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When we measure
inequality and poverty in
the world, we will know the
facts about them

The gender overall earnings gap is a
synthetic indicator. It measures the impact
of the three combined factors, namely: (1)
the average hourly earnings, (2) the
monthly average of the number of hours
paid (before any adjustment for part-time
work) and (3) the employment rate, on the
average earnings of all women of working
age - whether employed or not employed compared to men.

Lecture topics
1. Choosing units for inequality and poverty measurement: households vs
territorities
2. Within country inequality comparisons
3. Famous charts about inequality: Elephant Chart and Great Gatsby Chart
4. Charts showing trends in extreme poverty in the world
5. Other charts, e.g. income mobility, in-work poverty
6. Summary
7. Required readings
8. Appendix with even more charts about inequality and poverty in
international context

Choosing of the unit for measurement to determine inequality and poverty levels

Units measured for
determinig inequality
and poverty

UNIT: INDIVIDUAL,
HOUSEHOLD
COMPARING INDIVIDUALS OR HOUSEHOLDS to
determine how unequal they are and how much poverty
is within them e.g. income of household A is compared to
income of household B etc. The main question is how
much inequality and poverty is in the set of households.
Every individual lives in some territory: inequality and
poverty within territory. Example: rich people and poor
people living in the same territory

UNIT: TERRITORY

COMPARING TERRITORIAL UNITS to determine how
unequal they are and how much poverty is within them
e.g. income of country A is compared to income of
country B etc. The main question is how much inequality
and poverty is in the set of regions, countries etc.
territory is an individual: inequality and poverty
between territories. Example: rich countries and poor
countries in terms of GDP per capita

Empirical focus on inequality and poverty: several territorial
categories of micro and macro units
HOUSEHOLDS OR INDIVIDUALS AS UNITS (MICRO UNITS)
on the country and beyond country territorial level
1. WITHIN-COUNTRY INEQUALITY AND POVERTY, e.g. Gini
for Portugal, Poland etc. in year t, or in years t1, t2, t3…
etc. We can averaging indicators to see multi-country
trends e.g. averaging within-country Gini for European
countries
a) One country non-comparative focus
b) Multi-country comparative focus

2. WITHIN-REGION OR GLOBAL INEQUALITY AND POVERTY,
i.e. putting together all households for multi-countries
region (all-countries region means global) and measuring
inequality and poverty for defined multi-country region
e.g. poverty in the EU (all households in EU ordered from
the poorest to the richest and poverty line as 60% of the
median income vs separate procedure for every country,
poverty rate in PL, DE, FR etc.)

COUNTRIES AS UNITS
between-country inequality and poverty i.e.
country is treated the same as one micro unit
e.g. Poland’s income, Portugal’s income, Italy’s
income, Germany’s income etc. and measuring
Gini and poverty rate for these countries’
incomes. Between-country poverty requires
between-country poverty line

Examples of regional approach in Europe i.e. if the EU
were seen as a single state

Inequality trends (within-country)

Within-country inequality and poverty non comparative focus: USA

Comparison of selected countries within-country inequalities: evolution of inequality measured as
top 1% share of total income

U-shaped
L-shaped

Poverty and Shared Prosperity 2016: Taking on Inequality,
World Bank

Within-country inequality with comparative focus: Gini for 101 countries with
average, 2013
The red line shows the unweighted average Gini index in 2013. „+” = increase in
the Gini > 1 Gini point, 2008-13. „-” = decline in the Gini > 1 Gini point. „.” =
change in the Gini within 1 Gini point

Poverty and Shared Prosperity 2016: Taking on Inequality, World Bank

Change in Gini by country 2000-2015

https://www.brookings.edu/blog/future-development/2019/05/28/is-inequality-really-on-the-rise/

All three charts
with Ginis show
that in some
countries
inequality
increasead but in
other decresaed

BUT If you use different inequality measure you get different (opposite) results

Absolute, relative
and intermediate
indices of income
inequality

https://twitter.com/sto
ne_lis/status/1003998
576018640896

Comparing relative and absolute Gini for many countries 1990 and 2015 and the result is different
Absolute Gini

Relative Gini

INEQUALITY DECREASED IN
MORE COUNTRIES

https://www.huzaifazoom.com/gini/embed/

INEQUALITY INCREASED IN
MORE COUNTRIES

35, 39, 9… number of countries with
+ increase
- decrease

How inequality of wealth
and inequality of income
changed between 1990 and
2020

Two famous charts about inequality in income
growth and the inequality-mobility relationship

The Elephant chart

Winners and losers of globalization:
original Elephant Chart

Some qualifications: „both those saying globalisation automatically benefits everyone and those
saying that developed world middle classes have seen no income growth are wrong. Perhaps most
crucially, where individual countries lie in between those extreme positions is to a significant degree
down to policy choices.”

