 3.6
South Asia 59.4 55.6 54.2 51.7 46.9 47.1 44.1 43.8 40.3

Of which India 59.8 55.5 53.6 51.3 49.4 46.6 44.8 43.9 41.6
Sub-Saharan Africa 53.7 56.2 54.8 57.9 57.1 58.7 58.2 55.1 50.9
Total 51.8 46.6 41.8 41.6 39.1 34.4 33.7 30.6 25.2

1
6
0
4

Q
U

A
R

T
E

R
L

Y
J

O
U

R
N

A
L

O
F

E
C

O
N

O
M

IC
S

TABLE III
(CONTINUED)

Region 1981 1984 1987 1990 1993 1996 1999 2002 2005

(c) % living below $2.00 a day
East Asia and Pacific 92.6 88.5 81.6 79.8 75.8 64.1 61.8 51.9 38.7

Of which China 97.8 92.9 83.7 84.6 78.6 65.1 61.4 51.2 36.3
Eastern Europe and Central Asia 8.3 6.5 5.6 6.9 10.3 11.9 14.3 12.0 8.9
Latin America and Caribbean 22.5 25.3 23.3 19.7 19.3 21.8 21.4 21.7 16.6
Middle East and North Africa 26.7 23.1 22.7 19.7 19.8 20.2 19.0 17.6 16.9
South Asia 86.5 84.8 83.9 82.7 79.7 79.9 77.2 77.1 73.9

Of which India 86.6 84.8 83.8 82.6 81.7 79.8 78.4 77.5 75.6
Sub-Saharan Africa 74.0 75.7 74.2 76.2 76.0 77.9 77.6 75.6 73.0
Total 69.2 67.4 64.2 63.2 61.5 58.2 57.1 53.3 47.0

(d) % living below $2.50 a day
East Asia and Pacific 95.4 93.5 89.7 87.3 83.7 74.9 71.7 62.6 50.7

Of which China 99.4 97.4 92.4 91.6 86.5 76.4 71.7 61.6 49.5
Eastern Europe and Central Asia 15.2 12.5 11.2 12.0 15.1 18.3 21.4 17.8 12.9
Latin America and Caribbean 29.2 32.4 29.6 26.0 25.9 28.8 28.0 28.4 22.1
Middle East and North Africa 39.0 34.8 34.6 31.2 31.4 32.5 30.8 29.5 28.4
South Asia 92.6 91.5 90.8 90.3 88.6 88.5 86.7 86.5 84.4

Of which India 92.5 91.5 90.8 90.2 89.9 88.7 87.6 86.9 85.7
Sub-Saharan Africa 81.0 82.3 81.0 82.5 82.5 84.2 83.8 82.5 80.5
Total 74.6 73.7 71.6 70.4 69.2 67.2 65.9 62.4 56.6



And the bad news first:  
•  Bad news:  

•  (1) #s in extreme & ordinary poverty much higher than 
previously thought.  

•  (2) If China removed, world EPH increased.   
•  (3) With & without China, world “ordinary poverty” (OP) ($2.50/

day) headcount increased. 

•  Good news:  
•  (1) “Extreme poverty” (EP) ($1.25/day) headcount fell b/w 1981 

& 2005, & % in extreme pov fell by more.   
•  (2) WB declared in 2012 that MGD#1 has almost been met. 

 



And the bad news first:  
•  Bad news:  

•  (1) #s in extreme & ordinary poverty much higher than 
previously thought.  

•  (2) If China removed, world EPH increased.   
•  (3) With & without China, world “ordinary poverty” (OP) ($2.50/

day) headcount increased. 

•  Good news:  
•  (1) “Extreme poverty” (EP) ($1.25/day) headcount fell b/w 1981 

& 2005, & % in extreme pov fell by more.   
•  (2) WB declared in 2012 that MGD#1 has almost been met. 

Ø Don’t say I never leave you on a positive note! 

 



How did we get on with the MDGs? Plenty of good news! 

