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Summary 
 In OECD countries, income inequality 

has increased. Fruits of economic 
growth has been concentrated to the 
rich and upper middle class.  

 Whether pro-growth policies increase 
or reduce inequality depends on the 
nature of the policy  
 Some policies may widen wage dispersion 

but reduce overall inequality by 
increasing employment  



 Policies unambiguously reduce 
income inequality include:  
 Better access to education 
 Active labor market policies; policies to 

improve productivity of low skilled 
workers  

 Reducing the difference in job protection 
between regular workers and non-regular 
workers  
 



Comment (1) General comment 
 The cross country differences are striking 
 I totally agree that countries should 

pursue pro-growth policies that are likely 
to reduce inequality 

  Also no objection against the 
importance of watching household 
income share as a barometer of the link 
between household sector and GDP  

 A few questions about the existing 
evidence   



Comment (2) Education policy 
 The paper argues that better access to 

education unambiguously reduces 
inequality 

 But why?  
 Of course, an increase in supply of 

college graduates will reduce the 
college wage premium, thus inequality 
between college graduates and less 
educated will shrink  

 



 But within group inequality is larger 
among more educated workers  
 Example from the US: Lemieux (2006)  
 A substantial part of the increase in 

residual wage inequality in the US, which 
was thought to be due to SBTC, was 
actually attributable to increase in the 
share of college graduates  

 Thus, increase in the overall supply of 
more educated workers may increase 
income inequality.  
 



Lemieux (2006) AER 



Lemieux (2006) AER 



 Issue of over education 
Giving equal opportunity for education is 

one of the effective way to reduce 
inequality, but does it really help growth?  

 Education is not free: opportunity costs  
 If the observed returns to schooling 

comes mainly from signaling effect, 
rather than human capital accumulation, 
too much investment in education could 
slows down the growth 



 Empirical challenge: reverse causality  
 I’m not familiar with the literature, so it 

may have been already dealt with, but  
 Lower inequality, especially in the 

bottom of distribution, pushes up 
average years of education 

 So the direction of the causality may be 
inequality => education, not education 
=> inequality   



Comment (3) Population Aging 
 Population Aging affects both income 

inequality and growth  
 Aging mechanically increases inequality (see 

next page) 
 Shrinking working age population lower 

growth 
 In cross country comparison, it is 

important to control for this 
confounding factor – has it been done in 
the existing studies ? 

 
 



Example: Gini coef. by age in Japan 
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