• The Trunk: The global elite, in particular the top 1
percent, have enjoyed massive income growth over
the past decades. Their high income growth, coupled
with a high initial share of income, implies that they
continue to capture a large share of global income
growth.
• The Trough: The global upper middle class,
interpreted as the rich world’s middle classes in
1988, has seen its income stagnate. This appears to
corroborate other data showing stagnant real wage
growth and other frustrations fueling populist politics
in advanced economies.
• The Torso: The global middle class has risen rapidly
as select developing countries converge toward rich
countries. Countries like China have lifted large
impoverished populations into the middle class. This
can be seen in the graph’s peak at the elephant’s
torso.
• The Tail: The global extreme poor have largely been
left behind, with several countries stuck in a cycle of
poverty and violence. This can be seen in the
elephant’s slumped tail.
Source

World Inequality Report 2022

Updates for the chart with more optimistic results
Interpretation related to the tail part
…there is limited evidence that the
global poor have been seriously left
behind… incomes at the bottom of the
global distribution grew at least 40
percent over 20 years.
Explanation
The slumped tail on the original elephant
appears to be largely an artifact of a shift
in the sample of countries used in the
original chart between the initial and final
year.
Optimism
we remain optimistic that the world is a better place for more
and more people, and that the real global story is now one of
improvement in global income distribution; between-country
and within-country convergence both appear to be
widespread in the global economy
Homi Kharas, Brina Seidel New insights into the distribution of world income, The Brookings Institution

Elephant Chart for 2008-2013 period has shape even less similar to the original elephant

https://twitter.com/BrankoMilan/status/1279625051050893312

The Great Gatsby chart
Major themes of the Fitzgerald’s book

This Gilded Age (“Roaring 20s” in the US) is found in the Great
Gatsby (1925, F. Scott Fitzgerald) in 5 major themes throughout
the book: wealth, corruption, lies, separation between rich and
poor, and the gender inequality

Mobility and inequality negative correlation: Great Gatsby Curve

The higher inequality
the lower earnings
intergenerational
mobility (IEE is an
inverse measure of
mobility, measuring
persistence of income
across generations)

The Great Gatsby Curve has had
political traction in the US, because
it has been interpreted as
suggesting that high
inequality of outcomes is not, in the
American experience, offset by
higher equality of opportunity or…
upward mobility. The curve
suggests that beliefs in the
evitability of this tradeoff are
illusory.
http://www.nber.org/chapters/c13915.pdf

About the name of the chart see: Miles Corak, How
The Great Gatsby Curve got its name

What is intergenerational earnings elasticity? „Take, for example, a
country with an intergenerational earnings elasticity of 0.20. This
means that if an individual in that country earns $10,000 less income
than the average, 20 per cent of that difference (or, $2,000) will be
passed on to the individual’s children. In other words, the children will
earn $2,000 less than the average”
Yonatan Berman, Understanding the Mechanical Relationship between Inequality and Intergenerational
Mobility, 2016

Great Gatsby curve for the world

IGM – intergenerational
mobility

Fair Progress? Economic Mobility across Generations around the World, World Bank 2018

Extreme poverty in data

Number of people living in extreme poverty and China case (1990-2013)

Animated version: The 2017 Atlas of Sustainable Development Goals: a new visual guide to data and development. The World Bank

Population below
1.90$ 1990-2018 by
groups of countries

Global absolute poverty trends with different poverty lines

Poverty and Shared Prosperity 2016:
Taking on Inequality, World Bank

Max Roser and Esteban Ortiz-Ospina (2018) - "Global Extreme Poverty".
Published online at OurWorldInData.org.