14 | The Millennium Development Goals Report 2015

Goal 1
Eradicate 
extreme 
poverty and 
hunger

TARGET 1.A
Halve, between 1990 and 2015, the proportion of people 
whose income is less than $1 a day

The extreme poverty rate has dropped 
significantly in most developing regions

66%

57

Proportion of people living on less than $1.25 a day, 1990, 2011
and 2015 (percentage)

Note: Sufficient country data are not available for Oceania. 
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 X More than 1 billion people have 
been lifted out of extreme 
poverty since 1990.

 X Despite progress, almost half 
of the world’s employed people 
work in vulnerable conditions.

 X The proportion of 
undernourished people in the 
developing regions has fallen by 
almost half since 1990. 

 X One in seven children worldwide 
are underweight, down from one 
in four in 1990. 

 X By the end of 2014, conflicts had 
forced almost 60 million people 
to abandon their homes.

Key facts
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How did we get on with the MDGs? Plenty of good news! 

Target achieved! 
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TARGET 1.C
Halve, between 1990 and 2015, the proportion of people who suffer from hunger

Progress on ending hunger has been 
significant despite the challenging global 
environment 

Number and proportion of undernourished people
in the developing regions, from 1990¬1992 to 2014¬2016
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Current estimates suggest that about 795 million people 
are undernourished globally. This means that nearly 
one in nine individuals do not have enough to eat. The 
vast majority of them (780 million people) live in the 
developing regions. However, projections indicate a 
drop of almost half in the proportion of undernourished 
people in the developing regions, from 23.3 per cent in 
1990–1992 to 12.9 per cent in 2014–2016. This is very 
close to the MDG hunger target. Rapid progress during 
the 1990s was followed by a slower decline in hunger 
in the first five years of the new millennium and then a 
rebound starting around 2008. The projections for the 
most recent period mark a new phase of slower progress. 

Progress in reducing hunger has been significant despite 
the challenging global environment over the last decade. 
Obstacles have included volatile commodity prices, 
higher food and energy prices, rising unemployment 
and economic recessions in the late 1990s and in 
2008/2009. Frequent extreme weather events and 
natural disasters have also taken a considerable toll on 
lives and livelihoods, and eventually on progress towards 
global food security. In a growing number of countries, 
political instability and civil strife have aggravated the 
effects of natural disasters, resulting in numerous and 
significant humanitarian crises. These developments 
have slowed progress in reducing food insecurity in 
some of the most vulnerable countries and regions of the 
world.
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most recent period mark a new phase of slower progress. 

Progress in reducing hunger has been significant despite 
the challenging global environment over the last decade. 
Obstacles have included volatile commodity prices, 
higher food and energy prices, rising unemployment 
and economic recessions in the late 1990s and in 
2008/2009. Frequent extreme weather events and 
natural disasters have also taken a considerable toll on 
lives and livelihoods, and eventually on progress towards 
global food security. In a growing number of countries, 
political instability and civil strife have aggravated the 
effects of natural disasters, resulting in numerous and 
significant humanitarian crises. These developments 
have slowed progress in reducing food insecurity in 
some of the most vulnerable countries and regions of the 
world.

Target achieved! 
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Goal 1
Eradicate 
extreme 
poverty and 
hunger

TARGET 1.A
Halve, between 1990 and 2015, the proportion of people 
whose income is less than $1 a day

The extreme poverty rate has dropped 
significantly in most developing regions

66%

57

Proportion of people living on less than $1.25 a day, 1990, 2011
and 2015 (percentage)

Note: Sufficient country data are not available for Oceania. 
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 X More than 1 billion people have 
been lifted out of extreme 
poverty since 1990.

 X Despite progress, almost half 
of the world’s employed people 
work in vulnerable conditions.

 X The proportion of 
undernourished people in the 
developing regions has fallen by 
almost half since 1990. 

 X One in seven children worldwide 
are underweight, down from one 
in four in 1990. 

 X By the end of 2014, conflicts had 
forced almost 60 million people 
to abandon their homes.

