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The Economist – Economic Inequality (Jan. 22-28, 2011) 
Summary with a Touch of Commentary 

Jeff Boyd on Feb. 18, 2011 
 

 
A number of articles in the January 22-28, 2011, edition of The Economist address the 

gap between rich and poor (all writers are anonymous), with at least 12 short articles considering 

one facet or another of the topic (mostly focusing on the rich). This is my attempt to bring the 

various statistics and statements into one coherent whole. 

To begin, here is a description of the recent historical context of attitudes toward 

disparity: 

For much of the past two decades the prevailing view among the world’s policy 

elite—call it the Davos consensus—was that inequality itself was less important 

than ensuring that those at the bottom were becoming better off….[Tony Blair’s] 

Labor party was famously said to be “intensely relaxed” about the millions earned 

by David Beckham (a footballer) provided that child poverty fell.i 

 In contrast to this focus on helping those at the bottom irrespective of how much more 

those at the top were making, the disparity itself has become a focal interest point. The debate, as 

presented in this edition, centers on four questions: Is the gap increasing or decreasing? Does 

the gap matter? Why are there changes in the gap world-wide and in individual countries? 

If it is increasing, and if it does matter, then based on the causes, what should be done? 

Other questions were discussed (e.g., How strongly do people object to inequality?ii), but these 

were not the focus of the edition. 

 These questions are addressed in different ways in the various articles. For instance, the 

wealth gap can be considered globally (between rich and poor countries) and nationally (wealth 

distribution within a country).  
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 Defining rich and poor is another important question. Because it received only a few 

column inches of attention, I will not address the determination of “poor.” A comparison of 

definitions in Europe and the U.S. (both official stats and the newer supplemental poverty 

measure) were given,iii  but the information as presented does not significantly alter the broader 

discussion, regardless of how important this definition is. The loose definition of “rich” for the 

sake of the 20-page special report appearing between pages 58 and 61 is telling: 

The Credit Suisse “Global Wealth Report” estimates that there were 24.2m 

[people whose net assets exceed $1m] in mid-2010, about 0.5% of the world’s 

adult population….They control $69.2 trillion in assets, more than a third of the 

global total. Some 41% of them live in the United States, 10% in Japan and 3% in 

China.iv 

The Wealth Gap 

Global Inequality 

 The first article addressing the inequality begins with “the facts.” “Globally, the gap 

between the rich and the poor has actually been narrowing, as poorer countries are growing 

faster.”v No statistics are given here to support this claim that the gap is decreasing; however, in 

a later article the role of China in this assessment becomes clear: 

The most common measure of inequality is the Gini coefficient. A score of zero 

means perfect equality: everyone earns the same. A score of one means that one 

person gets everything….Surprisingly…global inequality has fallen, from 0.66 

in the mid-1980s to 0.61 in the mid-2000s….This is because poorer countries, 

such as China, have grown faster than richer countries.vi 
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 This statistic, while informative, covers over two other “facts.” First, those countries at 

the very bottom of the economic ladder did not proceed to higher rungs as China did. This 

disparity continues and worsens. Second, these statistics also do not tell the whole story of each 

country. For example, China’s inequality actually increased over this time period (see below), 

meaning that not everyone in the country benefitted from the growth. China’s growth could 

improve the world’s Gini while simultaneously experiencing a worsening of its own internal 

Gini. 

National Inequality 

 In contrast to the supposed diminishing world-wide gap, inequality has “risen relentlessly 

in most rich countries even as they have become more meritocratic.”vii Here we see the 

difference between the international assessment (more equal overall, as noted and critiqued 

above) and national (some up, some down, as we will see). 

United States  

Within the U.S., the wealth gap is increasing. “America’s Gini coefficient has risen from 

0.34 in the 1980s to 0.38 in the mid-2000s.”viii  Consider these numbers in a more accessible 

format—percentage of income. 

There was not a single year between 1952 and 1986 in which the richest 1% of 

American households earned more than a tenth of national income. Yet after 

rising steadily since the mid-1980s…in 2007 the income share of the richest 

percentile reached a staggering 18.3%. The last time America was such an 

unequal place was in 1929, when the equivalent figure was 18.4%. The 

similarities in the evolution of income inequality in the years leading up to the 
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Depression and the global economic crisis make for one of the most striking 

parallels between the two episodes.ix 

 

In America…in 1987 the top 1% of taxpayers received 12.3% of all pre-tax 

income. Twenty years later their share, at 23.5%, was nearly twice as large. The 

bottom half’s share fell from 15.6% to 12.2% over the same period.x 

 

