
Monitoring Inequality 

Martin Ravallion and Shaohua Chen 
 
 

Inequality is getting more attention in efforts to monitor development progress. 

Alongside established measures of poverty and human development there have been calls for 

monitoring inequality. How should this be done? 

We focus here on just one aspect of inequality, though an important aspect, namely the 

inequality of consumption or income. This is about “inequality of results” not “inequality of 

opportunities,” which may be more important but is much harder to measure. And there are other 

dimensions of inequality that matter, such as inequality in access to health and education 

services.  But this is the obvious place to start. 

If we measure “global inequality” similarly to how we typically measure global poverty 

(such as the World Bank’s “$1 a day” measures) then we would ignore all country borders, 

pooling all residents, and measure the inequality amongst them as if the “globe” was one 

country. This overall inequality measure will naturally depend on the inequality between 

countries as well as that within them. Thus its evolution over time will depend on growth rates in 

poor countries relative to rich ones (roughly speaking), as well as the things happening within 

countries that impact on inequality.  

However, if we want to track the “inequality performance” of developing countries or 

some subset of countries (such as a specific region) then we will probably want to isolate the 

within-country component of inequality. After all, this is what country efforts to reduce 

inequality are focusing on.  

To see why this matters, consider China. Around 1980, China was one of the poorest 

countries in the world. Its subsequent high rates of growth reduced global inequality, and 

inequality in the developing world, and also in the East Asia region.  So we might conclude that 

the countries of East Asia were doing well against inequality. But that would clearly be 

deceptive. Indeed, inequality was rising sharply in China from the early 1980s, and also rising in 
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some other countries in East Asia. This illustrates that the within-country component can evolve 

quite differently to the between-country component. 

How then can we isolate the within-country component for monitoring overall 

inequality? There are many inequality measures, and one can always calculate the average 

inequality index for a group of countries. However, only for a subset of existing inequality 

measures will that average accord with the within-country component of total inequality, 

implying a clean separation of the part we are interested in from the total inequality. Such an 

exact decomposition is known to be impossible for the popular Gini index. However, a less well-

known inequality measure, the mean-log deviation (MLD), offers a practical solution. The MLD 

is simply the difference between the log of the group’s mean consumption and the mean of the 

logs of all the consumptions within that group. This is known to have a number of desirable 

properties, including exact decomposability by population sub-groups. The population-weighted 

MLD gives the contribution of inequality within countries to overall inequality.  

We have just made some calculations of MLD across developing countries using 850 

household surveys back to about 1980. We have used the database of PovcalNet and (when 

relevant) we have used the same methods as for our global poverty measures, including how we 

line up the estimates to specific reference years. (On the methods we use for measuring global 

poverty see our paper here.) The data have their problems, as always. For example, we have 

preferred to use consumption-based distributions, as consumption is expected to provide a better 

indicator of economic welfare than current income. However, incomes are more commonly used 

in some countries, notably in Latin America. Incomes tend to show higher inequality than 

consumption for the same economy.  

Table 1 gives our estimates by region, spanning 1981-2008 at three-yearly intervals. The 

top panel gives total inequality and then we give the breakdown into between and within 

components.  Figure 1 plots total inequality for the developing world as a whole and the 

between-country component.  

We see that there has been a trend decrease in total inequality, though with ups and 

downs, and an increase over 2005-08. However, that pattern has largely been due to inequality 

between countries.   
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    Figure 1: Inequality in the developing world 

  

Figure 2: Evolution of average inequality within countries 

 

The gap between the two lines in Figure 1 is the within-country component, which is 

what we now focus now.  Over the period as a whole, we see that this has risen. This is also 

evident if one takes out China, which has a high weight, and also saw a large increase in 

inequality (Table 1, bottom panel).  The within-country component accounted for less than one 
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third of inequality in the developing world as a whole in 1981, but almost half in 2008. Figure 2 

plots the within-country component by region. 

How then do different regions compare in their inequality performance? Here are a few 

observations from Table 1 and Figure 2: 

 Latin America and the Caribbean (LAC) has persistently been the region with highest 

average inequality within countries. Over 90% of LAC’s inequality is within countries. 

As others have noted, inequality has been falling noticeably in LAC since around 2000.  