Key facts
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TARGET 1.C
Halve, between 1990 and 2015, the proportion of people who suffer from hunger

Progress on ending hunger has been 
significant despite the challenging global 
environment 

Number and proportion of undernourished people
in the developing regions, from 1990¬1992 to 2014¬2016
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Current estimates suggest that about 795 million people 
are undernourished globally. This means that nearly 
one in nine individuals do not have enough to eat. The 
vast majority of them (780 million people) live in the 
developing regions. However, projections indicate a 
drop of almost half in the proportion of undernourished 
people in the developing regions, from 23.3 per cent in 
1990–1992 to 12.9 per cent in 2014–2016. This is very 
close to the MDG hunger target. Rapid progress during 
the 1990s was followed by a slower decline in hunger 
in the first five years of the new millennium and then a 
rebound starting around 2008. The projections for the 
most recent period mark a new phase of slower progress. 

Progress in reducing hunger has been significant despite 
the challenging global environment over the last decade. 
Obstacles have included volatile commodity prices, 
higher food and energy prices, rising unemployment 
and economic recessions in the late 1990s and in 
2008/2009. Frequent extreme weather events and 
natural disasters have also taken a considerable toll on 
lives and livelihoods, and eventually on progress towards 
global food security. In a growing number of countries, 
political instability and civil strife have aggravated the 
effects of natural disasters, resulting in numerous and 
significant humanitarian crises. These developments 
have slowed progress in reducing food insecurity in 
some of the most vulnerable countries and regions of the 
world.
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Progress in reducing hunger has been significant despite 
the challenging global environment over the last decade. 
Obstacles have included volatile commodity prices, 
higher food and energy prices, rising unemployment 
and economic recessions in the late 1990s and in 
2008/2009. Frequent extreme weather events and 
natural disasters have also taken a considerable toll on 
lives and livelihoods, and eventually on progress towards 
global food security. In a growing number of countries, 
political instability and civil strife have aggravated the 
effects of natural disasters, resulting in numerous and 
significant humanitarian crises. These developments 
have slowed progress in reducing food insecurity in 
some of the most vulnerable countries and regions of the 
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Target achieved! 

Partially achieved!  
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Goal 2
Achieve 
universal 
primary 
education

TARGET 2.A
Ensure that, by 2015, children everywhere, boys and 
girls alike, will be able to complete a full course of 
primary schooling

Across the world, tremendous progress  
has been made since 2000 in enrolling children  
in primary school 

Adjusted net enrolment rate* in primary education, 
1990, 2000 and 2015 (percentage)  
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* Adjusted net enrolment rate is defined as the number of pupils of the official age 
for primary education enrolled either in primary or secondary school, expressed as 
a percentage of the total population in that age group.

Note: 2000 figure for Oceania is not available.   
           1990 figure for Caucasus and Central Asia is not available. 

 X The primary school net 
enrolment rate in the developing 
regions has reached an estimated 
91 per cent in 2015, up from 83 
per cent in 2000. 

 X The number of out-of-school 
children of primary school age 
worldwide has fallen by almost 
half, to an estimated 57 million in 
2015, from 100 million in 2000. 

 X Between 1990 and 2012, the 
number of children enrolled in 
primary school in sub-Saharan 
Africa more than doubled, from 
62 to 149 million. 

 X In the developing regions, 
children in the poorest 
households are four times as 
likely to be out of school as those 
in the richest households.

 X The literacy rate among youth 
aged 15 to 24 has increased 
globally from 83 per cent to 91 
per cent between 1990 and 2015.

Key facts
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Key facts

Partially achieved!  
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Goal 3
Promote 
gender 
equality and 
empower 
women 

TARGET 3.A
Eliminate gender disparity in primary and secondary 
education, preferably by 2005, and in all levels of 
education no later than 2015 

A majority of regions have reached gender parity 
in primary education, but disparities persist at 
higher levels 

0.4 0.6 0.8 1.2 1.41.0

Gender parity index* for gross enrolment ratios in primary, 
secondary and tertiary education in developing regions, 
1990, 2000 and 2015
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2015 Target = Gender parity index between 0.97 and 1.03

* The gender parity index is defined as the ratio of the female gross enrolment ratio to 
 the male gross enrolment ratio for each level of education. 

Notes: Data for 2015 are projections. Data for 1990 for the Caucasus and Central Asia 
refer to 1993. Projections for 2015 for primary and tertiary education in Oceania are
not available. For primary education, 2012 data are used.

