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Inequality in data



Kuznets’ curve



The Kutznets
curve: 
The ……………… 
shaped hypothesis 
relating income 
inequality and the 
level of economic 
development

Kuznets (1955) used the ratio of 
the income share of the richest 
20% of the population to that of 
the poorest 60% of the population 
as a measure of inequality

Kuznets argued that as countries 
developed, income inequality first 
increased, peaked, and then 
decreased. 
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Testing Kuznets hypothesis
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Source: World Development Report 
(1995), Deininger and Squire (1996)
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Testing Kuznets hypothesis



STILL KUZNETS ?

�

the same inequality-income relationship

�

country-specific 

dummy 

�

.>>Correlation vs Causation ?



STILL KUZNETS ?

�

just an artificial 

consequence of the Latin American countries sitting in the middle ?
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Inequality 
across the world 
and over time



WEALTH, EARNINGS, DISPOSABLE INCOME
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Inequality in wealth, earnings, and disposable income: US, Sweden, 
and Japan (2000s)

Mattia Fochesato and Samuel Bowles. 2015. ‘Nordic exceptionalism? Social democratic egalitarianism in world-historic perspective’. Journal of Public 
Economics 127: pp. 30–44. Santa Fe Institute; Mattia Fochesato and Samuel Bowles. 2017. ‘Technology, Institutions and Wealth Inequality in the Very Long 
Run’. Santa Fe Institute; Chen Wang and Koen Caminada. 2011. ‘Leiden Budget Incidence Fiscal Redistribution Dataset’. Version 1. Leiden Department of 
Economics Research., 
https://www.core-econ.org/the-economy/book/text/19.html#191-inequality-across-the-world-and-over-time

http://tinyco.re/6424636
https://tinyco.re/7608790
http://tinyco.re/9338721
https://www.core-econ.org/the-economy/book/text/19.html


Inequality in wealth, earnings, and disposable income: US, Sweden, 
and Japan (2000s)
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Income inequalities over time and among countries
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Inequalities over time and among countries

https://www.core-econ.org/the-economy/book/text/19.html#191-inequality-across-the-world-and-over-timehttps://twitter.com/CBSThisMorning/status/1223224310413905921?s=20

https://www.core-econ.org/the-economy/book/text/19.html


Inequalities over time and among countries



Income inequalities over time and among countries
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The missing middle?
�

https://www.core-econ.org/the-economy/book/text/19.html#figure-19-6a

https://www.core-econ.org/the-economy/book/text/19.html


Accidents of birth and categorical inequality
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Accidents of birth and categorical inequality

https://www.core-econ.org/the-economy/book/text/19.html#gender-and-other-forms-of-categorical-inequality

https://www.core-econ.org/the-economy/book/text/19.html


Intergenerational 
inequality



Intergenerational inequality

___________________________
_________________________:  

The processes by which the 
economic status of the adult 

sons and daughters comes to 
resemble the economic status of 

the parents.

Intergenerational inequality:
The extent to which differences 

in parental generations are 
passed on to the next 

generation, as measured by the 
__________________________or 

the intergenerational correlation



Intergenerational 
inequality

Intergenerational inequality is 
measured by __________parents by 
their incomes or wealth, and then 
looking at what income or wealth 
their kids end up with when they 
become adults.

Intergenerational elasticity: When 
comparing parents and grown 
offspring, the percentage difference 
in the second generation’s status that 
is associated with a 1% difference in 
the adult generation’s status.



Intergenerational 
elasticity

To see what this measures, 
consider two pairs of fathers and 
children. The father in the first pair 
is richer than the father in the 
second. 

Intergenerational elasticity
measures _______________the 
child of the well off father will be 
than the child of the poorer father.



Intergenerational 
elasticity

An elasticity of 0.5, for example, 
means that if one father is 10% 
richer, then his child, when grown 
up, will be on average 5% richer 
than the other child.

The higher the intergenerational 
elasticity, the________ the degree of 
intergenerational transmission of 
economic status and the ________ 
the level of intergenerational 
inequality.



Intergenerational 
elasticity

The term intergenerational 
elasticity has nothing to do with the 
usual meaning of the word elastic.

But, like the price elasticity of 
demand for a good, it concerns the 
percentage change in something 
that is associated with a percentage 
change in something else.



Intergenerational 
inequality

In a society with a high 
intergenerational 
elasticity, intergenerational mobility 
is_______.

Intergenerational mobility is changes in 
the relative economic or social status 
between parents and children. _________ 
mobility occurs when the status of a 
child surpasses that of the parents. 
_________mobility is the converse. 



Intergenerational 
inequality

Another widely used measure of 
intergenerational mobility is the 
correlation between the positions 
of parents and children (for 
example, in their years of schooling 
or income). 

Kids whose parents had a high 
income are likely to grow up to 
have high incomes themselves, and 
kids from low-income families are 
likely to have low incomes as 
adults.



Intergenerational inequality

Table 14 in Markus Jäntti, Bernt Bratsberg, Knut Røed, Oddbjørn Raaum, Robin Naylor, Eva Österbacka, Anders Björklund, and Tor Eriksson. 2006. ‘American Exceptionalism in a New 
Light: A Comparison of Intergenerational Earnings Mobility in the Nordic Countries, the United Kingdom and the United States.’ Discussion Paper Series 1938. Institute for the Study of 
Labor.
https://www.core-econ.org/the-economy/book/text/19.html#gender-and-other-forms-of-categorical-inequality

http://tinyco.re/8340550
https://www.core-econ.org/the-economy/book/text/19.html


Intergenerational inequality

Miles Corak. 2013. ‘Inequality from Generation to Generation: The United States in Comparison.’ In The Economics of Inequality, Poverty, and Discrimination in the 21st Century, edited by 
Robert S. Rycroft. Santa Barbara, CA: Greenwood Pub Group; Wen-Hao Chen, Michael Förster, and Ana Llena-Nozal. 2013. ‘Globalisation, Technological Progress and Changes in 
Regulations and Institutions: Which Impact on the Rise of Earnings Inequality in OECD Countries?’ Working Paper Series 597. LIS 
https://www.core-econ.org/the-economy/book/text/19.html#gender-and-other-forms-of-categorical-inequality

https://tinyco.re/5492874
http://tinyco.re/3994595
https://www.core-econ.org/the-economy/book/text/19.html

