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Synthesis and Policy Implications

Carlos Gradín, Murray Leibbrandt, and Finn Tarp

1 Introduction

We began this volume by drawing out of the prevailing body of work a strong 
weight of evidence and analysis stressing that inequality is a key development 
challenge. It holds implications for economic growth and redistribution and 
translates into power asymmetries that can endanger democratization and 
human rights, create conflict, and embed social exclusion and chronic poverty. 
Inequalities of income and wealth and inequality in access to basic services 
undermine social cohesion and economic progress.

From this point of departure, the specialist contributors to this book proceeded 
to bring together an analysis of global inequalities and a new and comprehensive 
view of the trends and drivers of inequality in five of the world’s largest developing 
countries—Brazil, China, India, Mexico, and South Africa—jointly accounting 
for more than 40 per cent of the world’s population. Perspectives on global 
in equal ity set the scene for the syntheses of the five case studies that, in turn, 
build on a large set of background papers prepared under UNU-WIDER’s 
Inequality in the Giants project. Following the case studies, the discussion of 
in equal ity is brought back into a broader developmental context. Throughout, the 
contributions gave explicit attention to the data and measurement choices that 
undergirded their analyses of the forces and drivers of these measured levels and 
trends in inequality. Now we consolidate and synthesize all of this detailed work 
and then conclude by briefly outlining the main implications for policy.

2 New Perspectives on Global Inequalities

The analysis of global inequality, ignoring national boundaries and treating the 
world as one country (or one global village), is a complex task, as was made clear 
by all three chapters in Part II. Assessing whether inequality has declined or 
increased will depend on value judgements. Relative global inequality declined 
over recent decades, according to many inequality indices. This decline was 
mainly driven by the large income growth rates experienced by the global poor 

Carlos Gradín, Murray Leibbrandt, and Finn Tarp, Synthesis and Policy Implications In: Inequality in the Developing World. 
Edited by: Carlos Gradín, Murray Leibbrandt, and Finn Tarp, Oxford University Press (2021). © United Nations University 
World Institute for Development Economics Research (UNU-WIDER). DOI: 10.1093/oso/9780198863960.003.0013



322 Synthesis and Policy Implications

and middle-income groups. These unprecedented growth rates mostly reflect the 
fact that emerging economies, containing large shares of the world’s population, 
have been growing faster than the industrialized world. Therefore, declining 
in equal ity between countries constituted by far the main component of declining 
global inequality.

This being true, Martin Ravallion points out that additionally there are two 
very important trends in these same global datasets. First, they show a stagnation 
in incomes of the global very poor, with this floor of the global income distribu-
tion therefore showing a declining income share. Second, in the other tail of the 
income distribution, there have been above average growth rates of top-end 
incomes, leading to increasing concentration of income at the top of the income 
distribution. Given these two trends, any analyst with special sensitivity to changes 
at these two ends of the income distribution can reasonably claim that global 
inequality increased rather than fell, with support from well-known in equal ity 
measures that are built on exactly these value judgements. The same riding trend 
is measured for people thinking of inequality in absolute rather than relative 
terms. This is because the proportionately large increases of incomes among the 
global poor and middle classes are still modest, when measured in dollar terms, if 
compared with the more substantial gains of the global rich. In addition, people 
with more nationalistic views, giving more weight to within-country inequality 
than to inequalities between countries, could make similar claims.

This discussion makes clear how important it is to clearly identify the set of value 
judgements under which each analysis assesses specific trends in global inequality. 
Such transparency makes clearer how it is possible that such an im port ant debate 
has been characterized by influential groups loudly starting out from an orthogonal 
set of stylized facts about what has happened to global in equal ity. This surfaces at 
the broadest level, with one of the recurring lessons from the volume: measures do 
not speak for themselves. The assessment of in equal ity and the framing of policies 
to overcome inequality require understanding of the processes driving the levels 
and changes in measured inequality.

The relationships between income and wealth lie at the heart of many of the 
debates on the processes of inequality generation and persistence. James Davies 
and Anthony Shorrocks contributed to this debate in the context of global 
in equal ity by measuring in a consistent framework the levels and trends in the 
global income and wealth inequality. Using the between-country and within-
country frameworks, they show that the trends in both cases are dominated by 
the decline in inequalities between countries, the main component of global 
in equal ity, with relatively small changes in within-country inequality not being 
enough to revert that trend. They go on to question whether this trend is sustain-
able over time, given that future growth in a few populous, now emerging econ-
omies will push inequality between countries upward in the future as they 
become richer.
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Changing the focus to building a picture of global inequality from the bottom 
up, Daniele Checchi, Andrej Cupak, and Teresa Munzi emphasized for us all that 
useful measurement of global inequalities has to be built on good comparable 
data across countries. They went much further to show that such harmonization 
of income and socioeconomic characteristics is not straightforward and raises 
many challenges, especially in developing countries. They discussed the solutions 
implemented in the context of the Luxembourg Income Study, originally collect-
ing information from mainly rich countries but recently expanded to incorporate 
middle-income countries, and used the resulting data to discuss the trends across 
the developing giants (and Russia).

