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ÁDecliningInequalityin LA: 
ÁHowMuch? 

ÁSinceWhen?

ÁDecliningInequality: Why?
ÁArgentina, Brazil, Mexicoand Peru
ǐFallingskillpremia

ǐMore progressivegovernmenttransfers

ÁCaveat: Under-reportingof Top Incomesand Inequality
Trends

ÁTheFuture: Will (Measured) InequalityContinueto Decline?
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Excess Inequality (IDB, 2011)
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Excess Poverty (IDB, 2011)
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Trendsin Inequality
GiniCoefficient EarlyΧίίΦȭÓ-,ÁÔÅ ΨΦΦΦȭÓ

Light Grey: Countrieswith Falling Ineq (Lustig et al., 2011)
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Trends in Poverty: 1995-2009 (IDB, 2011)
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ÁInequality in most Latin American countries 
(13 out of 17) has declined (roughly 1% a 
year) between (circa) 2000 and (circa) 2008 

ÁDecline is statistically significant 

ÁDecline continued through the global 
financial crisis in 2009
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Change in GiniCoefficient by Country: circa 
2000-2008 (yearly change in percent)
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Change in GiniCoefficient by Country: circa 
2000-2009 (yearly change in percent)
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Á In three countries, during second half of 1990s:
Mexico, BrazilandChile

Á In six, started in 2002-2003: Argentina, Bolivia, El
Salvador,Paraguay,PanamaandPeru

Á In others, although there are fluctuations, inequality
between 2000 and 2009 increased: Costa Rica,
Hondurasand Uruguay(only statisticallysignificantof
three)
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Gini 1996=100 (Lustig et al, 2011)
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Gini 1999=100 (Lustig et al, 2011)
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RisingInequality 2000-2009 
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The decline took place in:
ÁPersistently high inequality countries (Brazil) 

and normally low inequality countries 
(Argentina)

Á Fast growing countries (Chile and Peru), slow 
growing countries (Brazil and Mexico) and 
countries recovering from crisis (Argentina 
and Venezuela)

ÁCountries with left ȰÐÏÐÕÌÉÓÔȱ governments 
(Argentina), left social-democratic 
governments (e.g., Brazil, Chile) and 
center/center-right governments (e.g., Mexico 
and Peru)
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Gini (Circa 2000)
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Figure 6: Annual income redistribution by quintile (cumulative years in office  
starting in year 2) 
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*significant at 5% level, random effects estimates, see appendix A Table A-2 and McLeod and Lustig (2011).

Figure 22A: Annual income redistribution by quintile (cumulative years in 
office starting in year 2)

Social Democratic Left Populist

 

Source: McLeod and Lustig (2011).  
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Figure 8: Redistributive impact of changes in social spending budget share by quintile 

(change significant at *5% or **1% level) 
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Source: Appendix A, Table A-3 and McLeod and Lustig (2011).

Figure 24: Redistributive impact of changes in social spending 
budget share by quintile (change significant at *5% or **1% level)
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Source: McLeod and Lustig (2011). 



ÁIn-depth analysis in four countries:

ÁArgentina (Gaspariniand Cruces) (urban; 2/3 
of pop)

ÁBrazil (Barros, Carvalho, Mendoca& Franco)

ÁMexico (Esquivel, Lustig and Scott)

ÁPeru (Jaramillo & Saavedra)

Source: Lopez-Calvaand Lustig (2010)
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ÁDecline in inequality is statistically 

significant and significant in terms of order 

of magnitude

ÁThere is Lorenz dominance (unambiguous 

decline independently of choice of 

inequality measure)

ÁRobust to income concept (e.g., monetary 

vs. total)
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ÁRepresentative sample of Latin 
American diversity:
Áhigh/medium/low ineq
Áhigh/low growth 
ÁPopulist/social democratic/center-

center-right governments
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Sample Representative of High and Low Inequality 
Countries

(Latin America: Gini Coefficient by Country; circa 2007; in percent)
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ÁArgentina and Peru were growing at 
around 6 percent a year since 2003

ÁBrazil and Mexico were growing at less 
ÔÈÁÎ Ω ÐÅÒÃÅÎÔ Á ÙÅÁÒ ɉ"ÒÁÚÉÌȭÓ ÇÒÏ×ÔÈ ÒÁÔÅ 
picked up only from 2008 onwards) 
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Á There are many different factors that affect the distribution of 
ÉÎÃÏÍÅ ÏÖÅÒ ÔÉÍÅȡ Ȱȣ ÔÈÅ ÅÖÏÌÕÔÉÏÎ ÏÆ ÔÈÅ ÄÉÓÔÒÉÂÕÔÉÏÎ ÏÆ 
income is the result of many different effectsɂsome of them 
quite largeɂwhich may offset one another in whole or in 
ÐÁÒÔȢȱ ɉ"ÏÕÒÇÕÉÇÎÏÎ ÅÔ ÁÌȢȟ ΨΦΦΫɊ

Á5ÓÅÆÕÌ ÆÒÁÍÅ×ÏÒËȡ ÔÏ ÃÏÎÓÉÄÅÒ ÔÈÅ ȬÐÒÏØÉÍÁÔÅȭ ÆÁÃÔÏÒÓ ÔÈÁÔ 
affect the distribution of income at the individual and 
household level:
1. Distribution of assets and personal characteristics

2. Return to assets and characteristics

3. Utilization of assets and characteristics

4. Transfers (private and public)

5. Socio-demographic factors
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Á Proportion of working adults as a share of the total number of 
adults (and total household members) rose; partly linked to the 
sharp increase in female labor force participation:1990-2006 by 
18.1 p.pts in Mexico, 14.2 in Argentina, 12.0 in Brazil and 5.8 in 
Peru.

�ŸDependency ratios improved proportionately more 
for low incomes.

�ŸWorking adults (except for Peru) became more 
equally distributed (female adults participated 
proportionately more for low incomes)

Á Average years of schooling rose faster for the bottom quintile 
than for the top quintile. 

=> Distribution of education (human capital) 
became more equal in all four countries
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