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EVANGELII GAUDIUM

The economy and the distribution of income

202.  The need to resolve the structural causes
of poverty cannot be delayed, not only for the
pragmatic reason of its urgency for the good
order of society, but because society needs
to be cured of a sickness which 1s weakening
and frustrating it, and which can only lead to
new crises. Welfare projects, which meet cer-
tain urgent needs, should be considered merely
temporary responses. As long as the problems
ot the poor are not radically resolved by rejecting
the absolute autonomy of markets and financial

speculation and by attacking the structural causes
of inequality,”” no solution will be found for the
world’s problems or, for that matter, to any prob-

lems. Inequality 1s the root of social ills.
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EVANGELII GAUDIUM

204.  We can no longer trust in the unseen forc-
es and the invisible hand of the market. Growth
in justice requires more than economic growth,
while presupposing such growth: it requires de-

cisions, programmes, mechanisms and process-
es specifically geared to a better distribution of
income, the creation of sources of employment
and an integral promotion of the poor which
goes beyond a simple welfare mentality. I am far
from proposing an irresponsible populism, but
the economy can no longer turn to remedies that
are a new poison, such as attempting to increase
profits by reducing the work force and thereby
adding to the ranks of the excluded.
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Income Inequality has been increasing within
countries but decreasing across countries

Overall income inequality? Share of income accruing to top 1%?  Global income distribution over time
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L Pareto coefficients; a higher coefficient means higher inequality. 2 Excluding capital gains. 3 Simple average of the economies
listed. # Australia, Canada, France, Germany, Ireland, Italy, Japan, New Zealand, Norway, Sweden, Switzerland, the United Kingdom and the
United States. > Argentina, India, Korea, Malaysia, Singapore and South Africa. © Annual income, in PPP-adjusted 2005 US dollars and in
natural logarithms.

Sources: Alvaredo et al (2015); Lakner and Milanovic (2013).

BIS, Quarterly Review, March 2016
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Redistribution decreases income inequality but does
not affect trends

Gini coefficient, in per cent! Graph B

Advanced economies? Asia3 Latin America®
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Before (after) redistribution indicates income pre (post)-tax and pre (post)-transfers.

1 Simple average of the economies listed. 2 Australia, Canada, Denmark, France, Germany, Ireland, Italy, Japan, the Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland, the United Kingdom and the United States. 3 China, India, Indonesia, Korea, Malaysia and
Singapore. “ Argentina, Brazil, Colombia and Mexico.

Source: Solt (2014).
BIS, Quarterly Review, March 2016
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Financial inclusion indicators 2011

Share of adults who had an account at a formal financial institution, in per cent

Graph 1
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! World Bank definitions. ? Average of all countries in region weighted by population in 2011; based on population estimates and

definitions of geographical areas from the United Nations.

Sources: United Nations; World Bank, Global Financial Inclusion Database; BIS calculations.

BIS, Quarterly Review, March 2015
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Financial inclusion indicators 2011

By level of income!

Graph 2

Share of adults who saved at a formal financial
institution during the past 12 months

Per cent
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Share of adults who borrowed from a formal financial
institution during the past 12 months
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Source: World Bank, Global Financial Inclusion Database.
BIS, Quarterly Review, March 2015
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Financial inclusion indicators 2004 & 2012

BIS, Quarterly Review, March 2015
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