The era of strong economic growth and substantial lowering of poverty that 
the world has seen during the past decades is unambiguously encouraging. At 
the same time, in many country contexts, the associated changes in well-being 
have not been unambiguously good, or have not been nearly as good as they 
should have been. It was Francois Bourguignon who first made it clear that one 
needs to understand inequality to understand why this is the case, when he put 
forward his ‘iron poverty-growth-inequality triangle’ (Bourguignon  2004). 
The same processes that have driven rising average incomes and falling pov-
erty rates within countries have led to increasing inequality in many of these 
countries.

3 Inequality in Five Developing Giants: Common Patterns?

The case studies in the volume further substantiate this point by making it clear 
that relative inequality trends over the past years have shown heterogeneous 
 patterns across countries and regions, although in a context of predominantly 
increasing or stagnating inequality in many countries, including the most popu-
lous. Understanding the driving factors of inequalities is essential in all country 
contexts to identify and fully understand these trends and their progress, or the 
lack thereof, in making growth inclusive. This is a difficult task due to both data 
and analytical challenges. While most developing countries have developed a 
consolidated set of household surveys over time, these data also present many 
comparability issues both over time within a country and across countries. In 
addition, the lack of accurate information for tracking progress of important 
population sub-groups remains a difficulty, particularly at the top or at the bot-
tom of the distribution. Furthermore, income inequality is the result of complex 
processes in which several driving forces may play significant roles and interact 
with each other. The trends in these driving forces need to be measured, too, in 
understanding income inequality. Accordingly, coming better to grips with the 
inequality issue, which is at the core of SDG 10 and its relationship to other 
goals—especially reducing poverty (SDG 1), achieving gender equality (SDG 5), 
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and promoting decent work (SDG 8)—requires an effort to mobilize all available 
data and to combine different complementary approaches.

Part III of the present volume summarizes, as already noted, a larger UNU-
WIDER project that analysed the main determinants of levels and trends in 
income distribution in five developing economies. In this project, we put spe-
cial focus on the role of the labour market, particularly on how the evolution of 
the skills premium shaped the inequality of earnings. Related to these labour 
market dynamics, and adding to them a range of other matters, inequality 
issues were brought to bear in the country studies, such as social mobility, spa-
tial inequalities, and the gender gap. Different country contexts put different 
degrees of emphasis on these ranges of factors in explaining both the inequality 
of market income and the inequality of broader national income inequality. 
Each study also assessed non-market income by evaluating the growing role of 
the public sector in middle-income countries, especially with regard to the 
redistributive effect of taxes and social benefits. This discussion in the volume is 
particularly rich because each of the case countries have been very active and, 
in some cases, innovative in these areas during the past decades. All of this 
work was only possible by making the most, not only of common living condi-
tions and labour force surveys, but also of censuses and different administrative 
and reported data. These include social security, tax records, national accounts, 
housing prices, and lists of richest people.

We proceed to discuss some of the challenges in addressing these data issues 
and how they were dealt with, highlighting the strengths and the limitations of 
using each of these data sources in the context of developing countries. Then, 
with sufficient confidence in the underlying data, we discuss the heterogeneous 
trends seen in the five countries studied, and the main determinants identified.

4 Common Challenges in Measuring Inequality:  
Making the Most of Data

Investigating inequality in developing countries faces a number of challenges. The 
first and most obvious is that there is no specialized inequality survey imple-
mented across countries in the same way as the World Bank Living Standard 
Measurements Surveys (LSMS) with regard to poverty. Consequently, much of 
what we say and know about inequality comes from a variety of income or 
expenditure household surveys that are not fully standardized in methods and 
concepts used across countries or over time, or that in some cases have been 
designed for other purposes. This means that we work with known shortcomings 
for which there are in many cases no clear-cut solutions. While Bourguignon’s 
iron triangle is very helpful in thinking through the links between growth, pov-
erty, and inequality, there are, as carefully argued by Arndt, McKay, and Tarp 
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(2016: chapter 2), several mechanisms which could ‘break’ the triangle. Thus, the 
challenge of assessing inequality trends is by no means a simple deduction 
exercise.

The UNU-WIDER project therefore used several complementary data sources 
and methods: for example, national accounts to analyse falling labour shares in 
Mexico; public accounts to analyse redistribution also in Mexico; a tax-benefit 
microsimulation model to analyse redistribution in Brazil; social security admin-
istrative data to investigate earnings inequality in Brazil; and census and satellite 
data to study spatial inequalities in India. A special case was the emerging issue of 
adjusting top incomes (or expenditures) to known shortcomings in household 
survey data. Our contributing authors addressed this, using personal income tax 
tabulations in Brazil, individual tax records in South Africa, super-rich lists in 
China, and house price public listings in Mumbai (India).

