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Abstract
This paper examines the evolution of labour earnings distribution across 25 countries, comparing two reference years: 1995 and 2023. The study seeks to understand how labour earnings distribution has shifted over time in each country, highlighting changing patterns of inequality. The data are subsequently aggregated, illustrating the overall trajectory of income inequality worldwide over the past decades.
Several methods are employed to comprehensively visualize inequality trends, including Pen’s parade, Lorenz curves and Growth Incidence Curves. The results reveal contrasting trends between high-income and low- and middle-income countries. In high-income countries, the data indicate, overall, an increase in income inequality. In contrast, low- and middle-income countries exhibit notable reductions. Since high-income countries in general had lower labour income inequality levels to begin with, these divergent trajectories suggest convergence in inequality levels. Worldwide labour income inequality has hence fallen due to both productivity convergence and declining inequality in middle-income countries.
Key Findings
Between the 1990s and 2020s, global labour earnings inequality decreased, driven by declining inequality in low- and middle-income countries and economic convergence between nations. However, within-country inequality increased in high-income nations, highlighting persistent challenges despite global progress.



About the authors
Sergei has worked at the Institute for Applied Economic Studies (Ipea) in Brasília since 1998 and has been at the IPC-IG since 2015. His work has been on inequality, poverty, education, racial discrimination, social protection, and the labour market. He has been at the ILO since 2020 and is now in the Research Department.
Silvia is a 26-year-old public policy and international development professional. She has built her experience across both national and international institutions, working in the public sector in Italy and within UN organizations. She has contributed to research on inequality at the International Labour Organization (ILO) in the Research Department and is currently working with the Food and Agriculture Organization (FAO) in the Nutrition Department,  strengthening her expertise in policies for sustainable agri-food systems and inclusive development."