But what if the poverty threshold is set at 30$?
The world as 100 people

The controversy about poverty rate
charts in long periods

Global poverty trends vs people pessimism

Max Roser and Esteban Ortiz-Ospina (2018) - "Global Extreme Poverty".
Published online at OurWorldInData.org.

Broader picture

Other interesting empirical findings

Not all inequality
is unfair, but how
much inequality
is unfair?

Wealth and income inequality

Income mobility in the US
The idea of mobility in questionaire to
elicit perceived mobility

Mobility animation based on real data

Mobility
between two
generations

Alberto Alesina, Stefanie Stantcheva, Edoardo Teso. 2018. “Intergenerational
Mobility and Support for Redistribution” American Economic Review, slides

Excelent animated charts about
mobility in the US

Social and economic mobility

Measuring absolute mobility: fraction of
children who have a higher standard of living
than their parents

The American Dream, Quantified at Last, 2016

https://twitter.com/bermanjoe/status/971051862412746752

Ray Chetty et al. The Fading American Dream: Trends in Absolute Income
Mobility Since 1940, 2016

In-work poverty or working poor: employed people in
households below poverty line

Is employment a
guarantee against
poverty? No

Working poor, relative poverty rate (in %, OECD data, last available year, 2017)
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Data: http://www.oecd.org/social/soc/IDD-Key-Indicators.xlsx

Child and elderly poverty rates: comparison for OECD countries

The lower the elderly
poverty relative to child
poverty the higher the
ratio is e.g. 10% child
poverty to 2% elderly
poverty equals 500%
ratio. If the ratio is
below 100% it means
that child poverty rate is
less than elderly poverty
rate

Intergenerational Justice in Aging Societies

Poverty rates for elderly by gender
in OECD countries

http://www.cesifo-group.de/DocDL/dice-report-2015-2-haitz-poverty-june.pdf

What we have learnt? Summary
1.

There are different sorts of units in measurement of inequality and poverty: 1) individuals and households in a
given territory, 2) territories like countries, multi-country regions or whole planets
2. We have data about inequality and poverty within territories and between territories. Our focus is on the first set
of data
3. After measurement we have a lot of inequality and poverty indicators related to single countries. This creates
possibility to make many comparisons in space and time between countries
4. One result of these comparisons in long periods are different shapes of inequality trends, e.g. U-shaped in
Angolsaxon countries, L-shape in Continental Europe countries, /-shape in developing countries
5. Another result is that according relative measures of inequality decreasing and increasing trends in world
countries are balanced, but according to absolute measures there is an increase in inequality in majority of
countries in the world
6. The Elephant Chart is about real income growth breaking down by percentiles of world income distribution in the
age of globalization (1988-2008). It shows stagnation of incomes of the very poor in Sub-Saharan Africa, rise of the
middle class in China and India, stagnation of income growth in Western Europe and faster rise for the top
incomes. Inequality decreased between the bottom and the middle of the global income distribution, and
increased between the middle and the top
7. The Great Gatsby Chart is about the relationship between social immobility measured by IEE and inequality
measured by Gini coefficient. Inequality is not a necessary part for the country to be a land of opportunity (see
American Dream in Denmark)
8. There was a huge progress in reduction of absolute poverty in the world from 90ties, but majority in societies is
convinced that it was the opposite
9. Unfair inequality is smaller part of inequality
10. Wealth is more unequally distributed than income
11. In-work poverty is a real issue, so having a job is not a guarantee to be free from poverty

Required readings
• Reading 1: Income Inequality by Max Roser and Esteban Ortiz-Ospina
• Reading 2: Economic growth in the US: A tale of two countries by
Thomas Piketty, Emmanuel Saez, Gabriel Zucman

• Reading 3: Extreme poverty around the world today from Global
Extreme Poverty by Max Roser and Esteban Ortiz-Ospina

Appendix

Within-country inequality non
comparative focus: Portugal

Within-country inequality non
comparative focus: France

Comparison of the
USA and several
rich countries:
evolution of
inequality
measured as top
1% share of total
income

Measuring changes of within-country inequality with comparative focus: changes in Gini index
with salience criterion

Anthony B. Atkinson, Inequality: What Can Be Done?, 2015

Poverty and inequality correlation

The higher the inequality
measured as gross income
going to top 1% the higher
the poverty rate

