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Two	  Themes 	  	  

•  Inequality	  in	  La)n	  America	  

•  Fiscal	  Policy,	  Redistribu)on	  and	  Poverty	  
Reduc)on	  in	  the	  Developing	  World	  
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Inequality	  in	  La=n	  America	  

In	  the	  1990s:	  
•  Tepid	  growth	  
•  Stable	  and	  high	  inequality	  
In	  the	  2000s:	  
•  Higher	  growth,	  primarily	  in	  commodity	  exporters	  
•  Generalized	  decline	  in	  inequality	  
– High	  growth	  and	  low	  growth	  countries	  
– Governed	  by	  leU	  and	  nonleU	  regimes	  
–  Commodity	  exporters	  and	  commodity	  importers	  
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4	  (Lus)g	  et	  al.,	  2014)	  

0.42 

0.47 

0.52 

0.57 

19
92

 
19

93
 

19
94

 
19

95
 

19
96

 
19

97
 

19
98

 
19

99
 

20
00

 
20

01
 

20
02

 
20

03
 

20
04

 
20

05
 

20
06

 
20

07
 

20
08

 
20

09
 

20
10

 
20

11
 

20
12

 

Latin America: Weighted 
averages of  the Gini coefficient  

(18 countries; 1992-2012) 

HH per capita income 



5	  

-2.64 
-2.08 

-1.68 -1.45 -1.28 -1.00 -0.92 -0.79 -0.74 -0.72 -0.70 -0.58 -0.50 -0.42 -0.40 -0.28 

0.09 
0.61 

-0.86 

2.61 

1.02 0.74 0.69 0.64 

-4.00 

-3.00 

-2.00 

-1.00 

0.00 

1.00 

2.00 

3.00 

N
ic

ar
ag

u
a 

B
o

liv
ia

 

E
cu

ad
o

r 

E
l 
S
al

va
d
o

r 

A
rg

en
ti

n
a 

B
ra

zi
l 
 

P
er

u
 

D
o

m
. 
R

ep
. 

P
an

am
a 

 

C
h

ile
 

M
ex

ic
o

 

U
ru

gu
ay

 

C
o

lo
m

b
ia

 

G
u
at

em
al

a 

P
ar

ag
u
ay

 

V
en

ez
u
el

a 

C
o

st
a 

R
ic

a 

H
o

n
d
u
ra

s 

L
A

C
-1

8
 

In
d
o

n
es

ia
 

S
o

u
th

 A
fr

ic
a 

C
h

in
a 

R
u
ss

ia
 

U
S
A

 

Latin America: Yearly Change in Gini 
Coefficient (circa 2000 - circa 2013) 

(Lus)g	  et	  al.,	  2014)	  



WHY?	  
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Zooming	  in 	  	  

Brazil	  
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Brazil:	  Wage	  Inequality	  of	  All	  Workers	  

Gini	  Coefficient	  of	  Hourly	  Wages	  
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Brazil:	  Decline	  in	  real	  wages	  for	  
workers	  with	  ter=ary	  educa=on	  
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Fig.10: RIF Decomposition: 2002-2011 Male
Brazil:	  Human	  
Capital	  
(2002-‐2011)	  

• Wage	  
Structure	  
Effect	  
	  =>	  Equalizing	  

• Composi)on	  
Effect	  
=>Slightly	  
Unequalizing	  	  

Wang,	  Yang.	  2013.	  “Decomposing	  the	  Changes	  in	  Male	  Wage	  Distribu)on	  in	  Brazil.”	  Tulane	  University,	  Ph.D.	  field	  paper	  



Brazil:	  Rising	  minimum	  wage	  

13	  

200

250

300

350

400

M
ini

m
um

 W
ag

e 
in 

20
02

 R
ea

is

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Fig.13: Minimum Wage in Reais: 2002 Price

Wang,	  Yang.	  2013.	  “Decomposing	  the	  Changes	  in	  Male	  Wage	  Distribu)on	  in	  Brazil.”	  Tulane	  University,	  Ph.D.	  field	  paper	  



14	  
Wang,	  Yang.	  2013.	  “Decomposing	  the	  Changes	  in	  Male	  Wage	  Distribu)on	  in	  Brazil.”	  Tulane	  University,	  Ph.D.	  field	  paper	  

Brazil:	  Decline	  in	  
skill	  premium	  	  
coincides	  with	  the	  
expansion	  of	  the	  	  
rela)ve	  supply	  of	  
workers	  with	  
ter)ary	  educa)on	  



Zooming	  in 	  	  

Mexico	  
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Mexico:	  Decline	  in	  Wage	  Inequality	  
(Gini)	  
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Campos,	  Lopez-‐Calva	  and	  Lus)g	  “Declining	  wages	  for	  college-‐educated	  workers	  in	  Mexico:	  	  
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Mexico:	  Wages	  by	  Educa)on	  Level	  
	  Difference	  in	  Log	  Hourly	  Wage.	  Base	  Period	  2008:1	  	  
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Mexico:	  Average	  Monthly	  Earnings	  for	  
College-‐Educated	  Workers	  
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Mexico:	  Human	  
Capital	  
(1996-‐2010):	  

• Wage	  
Structure	  
Effect	  
	  =>	  Equalizing	  

• Endowment	  
Effect	  
=>Slightly	  
Unequalizing	  	  



Real Minimum Wage and Unionization: 1988-2010 
A. Real Minimum Wage Index (December 