Introduction
That the world is an unfair place is not a controversial statement. The inequalities found in the world are of course far too high (and unfair).  But as important as the level of inequality in different countries is its trend. Inequality and injustice undoubtedly persist, but is the world becoming more or less unequal? The labour market and global economies have undergone significant transformations over the past three decades, and in this period, a surprising reversal in distributional outcome trends has been the result. While in high-income countries, inequality in labour earnings has been mostly rising with the top earners seeing large gains and wages at the bottom stagnating, in low- and middle-income countries, there have been reductions in labour income inequality, often accompanied by productivity increases.
The primary aim of this study is to estimate the trend in global earnings inequality from 1995 to 2023 and to evaluate the implications of these changes for policymakers. The study addresses only labour income inequality, not because we believe that capital income and government transfers are not important but because labour earnings are the largest component of earnings for most people on Earth. We are also looking at the medium to long run, comparing the most recent measures of inequality with those during the 1990s.
Answering questions about global inequality is often challenging, as distributional data from different parts of the world are not always well-measured or directly comparable across countries and time periods. To address this issue, only data available from the same time period and with comparable characteristics were used resulting in a sample of 25 countries, both developing and developed, over the period 1995-2023. The analysis first looks at each country on its own and then it zooms out to the entire globe.
We use data on individual labour earnings among the global workforce, rather than total household incomes. Looking at labour earnings and not just wages provides a picture of inequality in the distribution of labour incomes, especially in developing countries, since in lower middle-income countries, no more than one-third of workers are wage earners and globally, almost one out of two workers is an independent worker1. Using individual data instead of household data enables a more precise estimation of the disparities in labour earnings as household data may aggregate individuals with very different earnings. To estimate inequality, Gini coefficients, Palma ratios, Theil indexes, Lorenz Curves, Pen’s Parades and Growth Incidence Curves were employed. The study contributes to the literature by shedding light on the distributional shifts that have taken place within and across countries and it raises important questions about the direction of global inequality in the future.
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Literature review
Recent literature on wage and income distribution highlights the varied trends in inequality across different periods and regions. Milanovic (2016), identifies three major eras of global inequality: the early industrial period, the Cold War, and the recent era of globalization. During the “Great Divergence,”2 today’s high-income countries industrialized rapidly, driving a sharp rise in global inequality. By the end of the Cold War, global inequality peaked, with a Gini coefficient of around 70, as global income remained concentrated in high income nations, despite declining within-country inequality in those nations due to redistributive policies.
In recent decades, a “Great Convergence” has emerged. With rapid economic growth in Asia, particularly in China, middle-income economies have reduced the income gap with high-income ones, resulting in the most equal global income distribution in over a century (Milanovic, 2022). Despite increasing within-country inequality in some regions, declining inequality between countries has reduced overall global inequality.
Milanovic emphasizes the changing role of globalization, which initially widened but now appears to be reducing global income disparities. Globalization has lifted millions out of poverty while placing downward pressure on high-income country middle-class incomes, particularly in lower deciles. Future inequality trends will, to great extent, depend on growth in large, rapidly developing regions like Africa and South Asia, whose demographics differ from aging high-income nation populations. Globalization has so far predominantly benefited the wealthy in high-income nations and citizens of middle-income countries, leaving high-income middle classes, especially their lower earners, facing stagnant or declining incomes under competitive pressures and he warns that this concentration fosters social instability and deepens perceptions of unfairness, especially during crises.
Piketty and Chancel (2021) show that between 1820 and 1910, income inequality increased both between and within countries. However, from 1910 to 2020, these components of global inequality diverged: within-country inequality decreased between 1910 and 1980 (while between-country inequality continued to rise) but increased from 1980 to 2020 (as between-country inequality began to decline). Both Milanovic (2016) and Piketty and Chancel (2021) are concerned with total household income, not labour income specifically, but provide the background for understanding more recent trends in labour income inequality.
The ILO Global Wage Report (2024) shows that while wage inequality has declined in most of the world’s countries, this trend is not homogeneous, and many countries show increases in wage inequality. Wages in upper- and lower-middle-income nations have grown faster than those in high-income countries, reflecting economic convergence between countries but a significant wage gap remains.
Although global income inequality has declined since the late 1990s due to rising incomes in emerging economies, stark wage stagnation affects lower-income earners in high-income countries, where income concentration among the richest has intensified. The literature focuses mostly on high-income countries, as limited data in middle-income ones complicates similar analyses (Makhlouf, 2022).
Due to the limited availability of data and the challenges of harmonization, there are relatively few studies analysing the evolution of labour earnings inequality at a global level. Nevertheless, the existing literature consistently concludes that, while persistent, global inequality is dropping, driven by between country convergence in incomes.
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Methodology
The present study employs data sourced from national statistical offices from those countries where we were able to obtain data for the last 3 decades. These data sets primarily derive from two broad categories of household surveys: household expenditure surveys and general household or living conditions surveys. The analysis focuses on two reference years—one from the 1990s and one from the latest available year—and attempts to avoid atypical years such as those during the COVID-19 Pandemic. We examine monthly individual total labour earnings, which include income from wages, business activities and agriculture.
Microdata for 25 countries were collected to analyse changes in labour earnings over time. The latest year is generally either 2021, 2022, or 2023, and the earliest year typically 1994, 1995, or 1996. However, certain challenges arose due to variability in how earnings data were reported across these surveys.
First, the data structures differed significantly by country. In some datasets, individual-level data on self-employed earnings were not directly available. Instead, labour income was reported at an aggregate level, or without a specific variable distinguishing self-employed earnings. Since we were not interested in separating self-employed labour income from wages, this was not too serious. In other cases, the earnings data were reported at different frequencies, necessitating adjustments for consistency. For example, some surveys reported labour earnings as annual, weekly, or even hourly figures rather than monthly earnings. When earnings were provided annually, we calculated monthly earnings by dividing the total by 12, assuming a stable income over the year. When earnings were reported on a weekly or hourly basis, we applied standard multipliers (typically four weeks per month or approximate hours worked per month) to convert these figures to monthly estimates. Each transformation required careful consideration of the survey context, such as whether earnings included bonuses or other variable components, to maintain consistency across datasets and accurately reflect individual monthly earnings for comparison.
These transformations were essential to standardize the labour earnings variable across the sample, enabling an equitable cross-country analysis over the studied periods.
Stata was used for the calculations to derivate the variables. Individual wages were sorted in ascending order (from the poorest to the richest) and the population was then divided into centiles (each centile represents 1% of the population), providing a framework to analyse wage distribution. Working with centiles might slightly underestimate total inequality but will increase comparability between surveys. Following this, the sum of labour earnings for each centile was calculated and weighted accordingly. The same procedure was applied for both reference years.
Lorenz curves and Pen's parade curves were generated, allowing for a visual comparison if these distributions over time. Inflation adjustments were made using Consumer Price Index (CPI) data, standardizing wages and labour earnings from the 1990s to the most recent period available, making the two years directly comparable. Growth Incidence Curves were developed to track changes in income distribution dynamics and the Gini coefficient was calculated for both time points. The Gini runs from 0 to 100, where 0 represents the hypothetical case of perfect equality, and the higher the coefficient, the greater the inequality. In addition to these analyses, other measures of economic inequality were calculated, including the Theil index, the 90/10 ratio and the Palma ratio.
The Theil quantifies how far the population deviates from a perfect egalitarian state (Theil = 0), where everyone would have the same income. The formula used to calculate the Theil is the following:
TL=1N  ∑i=1Nyiμ ln⁡ (yiμ)
The summation aggregates the inequality across all individuals in the population and then it averages the result by dividing by N, which is the total number of the population.
yiμ  represents how each individual’s income compares to the mean income of the population, and the logarithm is used to capture how much the individual income deviates from the mean.
The 90/10 ratio is the ratio of the 90th percentile of income to the 10th percentile. This measure highlights the gap between higher earning and lower earning individuals.
The Palma ratio compares the earnings of the top 10% of the population to those of the bottom 40% in the earnings distribution.
The same methodology was applied to all 25 countries, which cover 34.23% of global employment and 44.85% of its income.
The final stage of the analysis involved replicating the country-level analysis at an aggregate level, generating distributions accounting for the whole set of 25 countries.
To address cross-country differences in purchasing power, we converted earnings to both 1995 and 2023 PPP dollars. Specifically, we multiplied each country’s earliest survey year earnings by the PPP conversion factor for 1995, while earnings from the latest survey year were multiplied by the PPP conversion factor for 2023. This dual adjustment allowed us to analyse income in a consistent monetary unit across all countries and both time periods, controlling for inflation, cost-of-living variations, and changes in purchasing power over time.
To account for differences in country size, weights were applied based on labour force estimates from the International Labour Organization (ILO). The data were then merged into a single, comprehensive dataset covering all 25 countries. This aggregate-level analysis serves as a model for examining global trends in inequality, capturing how wages and labour earnings distribution have evolved in these 25 countries between 1995 and 2023.