The first issue to worry about when analysing inequality using household sur-
veys is lack of response. Our results show that correcting for zero or missing values 
had virtually no effect on the well-known downward trend in inequality in Brazil 
(Hecksher, Neri, and Silva 2018). In contrast, a similar exercise partially helped to 
explain the inconsistent trends observed in Mexico after 2006 in the different sur-
veys. The declining trend in inequality according to the labour force surveys van-
ishes after the corrections, getting closer to the increasing trend found in income 
and expenditure surveys (Campos-Vazquez and Lustig 2017). High and variable 
levels of non-response are not the only element to consider when assessing 
in equal ity trends. Unclear methodological changes in the design of the South 
African labour force surveys, for example, are likely to be responsible for a sharp 
increase in inequality in this country case after 2012 (Finn and Leibbrandt 2018).

The use of matched employer/employee administrative data in Brazil (Registro 
Anual de Informações Sociais, RAIS) helps to more accurately represent the earn-
ings distribution and worker characteristics at a very detailed level and over a 
long period of time thanks to its nature and the huge amount of observations. 
This is especially useful in identifying the large contribution of firm-specific 
effects to the fall in inequality in Brazil before the last economic recession, and in 
showing that this trend is compatible with an increasing share obtained by very 
rich workers (especially the top 1 and 0.1 per cent). It also helps to analyse the 
gender earnings gap throughout the life cycle for different birth cohorts, identify-
ing the important contribution of differences in occupation, industry and estab-
lishments (Neri, Machado, and Neto 2018). The fact that a large share of the 
Brazilian labour force is informal, with changes in formalization rates over time, 
and thus not represented in the universe of this dataset poses the main limitation 
to its use.

The Mexican case study includes another method of complementing labour force 
surveys; in this case, by combining these surveys with information from national 
accounts on wages, employment, value added, intermediate consumption, and 
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capital stock. These augmented data highlight the falling share of labour in 
national income and identify the lagging productivity of the informal non-tradable 
sector of the economy as the main driving force (Ibarra and Ros 2017).

The country cases emphasize the importance of taxes and social expenditure 
policies in tackling inequality. In analysing the redistributive impacts of taxes and 
benefits, case country authors employed different strategies. The South African 
team studied the effect of reported direct taxes and cash transfers using a national 
household survey, the Living Conditions Survey, matched with administrative tax 
and expenditure data (Maboshe and Woolard 2018). The Mexican team followed 
a more complex approach, imputing in-kind transfers and adjusting for income 
underreporting in income and expenditure surveys using information from pub-
lic accounts (Scott, de la Rosa, and Aranda 2017). The Brazilian team applied a 
tax-benefit microsimulation model (BRAHMS/UPFE) on the expenditure survey 
(Neri, Siqueira, Nogueira, and Osorio  2018). In all cases, these exercises both 
identify the important contributions of public policies deployed in emerging 
countries in shaping the income distribution, and define their limits in compen-
sating the strong forces originating in the labour market.

When it comes to dealing with the impact on inequality of the misrepresenta-
tion/underestimation of the top incomes, once again different teams followed dif-
ferent strategies based on combining household surveys with other sources. In 
Brazil, the team combined household survey (PNAD) data with personal income 
tax tabulations for 2007 and 2015, showing a large impact on the level and trend 
of inequality. Yet, this administrative dataset also shows unrealistic increases in 
income over time, thus making the important point that tax data have their flaws 
as well, and also require careful interrogation (Neri and Hecksher 2018). For 
South Africa, the team combined the fifth wave of the National Income Dynamics 
Survey (NIDS) with individual tax records, showing a surprisingly small impact 
on both the level and the trend of inequality. This could be the result of this wave 
of the survey having corrected for the attrition suffered after the first wave, by 
refreshing the panel with additional affluent households (Hundenborn, Woolard, 
and Jellema 2018). Therefore, the survey estimated the top decile fairly well. 
Nonetheless, the survey did less well in flagging the fact that those at the very top 
of the distribution (1 per cent) had done extremely well through income sources 
not well captured in the survey. In the case of China, due to the lack of tax infor-
mation, the team followed the innovative approach of constructing for this pur-
pose a dataset combining information for 2016 from different lists of super rich 
people (Li, Li, and Wan 2018). This had a large impact on inequality levels in 
2016, thus indicating the extent of under-measurement at the top end in Chinese 
survey data. Unfortunately, the analysis could not estimate the top end trends in 
this way. Such lists were not available in other years. In the case of India, the team 
followed yet another approach: combining the national consumption survey with 
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house price data based on public listings on the online platform Makaan in 
Mumbai (Rongen 2018). Surprisingly, and contrary to previous evidence from 
Egypt (Van der Weide, Lakner, and Ianchovichina 2018), there was no sign of 
underestimation of expenditure inequality in these surveys after the corrections.

Finally, given the great importance of spatial inequalities in India and the lack 
of geographically disaggregated data, the Indian team combined the national NSS 
surveys and information from the census with satellite data (weather and precipi-
tation, forest cover, share of land under cultivation, night-time luminosity) from 
the World Bank’s Spatial Database for South Asia (Mukhopadhyay and Garcés-
Urzainqui 2018). By imputing average per capita expenditure, they estimated 
spatial inequality between villages and blocks, and local inequality within these 
spatial units (as the difference between total and spatial inequality). The main 
result is that the divergence observed for states and districts does not amplify at 
small units. That is, the increase in inequality in urban India is mostly due to ris-
ing inequality within urban blocks.

