
SOCIETY AT A GLANCE 2014: OECD SOCIAL INDICATORS © OECD 2014110

5. EQUITY INDICATORS

Income inequality

Income inequality is an indicator of how material
resources are distributed across society. Some people
consider that high levels of income inequality are morally
undesirable. Others regard income inequality as harmful
for instrumental reasons – seeing it as causing conflict, lim-
iting co-operation or creating psychological and physical
health stresses (Wilkinson and Pickett, 2009). Often the
policy concern is focussed more on the direction of change
of inequality, rather than its level.

Income inequality varied considerably across the OECD
countries in 2010 (Figure 5.1, Panel A). The Gini coefficient
ranges from 0.24 in Iceland to approximately twice
that value in Chile and Mexico. The Nordic and central
European countries have the lowest inequality in dispos-
able income while inequality is high in Chile, Israel,
Mexico, Turkey and the United States. Alternative indica-
tors of income inequality suggest similar rankings. The gap
between the average income of the richest and the poorest
10% of the population was almost 10 to 1 on average across
OECD countries in 2010, ranging from 5 to 1 in Denmark,
Iceland and Slovenia to almost six times larger (29 to 1) in
Mexico.

Keeping measurement-related differences in mind, emerg-
ing countries have higher levels of income inequality than
OECD countries, particularly in Brazil and South Africa.
Comparable data from the early 1990s suggest that
inequality increased in Asia, decreased in Latin America
and remained very high in South Africa.

The distribution of income from work and capital (market
income, pre-taxes and transfers) widened considerably
during the first phase of the crisis. Between 2007 and 2010,
market income inequality rose by 1 percentage point or
more in 18 OECD countries (markers in Figure 5.1,
Panel B). The increase was particularly large in Estonia,
Greece, Ireland, Japan and Spain, but also in France and
Slovenia. On the other hand, market income inequality fell
in Poland and, to a smaller extent, in the Netherlands.

The distribution of income that households “take home”
(disposable income, post-taxes and transfers) remained
unchanged on average, due to the effect of cash public
transfers and personal taxes. Between 2007 and 2010, the
Gini coefficient for disposable income remained broadly
stable in most OECD countries (bars in Figure 5.1, Panel B).
It fell the most in Iceland, New Zealand, Poland and
Portugal, and increased the most in France, the Slovak
Republic, Spain and Sweden. Overall, the welfare state pre-
vented inequality from going from bad to worse during the
first phase of the crisis.

Income inequality increased especially at the top of the dis-
tribution: the share of pre-tax income of the top 1% earners
more than doubled their share from 1985 to 2010 in the
United Kingdom and the United States (Figure 5.2). In
Spain and Sweden, the data show a clear upward trend
albeit less marked than in English-speaking countries. The
upward tendency is also less marked in France, Japan and
most continental European countries. Overall, the eco-
nomic 2007/08 crisis has brought about a fall in top income
shares in many countries, but this fall appears to be of a
temporary nature.

Further reading
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OECD Publishing, Paris, http://dx.doi.org/10.1787/
9789264119536-en.
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Figure notes

Figure 5.1: Gini coefficients refer to 2009 for Hungary, Japan, New Zealand
and Turkey, and 2011 for Chile instead of 2010, and to 2006 for Chile
and Japan, 2008 for Australia, Finland, France, Germany, Israel, Mexico,
New Zealand, Norway, Sweden and the United States instead of 2007.
Data for Switzerland are not available for 2007. Latest data for key
partners are for 2008/09. Gini coefficients are based on equivalised
incomes for OECD countries and the Russian Federation and per
capita incomes for all key partners except India and Indonesia for
which per capita consumption was used.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Definition and measurement

The main indicator of income distribution used is the
Gini coefficient. Values of the Gini coefficient range
from 0 in the case of “perfect equality” (each person
receives the same income) and 1 in the case of “perfect
inequality” (all income goes to the person with the
highest income). Measures of income inequality can be
based on people’s household disposable income – post-
taxes and social transfers – or on people’s household
market income – pre-taxes and transfers (for more
details, see “Definition and measurement” in the indi-
cator on “Household income” in Chapter 3). Gini coef-
ficients are based on equivalised incomes for OECD
countries and the Russian Federation, on per capita
incomes for all key partners except India and Indone-
sia for which per capita consumption was used.

An alternative indicator is the S90/S10 income decile
share, corresponding to the gap between the average
incomes of the richest and the poorest 10% of the pop-
ulation, also based on equivalised disposable income.

Data are from the OECD Income Distribution Database
available at www.oecd.org/social/income-distribution-
database.htm.

The shares of “pre-tax” income going to the top 1%
earners are from the World Top Incomes Database avail-
able at http://topincomes.g-mond.parisschoolofeconomics.eu.

http://www.oecd.org/social/income-distribution-database.htm
http://www.oecd.org/social/income-distribution-database.htm
http://topincomes.g-mond.parisschoolofeconomics.eu/
http://www.oecd.org/social/inequality.htm
http://www.oecd.org/social/inequality.htm
http://dx.doi.org/10.1787/9789264119536-en
http://dx.doi.org/10.1787/9789264119536-en
http://dx.doi.org/10.1787/888932315602
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5.1. Large differences in levels of income inequality and market income inequality rose considerably
during the first years of the crisis
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Panel A. Gini coefficient of household disposable income
and gap between richest and poorest 10% in 2010

Panel B. Percentage point change in the Gini coefficient at disposable
and market incomes between 2007 and 2010

Disposable income inequality
S90/S10 income decile share (bottom scale)
Gini coefficient (, top scale)
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5.2. Top 1% income share differs widely over time and across OECD countries
Share of pre-tax income going to top 1% earners

Source: OECD Income Distribution Database (www.oecd.org/social/inequality.htm), except top 1% income shares from World Top Incomes Database.
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