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Abstract

Using an updated data set on human capital inequality for 146 countries from 1950 to 2010,
this pa-per documents several facts regarding the evolution of income and human capital
inequality. In spite of a large reduction in human capital inequality around the world, the
inequality in the distribution of income has hardly changed. In order to find explanations for
this puzzle, we first compute the distribution of wages using recent estimates of rates of return
to schooling. We find a non-linear re-lationship between the Gini coefficient of years of
schooling and the Gini coefficient of wages, which can be explained by a composition effect
due to the fall in the share of population with no school-ing, but with significant differences
across countries. Whereas convex returns to schooling do not affect significantly the
distribution of wages, skill-biased technological progress have partially off-set the effects of the
fall in education inequality. Nevertheless, the estimated average contribution of wage ineguality
to income inequality is statistically significant, relatively stable from 1980 onwards and
economically relevant. Each point of change in the Gini coefficient of wages contributes on av-
erage to a half-point change in the Gini coefficient for income, which is also affected by the
changes of other important factors, such as changes in the distribution of other sources of
income and the impact of fiscal redistribution policies.
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