 X About two thirds of countries 
in the developing regions have 
achieved gender parity in primary 
education.

 X Globally, about three quarters 
of working-age men participate 
in the labour force, compared to 
half of working-age women. 

 X Today, women make up 41 per 
cent of paid workers outside of 
agriculture, an increase from 35 
per cent in 1990.

 X The average proportion of 
women in parliament has nearly 
doubled over the past 20 years, 
but still only one in five members 
are women.

Key facts
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Achieve 
universal 
primary 
education

TARGET 2.A
Ensure that, by 2015, children everywhere, boys and 
girls alike, will be able to complete a full course of 
primary schooling

Across the world, tremendous progress  
has been made since 2000 in enrolling children  
in primary school 

Adjusted net enrolment rate* in primary education, 
1990, 2000 and 2015 (percentage)  
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* Adjusted net enrolment rate is defined as the number of pupils of the official age 
for primary education enrolled either in primary or secondary school, expressed as 
a percentage of the total population in that age group.

Note: 2000 figure for Oceania is not available.   
           1990 figure for Caucasus and Central Asia is not available. 

 X The primary school net 
enrolment rate in the developing 
regions has reached an estimated 
91 per cent in 2015, up from 83 
per cent in 2000. 

 X The number of out-of-school 
children of primary school age 
worldwide has fallen by almost 
half, to an estimated 57 million in 
2015, from 100 million in 2000. 

 X Between 1990 and 2012, the 
number of children enrolled in 
primary school in sub-Saharan 
Africa more than doubled, from 
62 to 149 million. 

 X In the developing regions, 
children in the poorest 
households are four times as 
likely to be out of school as those 
in the richest households.

 X The literacy rate among youth 
aged 15 to 24 has increased 
globally from 83 per cent to 91 
per cent between 1990 and 2015.

Key facts
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not available. For primary education, 2012 data are used.

 X About two thirds of countries 
in the developing regions have 
achieved gender parity in primary 
education.

 X Globally, about three quarters 
of working-age men participate 
in the labour force, compared to 
half of working-age women. 

 X Today, women make up 41 per 
cent of paid workers outside of 
agriculture, an increase from 35 
per cent in 1990.

 X The average proportion of 
women in parliament has nearly 
doubled over the past 20 years, 
but still only one in five members 
are women.
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TARGET 2.A
Ensure that, by 2015, children everywhere, boys and 
girls alike, will be able to complete a full course of 
primary schooling

Across the world, tremendous progress  
has been made since 2000 in enrolling children  
in primary school 

Adjusted net enrolment rate* in primary education, 
1990, 2000 and 2015 (percentage)  
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for primary education enrolled either in primary or secondary school, expressed as 
a percentage of the total population in that age group.

Note: 2000 figure for Oceania is not available.   
           1990 figure for Caucasus and Central Asia is not available. 

 X The primary school net 
enrolment rate in the developing 
regions has reached an estimated 
91 per cent in 2015, up from 83 
per cent in 2000. 

 X The number of out-of-school 
children of primary school age 
worldwide has fallen by almost 
half, to an estimated 57 million in 
2015, from 100 million in 2000. 

 X Between 1990 and 2012, the 
number of children enrolled in 
primary school in sub-Saharan 
Africa more than doubled, from 
62 to 149 million. 

 X In the developing regions, 
children in the poorest 
households are four times as 
likely to be out of school as those 
in the richest households.

 X The literacy rate among youth 
aged 15 to 24 has increased 
globally from 83 per cent to 91 
per cent between 1990 and 2015.
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Key facts

Partially achieved!  Partially achieved!  
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Goal 4
Reduce child 
mortality

TARGET 4.A
Reduce by two thirds, between 1990 and 2015, 
the under-five mortality rate

Substantial progress in reducing child mortality 
has been made, but more children can be saved 
from death due to preventable causes

 X The global under-five mortality 
rate has declined by more than 
half, dropping from 90 to 43 
deaths per 1,000 live births 
between 1990 and 2015.

 X The rate of reduction in under-
five mortality has more than 
tripled globally since the early 
1990s.

 X Measles vaccination helped 
prevent nearly 15.6 million deaths 
between 2000 and 2013.