 Sub-Saharan Africa (SSA) is the region with the second-highest average inequality, 

though with no clear trend in either direction.  

 South Asia has generally been a region of low inequality in incomes, though rising since 

the early 1990s.  

 East Asia started out as the region with lowest inequality within countries, but has seen a 

steady rise in inequality (side-by-side with a trend reduction in inequality between 

countries).  

 Eastern Europe and Central Asia (EECA) saw a sharp rise in average inequality in the 

1990s (coming with the transition to a market economy) but has seen generally falling 

inequality since then.  

 The Middle East and North Africa (MENA) has seen steadily falling average 

inequality.(Think again if you had thought rising inequality led to the Arab Spring—

though inequalities of opportunity may well have played a role.)  

We welcome feedback on our proposed method for monitoring inequality and on the 

results reported here.  

Further reading on inequality: The 2006 World Development Report, Equity and 

Development, contains a wealth of information and insights, with special emphasis on inequality 

of opportunity. For a good exposition of the various ways inequality can be measured see Branko 

Milanovic’s book, Worlds Apart. For the more technically oriented, Francois Bourguignon’s 

1979 paper provides an elegant treatment of the theoretical properties of MLD.     
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Table 1: Inequality between and within countries by region and year 
 
Total inequality (between+within)  

Region 1981 1984 1987 1990 1993 1996 1999 2002 2005 2008

East Asia and Pacific 0.283 0.234 0.229 0.272 0.313 0.296 0.322 0.349 0.328 0.366

Eastern Europe and Central Asia 0.283 0.274 0.283 0.409 0.340 0.358 0.305 0.281 0.279 0.291

Latin America and the Caribbean 0.636 0.652 0.655 0.657 0.695 0.715 0.713 0.725 0.648 0.609

Middle East and North Africa 0.358 0.379 0.311 0.290 0.292 0.298 0.311 0.333 0.261 0.266

South Asia 0.164 0.173 0.175 0.165 0.166 0.186 0.194 0.191 0.193 0.195

Sub-Saharan Africa 0.503 0.533 0.552 0.552 0.521 0.471 0.475 0.509 0.502 0.531

Total 0.651 0.591 0.569 0.576 0.585 0.540 0.518 0.528 0.520 0.567

Between-country inequality 
East Asia and Pacific 0.158 0.100 0.079 0.093 0.113 0.092 0.104 0.108 0.089 0.110

Eastern Europe and Central Asia 0.155 0.144 0.152 0.151 0.067 0.095 0.089 0.077 0.062 0.066

Latin America and the Caribbean 0.096 0.101 0.090 0.058 0.037 0.051 0.043 0.042 0.045 0.048

Middle East and North Africa 0.101 0.122 0.063 0.054 0.060 0.071 0.081 0.104 0.042 0.052

South Asia 0.008 0.008 0.007 0.010 0.009 0.008 0.012 0.009 0.011 0.014

Sub-Saharan Africa 0.165 0.186 0.176 0.177 0.166 0.140 0.149 0.164 0.141 0.184

Total 0.446 0.378 0.344 0.329 0.325 0.276 0.252 0.250 0.249 0.296

Within-country inequality           
East Asia and Pacific 0.125 0.133 0.150 0.179 0.201 0.204 0.218 0.241 0.238 0.256

China 0.093 0.104 0.127 0.147 0.173 0.171 0.193 0.222 0.212 0.237

Eastern Europe and Central Asia 0.128 0.130 0.131 0.258 0.272 0.263 0.216 0.204 0.217 0.225

Latin America and the Caribbean 0.541 0.551 0.565 0.600 0.658 0.664 0.670 0.683 0.603 0.561

Middle East and North Africa 0.256 0.257 0.249 0.236 0.232 0.227 0.229 0.230 0.219 0.215

South Asia 0.156 0.165 0.168 0.155 0.157 0.178 0.182 0.182 0.182 0.181

Sub-Saharan Africa 0.338 0.347 0.376 0.375 0.355 0.331 0.326 0.345 0.361 0.347

Total 0.205 0.213 0.226 0.247 0.260 0.264 0.266 0.277 0.271 0.271

Total excluding China 0.249 0.256 0.263 0.285 0.292 0.297 0.292 0.296 0.291 0.282
  