Findings
The analysis of income inequality trends between the 1990s and the 2020s reveals distinct patterns for developing and developed countries.
Table 1 – Inequality Measures, 1995 to present

Source: Own calculations from microdata (ILO Harmonized Microdata Collection, Luxembourg Income Survey, and individual surveys). 
As shown in Table 1, in low- and middle-income countries, including Argentina, Bolivia, Brazil, Cambodia, Chile, India, Mexico, Paraguay, Peru, and Uruguay, there has been a significant reduction in labour earnings inequality, as evidenced by decreases in key inequality indices. Notably, Brazil and Paraguay exhibit some of the largest declines, with Brazil’s Gini coefficient dropping by 9.8 points and the Palma ratio falling from 5.01 to 2.76. Cambodia and Mexico also stand out for the narrowing of the labour earnings gap. India witnessed a decrease of 7.3 Gini points, and given its big workforce, this result influenced greatly the global level of inequality. 
In contrast, high-income countries such as Australia, Austria, Canada, Germany, the Netherlands, and Spain have experienced a rise in income inequality over the same period, as indicated by increases in the Gini, Palma, Theil and Ratio 90/10 values. Canada, for example, saw a significant increase in its Palma ratio from 2.52 to 3.21, and the Ratio 90/10 rose from 19.9 to 24.9. Similarly, the USA saw its Gini coefficient increase by 5.9 points, and the Ratio 90/10 in the Netherlands rose from 15.9 to 21.3. Some developed countries, like Luxembourg and France, displayed minimal changes in inequality, maintaining stable Gini coefficients and modest shifts in other indices.
Figure 1 - Change in Gini Coefficient, 1995 to present

