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 Figure VIII
 World Income Inequality: Gini

 An important aspect of the yearly evolution of the Gini coef
 ficient is that its behavior is not monotonic. For example, we see
 a sudden decline in 1975 which is explained by the fact that rich
 countries suffered an important recession in that year due to the
 first oil shock, a recession that was not felt in some ofthe poorest
 and largest countries in the world. For example, in 1975 the
 growth rate in China was 3.6 percent and that of India was over
 7 percent. Of course, when the rich suffer and the poor gain, world
 income inequality is reduced. Another example of a short-term
 reversal occurred in the late 1980s, when inequality increased for
 a few years before returning to its longer term downward trend.
 This increase in inequality can be partly explained by the large
 1988 recession in China. The central point is that business cycles
 in the largest countries or groups of countries are associated with
 short-term reversals in the trend of world inequality, which im
 plies that we should distrust empirical studies of this problem
 that cover very short time spans.

 The rest of Table III reports the estimates of seven other in
 equality indexes. The main lessons are first, all indexes show a
 remarkably similar pattern of worldwide inequality over time. Sec
 ond, inequality remained more or less constant (or possibly in
 creased) during the 1970s. Third, inequality declined substantially
 during the 1980s and 1990s. The size ofthe decline depends a bit on
 the exact measure: the largest reduction occurred in the top-20
 percent-to-bottom-20-percent ratio, which declined by almost 30 per
 cent between 1979 and 2000, followed by the top-10-percent-to
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