2010=100) 
B. Unionization Rate 
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In	  contrast	  to	  Brazil,	  in	  Mexico	  minimum	  wages	  did	  not	  	  
increase	  at	  all…	  
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Sources:	  	  :	  for	  US	  and	  for	  CEQ	  countries	  see	  Lus)g	  (2014)	  and	  references	  at	  the	  end;	  for	  Europe	  :	  EUROMOD	  for	  EU,Higgins	  et	  al.	  (2014)	  f	  
Note:	  in	  these	  calcula)ons	  contributory	  pensions	  are	  part	  of	  market	  income	  and	  NOT	  treated	  as	  a	  government	  transfer.	  
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However,paradox	  disappears	  once	  one	  
disaggregates	  into	  Europe	  and	  US	  
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Sources:	  	  Lus)g	  (2014)	  and	  references	  at	  the	  end.	  	  
Note:	  in	  these	  calcula)ons	  contributory	  pensions	  are	  part	  of	  market	  income	  and	  NOT	  treated	  as	  a	  government	  transfer.	  
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And	  also,	  …	  
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Results	  sustained	  even	  when	  one	  adds	  
	  indirect	  taxes	  

South	  Africa	  
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Direct	  Transfers	  (net	  of	  direct	  taxes)	  	  
reduce	  poverty	  (except	  in	  Ethiopia)	  



Indirect	  Taxes	  increase	  poverty	  over	  and	  
above	  market	  income	  poverty	  in	  several	  

countries	  
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CEQ	  Teams	  	  
(Year	  of	  Survey;	  C=consump=on	  &	  I=income)(MWB	  Version)	  

1.   Argen=na	  (2009,	  I):	  Nora	  Lus)g	  and	  Carola	  Pessino	  (CEQ	  Web	  Dec	  2013)	  Public	  Finance	  Review,	  May	  2014,	  
Volume	  42,	  Issue	  3	  

2.   Armenia	  (2011;	  I):	  	  Stephen	  Younger	  and	  Artsvi	  Khachatryan	  (May	  31,	  2014;	  paper)	  
3.   Bolivia	  (2009;	  I):	  Veronica	  Paz	  Arauco,	  George	  Gray-‐Molina,	  Wilson	  Jimenez	  and	  Ernesto	  Yañez	  (CEQ	  Web	  

Dec	  2013)	  Public	  Finance	  Review,	  May	  2014,	  Volume	  42,	  Issue	  3	  
4.   Brazil	  (2009;	  I):	  Sean	  Higgins	  and	  Claudiney	  Pereira	  (CEQ	  Web	  Dec	  2013)	  Public	  Finance	  Review,	  May	  2014,	  

Volume	  42,	  Issue	  3	  
5.   Chile	  (2009,	  I):	  Jaime	  Ruiz-‐Tagle	  and	  Dante	  Contreras	  (Oct.	  25,	  2014)	  
6.   Colombia	  (2010,	  I):	  	  Marcela	  	  Melendez,	  Nora	  Lus=g	  and	  Valen=na	  Mar=nez	  (May	  	  2014)	  
7.   Costa	  Rica	  (2010;	  I):	  Pablo	  Sauma	  and	  Juan	  Diego	  Trejos	  (February	  2014;	  paper)	  	  
8.   El	  Salvador	  (2011;	  I):	  Margarita	  Beneke,	  Nora	  Lus)g	  and	  Jose	  Andres	  Oliva	  (March	  11,	  2014)	  
9.   Ethiopia	  (2010/11;	  C):	  Ruth	  Hill,	  EyasuTsehaye,	  Tassew	  Woldehanna	  (Sept.	  28,	  2014)	  
10.   Guatemala	  (2011;	  I):	  Maynor	  Cabrera,	  Nora	  Lus)g	  and	  Hilcias	  E.	  Moran	  (August	  27,	  2014)	  	  
10  Indonesia	  (2012;	  C)	  :	  Jon	  Jellema	  and	  Maphew	  Wai-‐Poi	  (Sept.	  9,	  2014)	  
11  Jordan	  (2010;	  C)	  :	  Morad	  Abdel-‐Halim,	  Shamma	  Adeeb	  Alam,	  Yusuf	  Mansur,	  Umar	  Serajuddin,	  Paolo	  

Verme	  (May	  16,	  2014)	  
12  Mexico	  (2010;	  I):	  John	  Scop	  (CEQ	  Web	  Dec	  2013)	  Public	  Finance	  Review,	  May	  2014,	  Volume	  42,	  Issue	  3	  
13  Peru	  (2009;	  I):	  Miguel	  Jaramillo	  (CEQ	  Web	  Dec	  2013)	  Public	  Finance	  Review,	  May	  2014,	  Volume	  42,	  Issue	  3	  
14  South	  Africa	  (2010;	  I):	  Ingrid	  Woolard,	  Precious	  Zikhali,	  Mashekwa	  Maboshe,	  Jon	  Jellema	  (Aug.	  	  25,	  2014)	  
15  Sri	  Lanka	  (2009/10;	  C):	  Nisha	  Aruna)lake,	  Gabriela	  Inchauste	  and	  Nora	  Lus)g	  (April	  8,	  2014;	  paper)	  
16  United	  States	  (2011;	  I):	  Sean	  Higgins,	  Nora	  Lus)g,	  Whitney	  Ruble	  and	  Timothy	  Smeeding	  	  (paper	  Oct.	  

2014)	  
17  Uruguay	  (2009;	  I):	  Marisa	  Bucheli,	  Nora	  Lus)g,	  Maximo	  Rossi	  and	  Florencia	  Amabile	  (CEQ	  Web	  Dec	  2013)	  

Public	  Finance	  Review,	  May	  2014,	  Volume	  42,	  Issue	  3	  
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