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Measures of inequality

• What does inequality mean?

• Inequality: 

- Being unequal; absence of equality

- Disproportionate distribution of total national income among 

households

• Two main measures of income inequality:

- Lorenz curve

- Gini index



Lorenz Curve

The greater the curvature of the 

Lorenz curve, the greater the 

relative degree of inequality
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Gini Index

Measures of inequality



Data on inequality

• World Income Inequality Database

https://www.wider.unu.edu/database/wiid

https://www.wider.unu.edu/project/world-income-inequality-database-

wiid

https://www.wider.unu.edu/database/wiid
https://www.wider.unu.edu/project/world-income-inequality-database-wiid
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Income Inequality

Measures of inequality



Relationship between income and inequality

Kuznets curve for Latin America

Kuznets Curve



What is so harmful about income inequality?

1) Extreme income inequality leads to economic inefficiency. 
• Smaller fraction of population qualifies for credit, e.g. for 

business or school
• Overall rate of saving in the economy tends to be lower: 

Highest rate of marginal savings usually found among the 
middle classes. 

• Inequality may lead to an inefficient asset allocation, e.g.
overemphasis on higher education at the expense of quality 
universal primary education 

• High inequality of land ownership is inefficient because most 
efficient scales for farming are family and medium-size farms. 

• The result can be a lower average income and a lower rate of 
economic growth when inequality is high.

• Moreover, these factors in turn often beget still more 
inequality



What is so harmful about income inequality?

2) Extreme disparities undermine social stability and solidarity
- High inequality strengthens political power of the rich, and 
thus concentrates economic and social bargaining power

3) Finally, extreme inequality is generally viewed as unfair. 
- John Rawls’ thought experiment: uncertainty behind the 
“veil of ignorance.”



npace@unite.it

mailto:npace@unite.it

