*7.2 Social Economics and Public Policy — Marcelo Neri

*7.2 How about Pure Inequality?:
Ginis and Lorenz - World and Brazil

Marcelo Neri
FGV Social

Gini Index and Lorenz Curve

Graph from the Lorenz Curve L(P)
Visual Explanation of the Gini Coefficient [

Gini coefficient = A / (A+B)

Analytical Interpretation
N (N-1)

Once there are distinct pairs of people

in the %ample Gini’s  formula  is:
N N
= e 2 2 e
;,LN(N D& s

Alternative Formula
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Aggregated Level Analysis of Welfare Function (BES) based on the Gini (§)
Sen (1976): u (1 — &)
Graff (1981): u (1 — )P, wherep ¢ [0, 1].
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Lorenz curves 1988 and 2011 - Global

There is not Lorenz dominance of 2011 wrt 1988

Source: Milanovic

Lorenz curves 2008 and 2011 - Global
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There is Lorenz dominance of 2011 wrt 2008
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Generalized Lorenz curves 1988 and
2008 - Global

There is generalized Lorenz dominance of 2008 wrt 1988
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Global Gini 1820-2011
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Countries with more than 1% of their population in top global percentile
(above S$SPPP 72,000 per capita in 2008 prices)

1.7 Percentage of National Population in the Global Top 1% (2008)

Ccyp DEU IRL KOR NLD TWN FRA NOR GBR JPN CAN LUX CHE SGP USA

Source: Milanovic (2016), Chapter 1
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Evolution of World Income Inequality
Different Concepts

China Effect

Chindia Effect
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Ginis in 1988 and 2011 (population-weighted countries)
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Kuznets relationship for the UK, 1688-2010

Branko Milanovic
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Kuznets relationship for the United States, 1774-2013
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Urban Gini in China: 1981-2014 (based on official household
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Where are now China and the US?

Gini First Kuznets wave Second Kuznets wave

China 2013

United States

GDP per capita

Long Run & Regional perspective Latin America Latina last 3 Decades
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BRAZIL GINI HOUSEHOLD PER CAPITA INCOME - ALL SOURCES
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Source FGV Social from PNAD/IBGE microdata
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Inequality by Municipalities Gini Index of Per Capita Income
by Municipality - 2000

2000

Coeficiente de Gini
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Inequality by Municipalities Gini Index of Per Capita Income
by Municipality - 2000

2010

Inequality fell in 80%

of the 5500 Brazilian
Municipalities
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Inequality in Latin America

Table| 1: Annual changes in Gini coefficient

Figure 1: Gini coefficient - Latin

1992-2002  2002-2010  2010-2014

Figure 1: Gini coefficient - Latin America

Argentina 0.8 -1.1 -0.5

Bolivia 0.6 -1.5 0.1

Brazil 0.1 0.7 -0.4

Chile 0.0 0.4 -0.2

Colombia 0.6 -0.3 -0.5

Costa Rica 0.5 0.0 0.1

EDLAC CEDLA ... Ecuador 0.0 0.8 -0.9

El Salvador -0.1 -0.9 -0.7

- Honduras 0.6 0.5 0.4
“sysas888883:¢8 Mexico 0.3 0.5 0.4
Source: Own calculation based on SE Panama 0.1 0.6 0.1
Paraguay 0.5 -0.7 0.0

Peru 0.4 -1.0 -0.5

Uruguay 0.6 -0.1 -0.9

VVenezuela 0.6 -1.1 0.0

Southern South America 0.4 -0.6 -0.4

Andean region 0.4 -1.0 -0.4

Central America 0.2 -0.5 0.0

Latin America 0.3 -0.7 -0.3

Source: Own ecaleulation based on SEDLAC (CEDI ..
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