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In the United States and other developed 
countries, economic inequality is finally 
receiving the attention it deserves. But 
inequality can be measured in many 
different ways, and when measured 
incorrectly, it can hinder efforts to make 
good policy choices. As author Thomas 
Piketty clarified (Piketty 2015) after the 
publication of his highly influential book, 
Capital in the 21st Century, determinants 
beyond capital accumulation affect trends 
in inequality, such as political shocks, 
institutional changes, and economic 
development. Thus, it is important to take 
history into account when assessing the 
evolution of inequality within a country. 
Clearly, not all regions have experienced the 
same trends in income inequality over time.

LATIN AMERICA’S APPARENT DECLINE 
IN INEQUALITY

Studies by the Economic Commission for 
Latin America and the Caribbean (ECLAC) 
and the Brookings Institution (ECLAC 2010, 
2012, and 2014; López-Calva and Lustig 2010) 
show that in Latin America—historically one 
of the most unequal regions in the world in 
terms of income—gaps in inequality have 
become smaller since 2000. One factor that 
is believed to have influenced this outcome is 
the global commodity boom, which opened 
opportunities for Latin American countries 
to export their products to new markets. 
In particular, the rising global demand for 
certain agricultural products that many 
Latin American nations have a competitive 

advantage in producing fostered economic 
growth and, at the same time, reduced 
poverty levels.
 Major political shifts have also 
contributed to Latin America’s apparent 
decline in inequality. The rise of the so-called 

“New Left” in some of the region’s countries 
opened the door for governments to make 
social development a priority. However, 
left-wing governments are not a necessary 
condition for poverty and inequality 
reduction. In Venezuela, for example, the 
socialist experiment has not yielded robust 
results in poverty reduction, and there has 
even been deterioration in the country’s 
biological standard of living. On the other 
hand, Mexico—which is not a party to the 
rise of the New Left—has maintained its 
emphasis on social development and poverty 
alleviation for over two decades. The results 
of these efforts may not be enough to reduce 
inequality, but they have been sustained 
despite political alternation between the 
parties in power. 
 It is laudable that in the midst of a global 
tendency to adopt neoliberal free market 
policies that challenge the existence of a 
welfare state, Latin American nations have 
maintained their commitment to prioritize 
social policy. Whether or not a state should 
be committed to improving the living 
standards of its citizens is not a subject of 
debate in the region, as it is in some Western 
nations. The debates instead center on the 
results of the policies and how they can 
be improved. As the New Left is no longer 
new and seems to have lost momentum in 

It is laudable that in 
the midst of a global 
tendency to adopt 
neoliberal free market 
policies that challenge 
the existence of a 
welfare state, Latin 
American nations 
have maintained 
their commitment to 
prioritize social policy.

http://bakerinstitute.org
https://www.bakerinstitute.org/experts/moramay-lopez-alonso/


2

RICE UNIVERSITY’S BAKER INSTITUTE FOR PUBLIC POLICY // ISSUE BRIEF // 08.31.17

income of the upper strata of the population, 
which would indicate that this income 
inequality decline was not real or that it may 
not be a long-lasting phenomenon; after all 
inequality can be assessed if examined in 
a long-term perspective. This would mean 
that Latin American elites accumulated 
more wealth than the statistics and surveys 
originally showed, and therefore inequality 
was not actually reduced (Sánchez-Ancochea 
2016). It could also mean that the commodity 
boom drove certain indicators to show that 
inequality was reduced (Andersson and 
Palacio 2016). 
 Policies can lead to questionable 
outcomes when the measure of success 
fails to take into account the whole picture. 
For instance, Mexico developed an effective 
poverty alleviation program, Prospera 
(previously known as Pronasol, Progresa, 
and Oportunidades), that has improved the 
living standards of those it has served. It 
consists of offering mothers conditional 
cash transfers in exchange for sending their 
children to school and making regular visits 
to health clinics. Despite the program’s 
success and international recognition, it 
cannot guarantee that these children will 
have jobs once they reach a working age. 
It is not effective enough to reverse the 
poverty and inequality that continue to be at 
the root of social problems such as violence 
and organized crime. 
 Prospera and its earlier versions 
have been constantly evolving to better 
serve their beneficiaries, but they are 
insufficient. Looking at the evolution of 
poverty and inequality throughout Mexico’s 
economic history, this does not come as a 
surprise. We can infer explanations for the 
disappointing efforts to reduce inequality 
by considering all the factors that have 
prevented Mexico’s economy from growing 
at a faster pace. These factors include the 
country’s demographic dynamics, such as 
rapid urbanization, high fertility rates, and 
low levels of education among lower-income 
groups; domestic economic challenges like 
the pending implementation of structural 
reforms in the energy, education, and the 
fiscal sectors; and external factors such 
as the decline in world oil prices and the 
changing fortunes of the U.S. economy, 