In summary, the detailed country studies underlying the country synthesis 
chapters reported in Part III of the book show that analysts pursue very different 
strategies in developing countries to make the most of existing data to improve 
and complement available household surveys. These are and will continue to be 
the basis for most analyses of inequality, assuming the global research community 
and its funders do not take an initiative along LSMS lines for poverty, focused 
explicitly on inequality issues and their associated requirements.

5 Inequality Trends and Drivers

The five developing countries in focus in this volume are, or have recently become, 
countries with highly unequal levels of aggregate inequality. Their characteristics 
also include large divides among population groups, such as differences between 
urban and rural areas, between most and least developed regions, by ethnicity or 
race, by gender, etc. They have all undergone large structural economic and polit-
ical changes over the past three decades: the end of apartheid in South Africa; the 
opening up of the Mexican and Indian economies; China’s (incomplete) transi-
tion to a market economy; and the long period during which the Workers’ Party 
ruled Brazil. Typically, these processes accentuated tensions in already existing 
horizontal inequalities. In Brazil, and less so in Mexico, they contributed to 
reducing existing inequalities. Other than China, these developing countries have 
largely depended on the vagaries of the commodities cycle and have, during the 
last decades of strong growth, been able to expand and re-design the public sector 
even if it is still far from comparable to the public sectors in most developed 
economies.
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A number of chapters in the volume make it clear that developing countries do 
not follow a common trend in terms of inequality. Even within the broader land-
scape sketched above, this is also so for the five giants considered here. Several 
heterogeneous patterns emerged from the analysis.

Inequality steadily increased in China until 2008, when the trend seems to 
have reached an inflexion point that only future research can confirm. Inequality 
also increased in India following the structural reforms. The opposite trend, 
however, occurred in Brazil, with a long and unprecedented decline in in equal-
ity since the early 1990s, following the commodities boom and expansion of 
social programmes, until the last economic downturn. South Africa achieved 
only modest progress in the twenty-five years after the end of apartheid in spite 
of applying a wide range of redistributive policies that put an end to institution-
alized racial stratification. Mexico shows long-term persistency, with an N-shaped 
trend with inequality first increasing, then declining, and finally increasing again 
(1989–1994–2006–2014). These trends refer to disposable income (or consump-
tion in India), which by construction ignore important in-kind components of 
final income with an impact on living conditions of the populations that have 
significantly improved in all these countries, such as access to basic services like 
education, health, and water.

The labour market plays the most fundamental role in driving inequality trends 
(up or down) in all cases. This highlights the importance of how markets generate 
primary income in the first place, especially in countries characterized by extreme 
initial inequalities in education and in the access to productive assets (e.g. land) 
and wealth. These inequalities feed into labour markets that are highly segmented 
along a number of dimensions: informal versus formal; rural migrants versus 
urban citizens; and by gender, race, and region.

Consistent across the country studies, the returns to skills (education and 
experience) are a dominant driver of earnings inequality, in a context of expand-
ing education and increasing demand for highly educated workers as the result of 
globalization and technological change. Moreover, there is increasing evidence 
of high concentration at top incomes, indicating that this process is not exclusive of 
high-income countries.

In Mexico, there was an initial period characterized by a higher demand for 
skills, the result of the opening-up of the economy and technical change, 
aggravated by various institutional factors, such as the falling minimum wage 
and de-unionization that led to an increasing skill premium, and thus increasing 
earnings inequality. Another period followed in which the growing supply of skilled 
workers outpaced the demand, and consequently the skill premium fell. After 
2006, the process is less clear, with contradictory trends between household and 
labour force surveys. Nonetheless, the evidence is clear that the general income of 
all workers fell during the Great Recession, especially for low-skilled workers.



Carlos Gradín, Murray Leibbrandt, and Finn Tarp 329

In South Africa, sluggish economic growth was in general not pro-poor, with 
finance and services sectors growing faster than traditional sectors (manufactur-
ing, mining, agriculture, and domestic help). This produced unbalanced changes 
in supply and demand of skilled and unskilled workers despite very large increases 
in average years of schooling. In Brazil, similarly sharp increases in average years 
of schooling resulted in an earnings decompression below the ninetieth per cen-
tile, along with higher concentration among the very rich. Wage inequality 
increased over time in urban China, despite important wage growth at the bot-
tom of the distribution. In the latter case, experience was more important than 
education in explaining wage inequality in 1988, while education was the single 
largest contributor (of the much larger level) in 2013. China has also witnessed 
large gender gaps in earnings and employment. Changes in the wage setting 
mechanism, rapid increase in demand for qualified labour and large inflows of 
relatively unqualified rural migrants to urban areas have all contributed to this 
trend. After 2007, however, highly paid workers’ wage growth was limited within 
state-owned enterprises, and new rules were introduced in 2009.