Source: Own calculations based on ILO Harmonized Microdata Collection
Figure 1 shows that slightly more than half of countries are in the upper triangle, meaning labour income in these countries is now more equally distributed compared to three decades ago. Most of these countries in which equality is increasing are middle-income countries. Some high-income countries straddle the line, but only three of fifteen have grown more equal. Low-income countries also continue to have more unequal labour earnings distributions, as can be seen by their presence in the upper right-hand corner of the Figure.  This means inequality levels are becoming more similar across countries.
In the present study, all labour earnings were measured at the gross level, prior to the application of any redistributive mechanisms. The observed trends in inequality partly reflect this approach, as tax redistribution and government transfers—particularly significant in high-income countries—substantially reduce the Gini coefficient when accounted for. In contrast, for low- and middle-income countries, redistributive interventions, with a few notable exceptions, have a comparatively limited impact on income inequality, resulting in a smaller disparity between gross and net earnings.  We do not address this issue here.
After analysing each country individually and examining inequality within each one, we proceeded to calculate the global labour earnings distribution. This distribution provides a combined picture of individual earnings across all countries in our study, structured as if all workers belonged to a single, global workforce. We constructed this distribution by aggregating labour earnings from each country, weighted according to each country’s employment size. There are of course many assumptions behind this curve as explained in the methodology, so the results should be interpreted accordingly.
Figure 2 – Pen's Parade: World's Labour Earnings 1995 vs 2023

Source: Own calculations based on ILO Harmonized Microdata Collection
As shown in Figure 2, which compares the Pen’s Parade curves for 1995 and 2023 on a global scale, each centile represents 1 per cent of the global labour force (of the 25 countries), arranged from the lowest-earning to the highest-earning. The comparison of the two Pen’s Parades shows which centiles have seen the greatest income growth. At the global level, the labour earnings distribution has shown an overall improvement, with an increase in earnings for most of the distribution up to around the 60th centile. Those between the 64th and 79th centiles saw their incomes stagnate or fall during the last three decades. This corresponds to income between USD 1330 PPC and USD 3100 PPC.  Most workers in this range are workers in the middle and lower parts of the labour earnings distributions of high-income countries as well as, to a lesser extent, the upper parts of middle-income country income distributions.  Finally, workers above the 80th centile of the global distribution also saw their earnings increase.  These are mostly workers in the upper middle class of high-income countries, as well as some workers in the highest positions in middle-income countries. 
Individual country distributions (see Annex) show that workers in the lower tail of the labour income distribution in Austria, Denmark, Germany, Spain and France have all lost income and those in Canada and the United States have gained very little. Conversely in middle-income income countries (with the exception of Uruguay and some very low-income workers in South Africa) workers in the lower tail of the distribution did quite well.
Figure 3 – Lorenz Curve: World’s Labour Earnings 1995 vs 2023

Source: Own calculations based on ILO Harmonized Microdata Collection
Figure 3, the Lorenz curve, does not show unambiguous improvement or deterioration in inequality. The two curves cross each other, meaning some indices will show more worldwide inequality and others will show less. The 2023 Lorenz curve is closer to the equality line than the 1995 curve for most of the distribution, but this only means the Gini will show a more equal distribution of labour earnings in 2023. The two Lorenz curves intersect around the 80th percentile, showing that the highest earners in 2023 capture a slightly larger share of total earnings compared to those in 1995 (as seen in the Pen’s Parades). The global Gini coefficient decreased from 68.03 in 1995 to 64.43 in 2023, indicating a reduction in inequality of 3.6 Gini points over this period.
Figure 4 – World's Growth Incidence Curve, 1995 vs 2023