In America income inequality began to widen in the 1980s largely because the 

poor fell behind those in the middle. More recently, the shift has been 

overwhelmingly due to a rise in the share of income going to the very top—the 

highest 1% of earners and above—particularly those working in the financial 

sector. Many Americans are seeing their living standards stagnate, but the gap 

between most of them has not changed all that much.xi 

Latin America—Brazil 

In Latin America, long home to the world’s most unequal societies, many 

countries—including the biggest, Brazil [Gini down from 0.59 to 0.55xii]—have 

become a bit more equal, as governments have boosted the incomes of the poor 

with fast growth and an overhaul of public spending to improve the social safety-

net (but not by raising tax rates for the rich).xiii  

Europe—Germany 

 Some rich countries are experiencing increased gaps, even “in places with a reputation 

for being more egalitarian, such as Germany.”xiv “Germany’s [Gini coefficient] has risen from 

0.26 to 0.3.”xv 
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Emerging Economies—China and India 

“The gap between rich and poor has risen in other emerging economies (notably China 

and India).”xvi “China’s [Gini coefficient] has jumped from 0.28 to 0.4.”xvii 

 

In summary, The Economist states that the wealth gap is decreasing globally, but has 

different trends in different countries with some becoming more equal while others less so. 

 

Potential Significance of the Wealth Gap 

 Economists and social thinkers posit that the level of inequality is important for a 

numbers of reasons. Here are three: 

One strand of argument, epitomised by “The Spirit Level [:Why Equality is Better 

for Everyone] ”, a book that caused a stir in Britain, suggests that countries with 

greater disparities of income fare worse on all manner of social indicators, from 

higher murder rates to lower life expectancy. A second thread revisits the 

macroeconomic consequences of income disparities. Several prominent 

economists now reckon that inequality was a root cause of the financial crisis: 

politicians tried to counter the growing gap between rich and poor by encouraging 

poorer folk to take on more credit….A third argument is that inequality perverts 

politics, with Wall Street’s influence in Washington often cited as exhibit A of the 

unhealthy clout of a plutocratic elite.xviii  

 These arguments are not without counter-arguments. For example, the data analysis in 

“The Spirit Level” has been called into question, citing as problems the presence of outliers and 

also the exclusion of nations that do not fit the pattern.xix  
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It is my guess that the average person concerned about the “rich getting richer and the 

poor getting poorer” is not considering these three arguments, at least not phrased in this way. I 

think middle class Americans are saying: “I work hard, and I barely get by, while those Wall St. 

bankers who crashed the economy still get millions of dollars in bonuses. This isn’t fair.” This 

can turn into political energy or revulsion for the middle and lower classes.  

The significance for the poorest of the poor around the world (including those within rich 

countries) is more basic. How am I going to feed my children? How will we pay our medical 

bills? How can my kids ever afford to get an education? All this while the rich buy larger and 

large boats and vacation homes.  

 

A Few Reasons for the Gap 

 The entrepreneurial risk-premium in a context of the free market’s supply and demand is 

generally held as the force leading to increased income (i.e., high risk leads to high yields if one 

supplies what the market demands). Increased productivity is also an important factor. Those 

items aside, the articles in this edition focused more on meritocracy. 

All kinds of talent are rewarded. But the number of people who get rich by 

singing or kicking a ball is tiny compared with the number who become wealthy 

or influential through brainpower. The most lucrative careers, such as law, 

medicine, technology and finance, all require above-average mental skills.xx 

 

Proposed Solutions for the Gap 

 Not surprisingly, market forces are seen as the primary solutions for overcoming 

inequality. “Rather than a sweeping assault on inequality itself, policymakers would do better to 
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take on the market distortions that often lie behind the most galling income gaps, and which also 

impede economic growth.”xxi  

The role of the government is to make space for markets and competition, which does 

include efforts to help poor citizens become more competitive in the meritocracy, for example 

through education. The assumption appears to be that whatever results from fair competition is 

positive for society; meritocracies are just if competition is ensured. The same writer adds: 

policymakers need to differentiate between [the gap’s] causes and focus on ways 

to increase social mobility…. 

At heart, this is a meritocratic process; but not always. Rules and 

institutions are often rigged in ways that limit competition and favour insiders at 

the expense both of growth and equality.xxii 

More specifically, three methods of increasing mobility and reducing inequality are 

suggested. 

First, governments need to keep their focus on pushing up the bottom and middle 

rather than dragging down the top: investing in…education, abolishing rules that 

prevent the able from getting ahead and refocusing government spending on those 

that need it the most….Second, governments should get rid of rigged rules and 

subsidies that favour specifc industries or insiders….In the emerging world there 

should be a far more vigorous assault on monopolies and a renewed commitment 

to reducing global trade barriers—for nothing boosts competition and loosens 

social barriers better than freer commerce.xxiii  
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