the past couple of years, and with the end 
of the commodity boom, the hope remains 
that policymakers in the region will not lose 
interest in their social agendas.

MEASURING INEQUALITY 

Inequality is a multidimensional indicator, 
and in measuring it we should not only 
consider the factors being examined, but also 
how, when, and where they are measured 
in order for the metrics to be relevant. A 
nation can have low economic growth or 
low levels of income per capita and yet its 
population may have access to optimal 
education, as well as sufficient nutrition and 
health services and therefore enjoy good 
standards of living. For example, a country 
with a low per-capita income such as 
Cuba can rank high in human development 
indicators. After decades under a U.S. trade 
embargo, Cubans may have fewer material 
possessions but they are healthier and better 
educated (UN Human Development Report 
2016) than many citizens of other nations in 
the Western Hemisphere. The Cuban case 
successfully illustrates how the biological 
well-being, i.e., good health and adequate 
nutrition, of a population can improve even 
under challenging economic circumstances. 
This case also provides food for thought on 
the potential results of structural change on 
biological well-being in Cuba, as the country 
opens its economy to U.S. investments.
That said, the case of Cuba cannot be 
included in the same category of analysis 
as other Latin American economies, given 
its unusual economic circumstances linked 
to the U.S. embargo and U.S. foreign policy 
(Pérez Jr. 2015).
 Reports by various international 
organizations offer additional potential 
explanations for Latin America’s decline 
in inequality since the early 2000s. These 
reasons include more effective poverty 
alleviation policies, the rise in the number 
of people with a post-secondary education 
entering the labor force, and profits from the 
commodity boom that have been allocated 
to social development programs that improve 
living standards. Still, it is too soon to know 
if the results of these studies were actually 
driven by an incorrect measurement of the 
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to which the Mexican economy is closely 
attached. Mexico’s disappointing results 
in poverty reduction should shed light on 
the magnitude of the social problem and 
encourage a social policy agenda that 
adequately addresses this issue. Mexico is 
changing rapidly, and the nature of income 
inequality in the country is changing, too.
 

FORMS OF INEQUALITY

There is a need to specify the different forms 
of inequality as well as what they mean for a 
given society. Trends in inequality could be 
taken as cautionary tales. In the United States, 
the extent to which the government should 
be responsible for providing health care or 
welfare services to the population at large 
has been an ongoing debate for decades. 
Economic historian John Komlos has shown 
that over the course of the 20th century, 
the American population went through a 
metamorphosis from being the tallest in the 
world to being among the most overweight. 
In spite of their high income per capita, 
Americans today are far from achieving their 
highest biological standard of living. Over 
time, the U.S. population has become more 
affluent, but their quality of life in terms of 
health, longevity, and height has stagnated. 
This transformation can be attributed to the 
result of rising social inequality, an inferior 
health care system, and fewer networks 
of social assistance to prevent people from 
falling into poverty when they lose their jobs 
or get sick while they lack health insurance 
compared to Western European countries.
 It is important to keep measuring the 
evolution of inequality in Latin America 
and perfecting methods for conducting 
surveys and gathering statistics, which are 
relevant in assessing short-term variations 
and long-term changes. It is necessary to 
have a plan that addresses more immediate 
concerns without losing sight of the fact 
that the causes of inequality are better 
understood from a long-term perspective. It 
is no accident that development economists 
consider Angus Maddison’s statistics as a 
valuable reference source. It would be a 
mistake to lose sight of the evolution of 
living standards in the long term, since the 
study of the longue durée sheds light on 