With primary income driving increasing trends in inequality, the redistributive 
effect of taxes and benefits becomes more important. All countries have witnessed 
an expansion in the scale of the public sector, as well as remarkable improvements 
in design. While social benefits have in general become more progressive (re du-
cing urban bias and being more inclusive of vulnerable groups), some policies can 
be more regressive or weakly progressive, such as contributory Social Security or 
tax exemptions for health care or private pensions. Policies were well targeted, as 
in the outstanding case of conditional cash transfers, even if its small scale does 
not significantly reduce inequality.

South Africa is an example of a country implementing large-scale public pol-
icies which are quite progressive and well targeted to the poor, even if they have 
had a diminishing impact over time. There was a massive improvement in access 
to basic services such as housing, electricity, and water. A very large set of uncon-
ditional cash transfers benefited pensioners, disabled, and children. More than 
half of means-tested benefits accrued to the poorest 30 per cent, with an increase 
from 24 to 68 per cent in the share of households with government grants. This 
represents an increase from 3 per cent to 16 per cent in the share of total income, 
with the largest increase right after the end of apartheid, between 1993 and 2008, 
smaller in subsequent years. Direct taxes are mostly borne by the richest 30 per 
cent, although some regressive deductions reduce the progressivity of the system. 
The Gini reduced from 0.73 (market income) to 0.66 (disposable income), with 
an important impact in reducing horizontal inequalities as well, such as by age, 
location, race, or gender.

Mexico is another example, with crucial changes in fiscal policy undertaken in 
the 1990s which were quite progressive and pro-poor. Several well-known and 
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effective programmes such as Progresa, Seguro Popular, Adultos Mayores, and 
Apoyos Directos al Campo were deployed and, as in South Africa, saw large 
improvements in access to basic services. Thus, social spending increased and, 
alongside this, progressivity improved, correcting a previous strong urban bias 
(based on food subsidies). This process, however, reversed after 2008/10, with 
a sharp decline of net indirect subsidies. As a result, the redistributive effect 
has declined significantly since 2010; transfers have become less progressive 
(recent efforts have fuelled the expanding contributory pension schemes). This 
situation was aggravated by increasing indirect taxes to replace oil revenues. 
As a result, while the fiscal system has a significant redistributive effect on final 
income in equal ity, the effect on disposable (and consumable) income inequality 
is more modest.

6 Conclusion and Policy Implications

The UN Sustainable Development Goals (SDGs) reflect widespread and valid 
academic, public, and policy concern with issues of inequality in all of its many 
interrelated dimensions and differing interpretations. The contemporary em pir-
ic al and analytic picture supported by this volume is unequivocal in showing that 
the present levels of inequalities of income and wealth and inequality in access to 
basic services, such as health and education, are undermining socio-economic 
progress. There has been enormous economic progress over recent decades; yet 
this progress has been very uneven within and across countries, and it is re vers-
ible. To understand and deal with this situation, inequality has to be analysed and 
addressed. The aim of this volume was to make a significant contribution to this 
effort through better understanding of global inequality trends, within-country 
trends—focusing on five key developing countries accounting for more than 
40 per cent of the world’s population—and the broader setting in which inequality 
issues are situated. The volume details exactly such unevenness and reversibility in 
many contexts in very recent times. Rising and persistent inequality in many places 
means that improved data, better inequality analysis, and concerted policy action 
at global, regional, national, and local levels are needed now as never before to 
address the level and changes in inequality.

In spite of significant improvements over the recent past, data quality and the 
measurement of inequality remain critically constrained. This is especially the 
case in developing countries. The way that inequality is measured bounds the way 
it is understood and addressed. In both theory and practice, many assumptions 
have to be made and it is important that these assumptions are explicit. Chapters 
2 to 4 set out and discussed these data problems and issues in detail. They also 
showed that the conflicting narratives on the trend in global inequality in the 
public debate are often plausible with reference to differing definitions of how to 
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measure inequality. Value premises are far from uniform, and how the bottom and 
the top of the distribution are treated matter significantly for the insights derived. 
Chapter 2, in particular, revealed that while commonly used inequality measures 
suggest that global inequality has gone down for several decades this assessment is 
subject to challenge, especially if the focus shifts from relative to absolute measures 
of inequality. This is not to deny, as is made clear in Chapter 3 for both income and 
wealth, that for all the inequality indices considered, the degree of inequality 
attributable to differences in mean income and wealth across countries accounts 
for much, if not most, of the level of global inequality measured this way. Moreover, 
as regards changing inequality over time, changes in mean income and wealth and 
population sizes have induced a strong downward element to the trend in global 
inequality regardless of the inequality index selected.