A.B. Atkinson, Inequality What Can Be Done?, 2015

Distribution of world population by income decile (2013)

T. Hellebrandt, P. Mauro, The Future of Worldwide Income Distribution, 2015

World income inequality
evolution: top 1% share vs
bottom 50% share of
world population 19802016

Red line – share of
top 1% in pre-tax
world national
income
Blue line – share of
bottom 50%

Income inequality, World, 1980-2016
World Inequality Database

The global
picture:
inequality
downward
evolution

Imapct of within-country inequality and between-country inequality on
global inequality, 1988–2013
For policy purposes it is useful to be able to decompose these
sources of inequality [within and between]: if most inequality
is due to disparities across regions, for instance, then the
focus of policy may need to be on regional economic
development, with special attention to helping the poorer
regions.
Inequality Measures

Explanations to the chart
For each country, household income or consumption per
capita is obtained from household surveys and expressed in
2011 PPP exchange rates. Each country distribution is
represented by 10 decile groups.
• The line (measured on the right axis) shows the level of
the global Gini index.
• The height of the bars indicates the level of global
inequality as measured by GE(0) (the mean log deviation).
• The red bars show the corresponding level of populationweighted inequality within countries.
• The yellow bars: the level of between-country inequality,
which captures differences in average income across
countries.
• The numbers in the bars refer to the relative contributions
(in percent) of these two sources to total global
inequality.
Poverty and Shared Prosperity 2016: Taking on Inequality, World Bank

At risk of poverty threshold is 60% of the median equalised
household income

Tim Goedeme et al. What Does It Mean To Live on the Poverty
Threshold? Lessons From Reference Budgets, 2017

Different poverty lines and global poverty distribution: another optimistic
message
The global poverty rate has been going down in recent years, and this is true
independently of whether we set the poverty line at 1.90 or 10 dollars per day.

Extreme poverty is falling: How is poverty
changing for higher poverty lines? Our
World in Data

Extremely poor and bottom 40% in the developing world
Distribution of the extreme poor, nonpoor bottom 40 percent, and neither poor
nor bottom 40 percent based on data
from 2010.
• The area of the figure represents the
total population of the developing
world (5.9 billion people).
• Horizontal axis: countries are listed
along the horizontal axis in descending
order from the highest extreme
poverty rate on the left to the lowest
on the right
• Vertical axis: a vertical bar represents
each individual developing country
used in this sample, with the width of
the bar corresponding to the country's
population, so, for example, India and
China have the widest bars.
• The red group: The extremely poor (those who earn less than $1.25 per day)… in some countries (to the left) this population is much larger
than 40 percent and in other countries (to the right) this population is much smaller than 40 percent.
• The bottom 40 percenters: The bottom 40 percent of income earners in each developing country, which can include both extremely poor
individuals and those who are not extremely poor (below dotted line)
The blue group: These are individuals who are not extremely poor (earn more than $1.25 per day) but fall within the bottom 40 percent
• The green group: This group encompasses the top 60 percent of income earners in each developing country who are not extremely poor. This
does not include the individuals who belong to the top 60 percent of the income distribution but who are also extremely poor

Kathleen Beegle et al. Ending
Extreme Poverty and Promoting
Shared Prosperity: Could There
Be Trade-o!s Between These Two
Goals?, Inequality in Focus, 2014

Extremely poor and the bottom 40% in the whole world
Distribution of the extreme poor, nonpoor bottom 40 percent, and neither poor
nor bottom 40 percent based on data
from 2013.
• The area of the figure represents the
total population of the world (over 7
billion people).
• Horizontal axis: countries are listed
along the horizontal axis in descending
order from the highest extreme
poverty rate on the left to the lowest
on the right
• Vertical axis: a vertical bar represents
each individual country used, with the
width of the bar corresponding to the
country's population, so, for example,
India and China have the widest bars.

Poverty and Shared Prosperity 2016: Taking on
Inequality, World Bank

Bottom 40% in different countries

Poverty and Shared Prosperity 2016: Taking on
Inequality, World Bank

The size of the middle class and other income tiers varies
across the U.S. and countries in Western Europe
% of adult population in each income tier, 2010

http://www.pewglobal.org/interactives/european-middle-class-calculator/