 X About 84 per cent of children 
worldwide received at least one 
dose of measles-containing 
vaccine in 2013.

 X Every day in 2015, 16,000 
children under five continue to 
die, mostly from preventable 
causes. Child survival must 
remain the focus of the post-2015 
development agenda.

Key facts

Under-five mortality rate, 1990 and 2015 
(deaths per 1,000 live births)
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Note: Percentage change calculations are based on unrounded numbers. 
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Goal 5
Improve 
maternal 
health

TARGET 5.A
Reduce by three quarters, between 1990 and 2015, the 
maternal mortality ratio

Southern Asia and Eastern Asia have made the 
greatest progress in reducing maternal mortality

Maternal mortality ratio, 1990, 2000 and 2013 
(maternal deaths per 100,000 live births, women aged 15¬49)
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 X Since 1990, the maternal 
mortality ratio has been cut 
nearly in half, and most of the 
reduction has occurred since 
2000.

 X More than 71 per cent of births 
were assisted by skilled health 
personnel globally in 2014, an 
increase from 59 per cent in 
1990.

 X In the developing regions, only  
56 per cent of births in rural 
areas are attended by skilled 
health personnel, compared with 
87 per cent in urban areas.

 X Only half of pregnant women in 
the developing regions receive 
the recommended minimum of 
four antenatal care visits. 

 X Just 51 per cent of countries have 
data on maternal cause of death.

Key facts

38 | The Millennium Development Goals Report 2015

Goal 5
Improve 
maternal 
health

TARGET 5.A
Reduce by three quarters, between 1990 and 2015, the 
maternal mortality ratio

Southern Asia and Eastern Asia have made the 
greatest progress in reducing maternal mortality

Maternal mortality ratio, 1990, 2000 and 2013 
(maternal deaths per 100,000 live births, women aged 15¬49)

0 200 400 600 800 1000

1990 2000 2013

Percentage change between 1990 and 2013 (based on unrounded numbers)

2015 target

Sub-Saharan Africa

49%
990

830
510

Southern Asia

64%
190

360
530

Oceania

51%
190

290
390

Caribbean

36%
190

230
300

South-Eastern Asia

57%
140

220
320

Latin America

40%
77
98

130

Western Asia

43%
74

97
130

Northern Africa

57%
69

110
160

Caucasus and Central Asia

44%
39

65
70

Eastern Asia

65%
33

63
95

Developed regions

37%
16
17
26

Developing regions

46%
230

370
430

World

45%
210

330
380

 X Since 1990, the maternal 
mortality ratio has been cut 
nearly in half, and most of the 
reduction has occurred since 
2000.

 X More than 71 per cent of births 
were assisted by skilled health 
personnel globally in 2014, an 
increase from 59 per cent in 
1990.

 X In the developing regions, only  
56 per cent of births in rural 
areas are attended by skilled 
health personnel, compared with 
87 per cent in urban areas.

 X Only half of pregnant women in 
the developing regions receive 
the recommended minimum of 
four antenatal care visits. 

 X Just 51 per cent of countries have 
data on maternal cause of death.

Key facts

Partially achieved!  
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reduction has occurred since 
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were assisted by skilled health 
personnel globally in 2014, an 
increase from 59 per cent in 
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 X In the developing regions, only  
56 per cent of births in rural 
areas are attended by skilled 
health personnel, compared with 
87 per cent in urban areas.

 X Only half of pregnant women in 
the developing regions receive 
the recommended minimum of 
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 X Just 51 per cent of countries have 
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reduction has occurred since 
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 X More than 71 per cent of births 
were assisted by skilled health 
personnel globally in 2014, an 
increase from 59 per cent in 
1990.

 X In the developing regions, only  
56 per cent of births in rural 
areas are attended by skilled 
health personnel, compared with 
87 per cent in urban areas.

 X Only half of pregnant women in 
the developing regions receive 
the recommended minimum of 
four antenatal care visits. 

 X Just 51 per cent of countries have 
data on maternal cause of death.

Key facts

Partially achieved!  Partially achieved!  



 
 

Tutorial questions for next week on course website.  
 

See you next week! 