Turning explicitly to within-country relative inequality, it has often gone up, 
but this picture is quite heterogeneous. Chapter  4 cautions that comparing 
in equal ity across countries in a way that is based on harmonized income and 
consumption data continues to face thorny empirical challenges. Unless these are 
carefully addressed, robust conclusions will be elusive. Some of these measured 
differences may be artefacts of data incompatibility rather than differences in 
inequalities. In this regard, the chapter provides strong value to the volume by 
showing that the within-country national trends discussed in detail in each of 
Brazil, China, India, Mexico, and South Africa remain in place in the harmonized 
data. Therefore, there is some validation in place for careful comparison across 
these countries from the detail that they distil. As was made clear earlier in this 
concluding chapter, the authors of the country syntheses in Chapters 5–9 inte-
grate information from a number of the different UNU-WIDER background 
papers and draw on as many data sources as are available to understand in equal-
ity in each of the five countries. In general, triangulation of data, including new 
data sources, was key in producing this volume and it illustrates the importance 
of this practice for in-depth analysis of the level and change in inequality in any 
given context.

Such data triangulation leads to a more robust picture of inequality, which 
accentuates rather than narrows the heterogeneities that emerge in the country 
syntheses and in the volume as a whole. In turn, this emphasizes the awkward 
reality that there is not a simple ‘grand’ narrative that captures inequality in the 
same way in all of our five country cases or globally. This in no way diminishes 
the importance of inequality. Rather, it acknowledges that because of the policy 
imperative to address inequality, the complexities of its production and reproduc-
tion have to be reflected and respected in the analysis.

This balance is well illustrated in Chapter 10, in Part IV of the volume. Here, 
Andrew E. Clark and Conchita D’Ambrosio examined subjective well-being as 
measured by the perceptions of current and future living conditions across four 
large, populous regions of the world. Specific attention is given to how levels of 
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subjective well-being are linked to both personal, subjective inequality and 
broader income inequality. The analysis starts by examining the role of capability 
levels in subjective well-being. It is clear that capabilities are positively correlated 
with perceptions of well-being. Perceptions of inequality or subjective inequality 
are measured by an individual’s assessment of their position relative to those in 
their immediate community. Controlling for this capabilities effect, the relation-
ship between subjective well-being and this self-assessed inequality is mixed. 
Being relatively better off correlates (accurately) with perceptions of higher pre-
sent and future living conditions. However, being relatively worse off is either not 
correlated with subjective well-being or even is positively correlated, seeming to 
imply the presence of Hirschman’s famous tunnel effect. When estimated care-
fully, the relationship between subjective well-being and subjective inequality is 
never simple and differs markedly in different regions of the world. The relationship 
between subjective well-being and income inequality is much clearer. The higher 
the aggregate level of income inequality in the country of residence, the higher the 
expectations of future living conditions. Clearly, inequalities have important con-
sequences for the formation of expectations about the future. Other contributions 
in the volume make it clear that these expectations are often not realized for the 
most vulnerable and one speculates as to whether this will end up feeding discon-
tent when expectations end up unfulfilled.

Acknowledging that the careful analyses of the volume caution against grand 
or simple narratives in no way implies that there are not strong commonalities 
and central lessons for policy to be pulled from the five country case studies and 
from the volume as a whole. Indeed, there are a number of such lessons.

It is clear that labour market inequalities are central as a driver of overall 
in equal ity. Above we discussed evidence from the country studies of both 
declining and increasing labour market inequalities and the processes through 
which they feed through into declining and increasing national inequalities. 
Consequently, the imperative to understand the functioning of labour markets 
stands out as an important insight derived from our five cases. There is no doubt 
that all of these countries have functioned in the same increasingly integrated 
world and that this has pulled strongly through each labour market. Nevertheless, 
this has not been inexorable and the case studies show both the potential and 
the limitations of active labour market policies in mediating these forces.

Some of these limitations arise from the role of external circumstances, 
whether negative, as with the Great Depression, or sometimes positive, as with 
the commodities cycle. It is clear from many contexts that there is strong reason 
to highlight the importance of globalization and technological change. In many 
contexts, this has increased earnings inequalities by increasing the demand for 
skilled labour. It has also contributed to increasing profit shares, which is a rising 
and important concern in both developed and developing country contexts as it 
reinforces concentration of income and wealth among the best off. These are the 
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forces that have increased inequality by those at the top end, and often only the 
very top end, pulling away from the rest of the income distribution.

Other limitations on labour market policies arise from the local context itself. 
The intergenerational perspective that is pursued in our country cases brings 
out the importance of prevailing pre-market conditions and policies that impact 
on the realized capabilities that individuals in each country carry into their 
re spect ive labour markets. People with differing endowments and assets in terms 
of family background, skills, and education (as well as wealth and assets) do not 
participate in the labour market on an equal footing. These inequalities feed into 
labour markets that are highly segmented along a number of dimensions: infor-
mal versus formal; rural migrants versus urban citizens; and by gender, race, and 
region. These circumstances, if left untouched by policy, dampen the income 
growth of those at the bottom or, worse still, marginalize them altogether.

However, in each of the country cases, these circumstances have not been left 
untouched and fiscal policy (including both expenditure and tax policy related to 
income as well as wealth) has played an important role in modifying their 
in equal ities. The country studies provide valuable and detailed learnings from 
their menu of successful and unsuccessful policies and results. However, standing 
out as important here is that even in cases where quite ambitious redistribution 
programmes and policies were pursued, they have either not been sustained or 
are yet to make a major dent in inequality of disposable incomes and inequalities 
in living conditions. To reach higher levels of redistribution, much more remains 
to be done through the budget, and much more needs to be done beyond the 
budget, with a direct focus on the roles of assets and wealth.

