Global Income Inequality
Beliefs, facts and unresolved issues
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Introduction
Global income inequality is perhaps the most important policy challenge
facing the world at present. While there is full agreement about the seriousness of the problem, there is in fact considerable controversy about its
development over time. This article attempt to shed light on the question:
Has global inequality increased or decreased?
The issue is important for policy; anti-globalisation campaigners frequently argue that globalisation leads to ever-increasing inequality, both
within and between nations. The protesters are, however, not alone when
maintaining that global inequality has risen; prominent international
organisations have also contributed to this perception—especially concerning inequality between countries. A recent World Trade Organisation
publication states that: “It is an empirical fact that the income gap
between poor and rich countries has increased in recent decades”
(Nordström, 2000, p.3). In the World Development Report 2000, it was suggested that “... income inequality between countries has increased sharply
over the past 40 years” (World Bank, 2000, p.51).1 The United Nations
Development Programme said in its 1999 Human Development Report:
“Inequality between countries has ... increased” (UNDP, 1999, p.3). The
United Nations Conference on Trade and Development did the same in
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The statement is based on a comparison between the 20 richest and the 20 poorest countries of the world in
1960 and 1995; see also footnote 16.
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1997: “Income divergence and increasing divergence in the world’s population has been a persistent feature” (UNCTAD, 1997, p.80).
Are these statements true? This article argues that they are generally
not. According to most plausible indicators, income inequality between
countries has on the whole declined since the late 1960s. If inequality within
countries is also taken into account, current evidence suggests that the
trend was similar for long parts of the period, but not for the period around
1990.
Hence when discussing global inequality, it is important to be clear
about whether we compare nations or persons. When we focus on income
gaps between nations, based on their average income per capita, inequality within nations is not accounted for. International inequality—based on
country comparisons—is therefore lower than world inter-personal inequality. This article mainly attempts to shed light on international inequality,
but also adds some remarks on how the picture may change when inequality within countries is also included.
While Milanovic (2001) has argued that world inter-personal inequality
is the important issue and that international inequality is of less interest,
good reasons remain for studying income gaps between nations:
• The international debate, as well as former research, has to a large
extent focused on international inequality. Hence it matters to obtain
a precise analysis of international inequality.
• Due to the large income gaps in the world economy, inequality
between countries accounts for a large share of ‘overall’ (inter-personal) inequality. The picture would be rather different if we, for
example, compared US states. There, inter-state differences would be
modest compared to inequality within states. Since this composition is
opposite for global comparisons including rich and poor countries,
international inequality may still be a useful indicator.
• A third reason for studying international inequality is that data are
more easily available. Although the supply of data on inequality
within nations has improved greatly over the last decade, such data are
still in short supply. While household surveys now exist for many
countries, no such surveys cannot be provided for earlier decades. For
comparisons over time, international inequality will remain a useful
indicator.
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