determinants of well-being that have long-
lasting consequences, such as adequate 
nutrition and health services for children. 
To fully understand trends and causes of 
income inequality, we should be familiar 
with the evolution of living standards in Latin 
America in order to have a better handle on 
the similarities and differences across each 
national experience, given the great diversity 
in the region. 
 

CONCLUSION

As Latin American economies begin to 
revise their welfare and social development 
policies, they should pay attention to the U.S. 
experience with inequality to avoid replicating 
America’s mistakes. Latin American countries 
may need structural reforms to foster 
economic growth, since the commodity boom 
of the past two decades has ended. However, 
it is key to keep in mind the potential social 
costs of these reforms, which often increase 
over time and create challenges to the well-
being of a nation’s population. To this day, 
it is not clear that free-market policies like 
those in the U.S. are conducive to creating 
more equal societies, or that they enhance 
the standard of living of their populations. 
Moreover, even if the decline in inequality 
in the Latin American region were to be 
confirmed, as Giovanni Andrea Cornia asserts, 
it cannot be further reduced if the nations in 
the region do not address some structural 
biases such as the absence of an industrial 
policy, low savings, and dependence on 
foreign capital remain unaddressed.
 While it is important to have standard 
measurements of current trends in inequality 
to assess short-term variations and to draw 
international comparisons of global trends, it 
is also important not to lose sight of inequality 
as a process that should also be examined 
from a long-term perspective, and the 
fact that this process is the result of social, 
political, and cultural, as well as economic, 
changes. Economists and policymakers 
could enrich their studies by incorporating 
historical research findings into their analysis. 
Fortunately, policymakers in Latin America 
thus far have not discounted the importance 
of the lessons that can be learned from 
history and applied to understand the present.

It is important to 
keep measuring the 
evolution of inequality 
in Latin America and 
perfecting methods 
for conducting surveys 
and gathering statistics, 
which are relevant in 
assessing short-term 
variations and long-
term changes. 



4

RICE UNIVERSITY’S BAKER INSTITUTE FOR PUBLIC POLICY // ISSUE BRIEF // 08.31.17

López-Calva, Luis-Felipe, and Nora Claudia 
Lustig, eds. 2010. Declining Inequality 
in Latin America: A Decade of Progress? 
Washington, D.C.: Brookings Institution 
Press.

Maddison, Angus. 2006. The World 
Economy. 2 vols. Paris: OECD Publishing.

Pérez Jr., Louis A. 2015. Cuba: Between 
Reform and Revolution, 5th ed. Oxford, 
United Kingdom: Oxford University Press.

Piketty, Thomas. 2015. “About Capital in the 
Twenty-First Century.” http://piketty.
pse.ens.fr/files/Piketty2015AER.pdf.

Sánchez-Ancochea, Diego. 2016. “La 
economía política de la desigualdad en el 
nivel más alto de Chile contemporáneo.” 
In La Fractura: Pasado y presente 
de la búsqueda de equidad social en 
América Latina, edited by Luis Bértola 
and Jeffrey Williamson, translated by 
María Inés Castelluccio, Nora Terradillos, 
and María Inés Abalos. Buenos Aires, 
Argentina: Fondo de Cultura Económica 
de Argentina.

Ocampo, José Antonio, and Jaime Ros. The 
Oxford Handbook of Latin American 
Economics. Oxford, United Kingdom: 
Oxford University Press, 2011.

United Nations Human Development 
Programme. 2016. Human Development 
Report 2016. New York: United Nations 
Human Development Programme. 
http://hdr.undp.org/en/2016-report.