Thus, the inequality processes and policy impacts have not been simple. As 
countries have engaged with the globalized world, top-end incomes have moved 
away from the rest of the distribution. Yet, there is more to this than a top end 
that is flourishing more than the rest. Not everyone has flourished. In most coun-
tries, it seems that the higher average incomes were pulled up by raising the top-
end incomes and, to varying extents, raising middle and lower-end incomes. 
Nevertheless, in many contexts, substantial sections of society were left out of 
these processes. The social mobility perspective of Chapter 11 consolidates and 
sharpens this view. Its striking conclusion is that rapid growth is by no means a 
guarantee of social mobility across generations. In fact, mobility may decline to 
very low levels if market forces are unchecked. Roy van der Weide and Ambar 
Narayan arrive at this conclusion by studying social mobility in two high-growth 
contexts, China and the United States. China had high but rapidly falling mobility 
and the US had persistently low social mobility. Both had rising inequality over 
the study period and the authors use this to infer support for the Great Gatsby 
Curve, linking low inter-generational mobility to high inequality. They confirm 
that this relationship has applicability that is more general across the globe by 
examining the relationship in seventy-three additional countries. The chapter 
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concludes that both of the world’s major economic powers have converged to a 
low level of socioeconomic mobility where talent from disadvantaged back-
grounds is excluded from opportunities, implying unrealized human potential 
and misallocation of resources on a large scale. These relations go to the heart of 
this volume’s concern over inequality.

At a general level, then, our study strongly confirms that to make a dent in 
inequality, policies must be socially and economically inclusive and sustained. 
In  this sense, our volume lends comprehensive and support to the Stockholm 
Statement about the principles of policy-making for the contemporary world, 
from a study that covers more than 40 per cent of the world’s population. More 
specifically, we argue that addressing inequality is essential for future growth and 
development and policies must include a variety of initiatives that work through, 
respectively, the labour market and redistributive social policies, keeping in 
mind throughout the long-term goal of promoting social mobility to break inter-
generational inequalities. Governments must set the rules of the game and regulate 
markets that do not work well, in ways that will further social inclusion and 
greater equality.

Clearly, overcoming inequality requires associated macroeconomic and broader 
development policies too. In Chapter  12 Stiglitz provides us with an excellent 
framework for these policy implications by reminding us that the world of the 
twenty-first century is quite different from the world of the twentieth century. The 
global economy is no longer the same and the export-led manufacturing devel-
opment models that have promoted economic growth in the past are no longer 
viable and are becoming increasingly less inclusive.

An important driver of rising within-country wealth inequality since 2008 has 
been the rise in equity prices, which has raised the share of the top 1 per cent in 
particular. In part, that rise has been due to low interest rates. If interest rates rise 
towards more normal levels, stock market performance would change. These 
trends could stabilize and improve within-country inequality. On the other hand, 
the decline of between-country inequality may slow or come to a halt. Further 
increases in China’s mean income and wealth, both now above the global means, 
will begin to raise between-country inequality, and we cannot expect that all the 
poorest countries will follow the same path considering that the initial conditions 
and the international context they face will be very different.

Understandably, widespread concern about rising inequality of incomes and 
wealth and the trends of top-end income, as detailed in this volume and else-
where, has drawn attention to the need to consider higher taxes on top incomes 
and wealth. Some worry about the possible consequences for growth of progres-
sive policies and, no doubt, there is a need for care. That said, this volume has 
highlighted the negative consequences for pro-growth policies if no con sid er ation 
is given to these policies. There are many lessons from good and bad pol icy-
making in this area from around the world to draw on and overlay with detailed 
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interrogation on local inequality circumstances. Fortunately, there is another set 
of policies that should be able to both reduce inequality and stimulate growth. 
Building human capital of the poorest is an obvious policy, as is social policy to 
support those in need. The same can be said for efforts to further economic trans-
formation and an economy where returns to labour equalize across sectors. 
Balancing macroeconomic stability with guaranteeing equal access to productive 
assets, and making health care and education universally accessible at all levels, 
for example, are also sound policies that can make ordinary people better off and 
increase both their income and wealth.

Within a stable macroeconomic framework, there is a need to change how the 
economy works for all of its citizens. Economics justifies the need to crack down 
on crony capitalism and rent-seeking, and break up monopolies and oligopolies. 
The weight of evidence in this volume affirms that this would reduce income and 
wealth concentration at the top and increase growth by fostering stronger compe-
tition and equal access to economic opportunities. These policies are likely to 
reduce within-country inequality and between-country inequality as well, since 
they would have their most dramatic impact in poor countries. At a global level, 
the policy toolbox also includes foreign aid policies designed and employed to 
attack between-country inequality. International trade policies have been and will 
continue to be key to give poor countries opportunities to develop faster, linking 
up with the obvious need for effective domestic and international agricultural and 
industrial policies, in a context of increasing concern with socially and environ-
mentally sustainable development. As stated repeatedly in this volume, well-
functioning labour markets that promote job creation, decent pay and social 
inclusion, removing any legal or de facto discrimination based on gender, race, 
ethnicity, or place of origin, providing equal access to human and physical capital, 
and empowering the most disadvantaged population groups, are a key driver of 
increased equality. On this note, we conclude.

