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done quite well. But in many countries incomes

remain far lower than in the past (figure 1.8).

Income inequality within countries. The

amount of growth required to reduce poverty

depends on a country’s level of inequality—the

more unequal is the distribution of income, the

fewer are the benefits of growth to poor people.

Studies of inequality trends within countries

suffer from a lack of reliable, comparable data

(see box 1.1). The limited available evidence in-

dicates that worldwide, within-country income

inequality has been increasing for the past 30

years.36 Among the 73 countries with data (and

80% of the world’s people), 48 have seen in-

equality increase since the 1950s, 16 have ex-

perienced no change and only 9—with just 4%

of the world’s people—have seen inequality

fall.37 The increase in inequality has impeded

poverty reduction. Given current inequality lev-

els, most countries are not growing fast enough

to meet the poverty target. Thus efforts must

focus on making growth more pro-poor.38

Inequalities beyond income. This Report’s

human development index (HDI), when calcu-

lated for regions and for groups within countries,

can provide summary information on inequali-

ties in several aspects of human development

within countries (feature 1.2). This information

can spotlight stark contrasts that in many coun-

tries have fuelled national debates and helped pol-

icy-makers assess differences in human devel-

opment between regions, between rural and

urban areas and between ethnic and income

groups. In South Africa in 1996 the HDI for the

Northern Province was just 0.531, compared

with 0.712 for Gauteng.39 In Guatemala in 1998

the rural HDI, at 0.536, was well below the

urban HDI, at 0.672.40 In 1996 the HDI for

“untouchables” in Nepal, at 0.239, was almost

half that for Brahmins, at 0.439.41

Another way to look at the distribution of

human development achievements within coun-

tries is to estimate the human poverty index

(HPI), a measure introduced in Human De-
velopment Report 1997 to go beyond income

and consider poverty in the same multiple di-

mensions as the HDI: health, education and a

decent standard of living. The United Repub-

lic of Tanzania and Uganda, for example, have

similar HDI rankings (151 and 150), but Uganda

has higher human poverty (figure 1.9; indicator

table 3). 

Poverty is not just an issue for developing

countries (box 1.2). The HPI-2, calculated for

certain countries that belong to the Organisa-

tion for Economic Co-operation and Develop-

ment (OECD), can be particularly revealing

(see feature 1.2). Its focus on deprivations dif-
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Varying performance within
regions

Even the poorest people in rich countries generally have

much higher incomes than poor people in developing

countries—but they still suffer severe deprivation.

The reason? As a country gets richer, its inhabitants

require more expensive goods and services to take

part in normal life. Children may be unable to join in

classroom conversations if their parents do not own a

television; a construction worker may be unable to get

work without a car. Such goods, once luxuries, become

necessities as they proliferate throughout society. So,

even in a rich country with no absolute income poverty,

relative income poverty may lead to absolute poverty

in important dimensions of human development—

such as education, self-respect or the ability to get de-

cent work.

OECD countries have increased their incomes

over the past two decades, but most have seen ris-

ing income inequality—most consistently and dra-

matically in the United Kingdom and the United

States. Between 1979 and 1997 U.S. real GDP per

capita grew 38%, but the income of a family with me-

dian earnings grew only 9%. So most of the gain was

captured by the very richest people, with the incomes

of the richest 1% of families growing 140%, three

times the average. The income of the top 1% of

families was 10 times that of the median family in

1979—and 23 times in 1997.  

Canada and Denmark have bucked the OECD

trend, registering stable or slightly reduced inequal-

ity. This was achieved primarily through fiscal policy

and social transfers—indicating that with political

will, nothing is inevitable about inequality increasing

with rising incomes.

BOX 1.2

Poverty’s relative

Source: Smeeding and Grodner 2000; Atkinson 1999; Human Development Report Office calculations based on World Bank 2001e; Krugman 2002.