Yaschine, Iliana. 2015. ¿Oportunidades? 
Política social y movilidad 
intergeneracional en México. Mexico 
City: Colegio de México.

AUTHOR

Moramay López-Alonso, Ph.D., is a Rice 
faculty scholar for the Baker Institute Latin 
America Initiative and an associate professor 
of history and adjunct associate professor of 
economics at Rice University.

ENDNOTES

Andersson, Martin and Andrés Palacio. 2016. 
“Cambio estructural y disminución de 
la desigualdad del ingreso en América 
Latina. Desarrollo agrícola, dualidad 
intersectorial y curva de Kuznets.” In 
La fractura: Pasado y presente de la 
búsqueda de equidad social en América 
Latina, edited by Luis Bértola and Jeffrey 
Williamson, 549-79. Buenos Aires, 
Argentina: Fondo de Cultura Económica 
de Argentina.

Bértola, Luis, and Jeffrey Williamson, eds. 
2016. La fractura: Pasado y presente 
de la búsqueda de equidad social en 
América Latina. Translated by María 
Inés Castelluccio, Nora Terradillos, 
and María Inés Abalos. Buenos Aires, 
Argentina: Fondo de Cultura Económica 
de Argentina.

Bértola, Luis, and José Antonio Ocampo. 
2012. The Economic Development of 
Latin America since Independence, first 
edition. Oxford: Oxford University Press.

ECLAC. 2010. Time for Equality: Closing Gaps, 
Opening Trails. Santiago de Chile: CEPAL.

______. 2012. Structural Change for Equality: 
An Integrated Approach to Development. 
Santiago de Chile: CEPAL.

______. 2014. Compacts for Equality: Toward 
a Sustainable Future. Santiago de Chile: 
CEPAL.

Cornia, Giovanni Andrea, ed. 2014. Falling 
Inequality in Latin America: Policy 
Changes and Lessons. Oxford, United 
Kingdom: Oxford University Press.

Esquivel, Gerardo. 2015. Desigualdad 
extrema en México: Concentración del 
poder económico y político. Mexico City: 
Oxfam México.

Komlos, John, and Marieluise Baur. 2003. 
“From the Tallest to (One of) the Fattest: 
The Enigmatic Fate of the American 
Population in the 20th Century.” 
Munich Discussion Paper No. 2003-19, 
Department of Economics, University of 
Munich, Munich, Germany. http://epub.
ub.uni-muenchen.de/76/. 

López-Alonso, Moramay. 2012. Measuring 
Up: A History of Living Standards in 
Mexico, 1850-1950. Stanford, California: 
Stanford University Press.

See more issue briefs at:
www.bakerinstitute.org/issue-briefs

This publication was written by a 
researcher (or researchers) who 
participated in a Baker Institute project. 
Wherever feasible, this research is 
reviewed by outside experts before it is 
released. However, the views expressed 
herein are those of the individual 
author(s), and do not necessarily 
represent the views of Rice University’s 
Baker Institute for Public Policy.

© 2017 Rice University’s Baker Institute 
for Public Policy 

This material may be quoted or 
reproduced without prior permission, 
provided appropriate credit is given to 
the author and Rice University’s Baker 
Institute for Public Policy.

Cite as:
López-Alonso, Moramay. 2017. 
Measuring Inequality and Assessing
Its Relevance in Latin America. Issue 
brief no. 08.31.17. Rice University’s 
Baker Institute for Public Policy, 
Houston, Texas.

http://piketty.pse.ens.fr/files/Piketty2015AER.pdf
http://piketty.pse.ens.fr/files/Piketty2015AER.pdf
http://hdr.undp.org/en/2016-report
https://www.bakerinstitute.org/experts/moramay-lopez-alonso/
http://bakerinstitute.org/the-latin-america-initiative-program/
http://bakerinstitute.org/the-latin-america-initiative-program/
http://epub.ub.uni-muenchen.de/76/
http://epub.ub.uni-muenchen.de/76/
http://www.bakerinstitute.org/issue-briefs
http://bakerinstitute.org/the-latin-america-initiative-program/