References

Arndt, C., A. McKay, and F. Tarp (2016). Growth and Poverty in Sub-Saharan Africa. 
WIDER Studies in Development Economics. Oxford: Oxford University Press. 
DOI: 10.1093/acprof:oso/9780198744795.001.0001.

Bourguignon, F. (2004). ‘The Poverty-Growth-Inequality Triangle’. Paper presented at 
the Indian Council for Research on International Economic Relations, New Delhi. 
4 February.

Campos-Vazquez, R., and N.  Lustig (2017). ‘Labour income inequality in Mexico: 
puzzles solved and unsolved’. WIDER Working Paper 2017/186. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/labour-income- 
inequality-mexico.



336 Synthesis and Policy Implications

Finn, A., and M.  Leibbrandt (2018). ‘The evolution and determination of earnings 
inequality in post-apartheid South Africa’. WIDER Working Paper 2018/83. 
Helsinki: UNU-WIDER. Available at: https://www.wider.unu.edu/publication/
evolution-and-determination-earnings-inequality-post-apartheid-south-africa.

Hecksher, M., M. Neri, and P.do Na Silva (2018). ‘New imputation procedures in the 
measurement of inequality, growth, and poverty in Brazil’. WIDER Working Paper 
2018/128. Helsinki: UNU-WIDER. Available at: https://www.wider.unu.edu/ 
publication/new-imputation-procedures-measurement-inequality-growth-and- 
poverty-brazil.

Hundenborn, J., I.  Woolard, and J.  Jellema (2018). ‘The effect of top incomes on 
in equal ity in South Africa’. WIDER Working Paper 2018/90. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/effect-top-incomes- 
inequality-south-africa.

Ibarra, C., and J. Ros (2017). ‘The decline of the labour share in Mexico: 1990–2015’. 
WIDER Working Paper 2017/183. Helsinki: UNU-WIDER. Available at: https://
www.wider.unu.edu/publication/decline-labour-share-mexico.

Li, Q., S.  Li, and H.  Wan (2018). ‘Top incomes in China: data collection and the 
impact on income inequality’. WIDER Working Paper 2018/183. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/top-incomes-china.

Maboshe, M., and I. Woolard (2018). ‘Revisiting the impact of direct taxes and trans-
fers on poverty and inequality in South Africa’. WIDER Working Paper 2018/79. 
Helsinki: UNU-WIDER. Available at: https://www.wider.unu.edu/publication/
revisiting-impact-direct-taxes-and-transfers-poverty-and-inequality-south-africa.

Mukhopadhyay, A., and D.  Garcés Urzainqui (2018). ‘The dynamics of spatial and 
local inequalities in India’. WIDER Working Paper 2018/182. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/dynamics-spatial- 
and-local-inequalities-india.

Neri, M., and M. Hecksher (2018). ‘Top incomes impacts on growth, inequality and 
social welfare: combining surveys and income tax data in Brazil’. WIDER Working 
Paper 137/2018. Helsinki: UNU-WIDER. Available at: https://www.wider.unu.edu/
publication/top-incomes%E2%80%99-impacts-inequality-growth-and-social- 
welfare.

Neri, M., C.  Machado, and V.P.  Neto (2018). ‘Earnings inequality in the Brazilian 
 formal sector: the role of firms and top incomes between 1994 and 2015’. WIDER 
Working Paper 157/2018. Helsinki: UNU-WIDER. Available at: https://www.wider.
unu.edu/publication/earnings-inequality-brazilian-formal-sector.

Neri, M., R. Siqueira, J.R. Nogueira, and M. Osorio (2018). ‘Fiscal redistribution in 
Brazil: 2003–2015’. WIDER Working Paper 136/2018. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/fiscal-redistribution- 
brazil.

Scott, J., R.  Aranda, and E.de la Rosa (2017). ‘Inequality and fiscal redistribution 
in  Mexico: 1992–2015’. WIDER Working Paper 2017/194. Helsinki: UNU-
WIDER. Available at: https://www.wider.unu.edu/publication/inequality-and-fiscal- 
redistribution-mexico.



Carlos Gradín, Murray Leibbrandt, and Finn Tarp 337

Rongen, G. (2018). ‘A new inequality estimate for urban India? Using house prices to 
estimate inequality in Mumbai’. WIDER Working Paper 2018/181. Helsinki: 
UNU-WIDER. Available at: https://www.wider.unu.edu/publication/new-inequality- 
estimate-urban-india.

Van der Weide, R., C. Lakner, and E. Ianchovichina (2018). ‘Is inequality underestimated 
in Egypt? Evidence from house prices’. Review of Income and Wealth, 64: S55–79. 
DOI: 10.1111/roiw.12338.