Source: Own calculations based on ILO Harmonized Microdata Collection
Figure 4 is the growth incidence curve, which illustrates how much total labour earnings for individuals in each decile of the income distribution have changed from 1995 to 2023. This growth incidence curve shows that labour earnings growth has been most substantial for individuals at the lower end of the income distribution, decreasing as we move toward the middle, and then picking up again slightly at the top. While no longer the “elephant curve” coined by Milanovic, the hollowing out of the middle (or perhaps the upper middle) does seem to continue.
To determine an unambiguous trend in labour income inequality, the growth incidence curve would ideally be monotonic—consistently rising or falling across the distribution. However, the curve in Figure 4 is not monotonic; it shows a rise at the beginning, a decline through the middle deciles, and a slight increase again toward the top. This is consistent with the intersecting Lorenz curves.
All these figures highlight a positive trend toward reduced global labour earnings inequality from 1995 to 2023, which is high income growth among the poorest workers in the world. However, the stagnation at higher percentiles in the Pen’s Parade and the intersection in the Lorenz curve indicate that the top earners still maintain a significant share of total earnings, with only modest reductions in their relative advantage. All this comes at the expense of the earners in the middle of the high-income country distributions, suggesting a link to political polarization and falling trust in institutions.
The global reduction in inequality over the past few decades can be understood as mostly the product of the fast economic growth of middle-income countries, which has reduced between-country inequality. If only within-country inequality is looked at, the trend seems to be stable or increasing in equality in high-income countries and reducing inequality in middle-income ones.


Conclusion
The findings of this study, alongside existing literature, suggest that global inequality in labour income is indeed decreasing, signalling progress toward a more equal (and fair) world. This positive trend is largely driven by the economic convergence of major developing economies and more egalitarian labour earnings distributions in lower-income countries. The world, therefore, appears to be gradually moving toward greater equality on a global scale.
However, this study also underscores a contrasting trend: within-country inequality is rising in higher-income nations. In these countries, middle-income earners are disproportionately affected, which may contribute to rising dissatisfaction and polarization.
The forces driving these inequality shifts are multifaceted and may include sectoral changes, institutional factors like minimum wage policies and collective bargaining, access to education, skills development, and employment policies. While the observed decline in global labour earnings inequality is encouraging, it underscores the need for careful, ongoing research into the underlying causes. Future studies should focus on understanding these dynamics more deeply to inform policy recommendations that effectively address inequality within and between countries. This deeper understanding will be essential to crafting policies that can sustain and enhance the positive global trend while mitigating inequality within individual countries, both developed and developing.


Annex
Table 2 – Surveys employed in the study

Argentina
Argentina – Lorenz Curve – Argentina Labour Earnings 1995 to 2023

Argentina – Growth Incidence Curve Labour Earnings, 1995 to 2023

Argentina - Lorenz Curves - Argentina Labour Earnings 1995 vs 2023

Australia
Australia – Pen’s Parade Labour Earnings, 1995 to 2018

Australia – Growth Incidence Curve Labour Earnings, 1995 to 2018

Australia – Lorenz Curve Labour Earnings, 1995 to 2018

Austria
Austria - Pen’s Parade Labour Earnings, 1995 to 2021

Austria – Growth Incidence Curve Labour Earnings, 1995 to 2021

Austria - Lorenz Curve Labour Earnings, 1995 to 2021

Bolivia
Bolivia - Pen’s Parade Labour Earnings, 1995 to 2023

Bolivia – Growth Incidence Curve Labour Earnings, 1995 to 2023

Bolivia - Lorenz Curve Labour Earnings, 1995 to 2023

Brazil
Brazil - Pen’s Parade Labour Earnings, 1995 to 2023

Brazil – Growth Incidence Curve Labour Earnings, 1995 to 2023

Brazil – Lorenz Curve Labour Earnings, 1995 to 2023

Cambodia
Cambodia - Pen’s Parade Labour Earnings, 1996 to 2021

Cambodia – Growth Incidence Curve Labour Earnings, 1996 to 2021

Cambodia - Lorenz Curve Labour Earnings, 1996 to 2021

Canada
Canada - Pen’s Parade Labour Earnings, 1995 to 2019

Canada – Growth Incidence Curve Labour Earnings, 1995 to 2019

Canada - Lorenz Curve Labour Earnings, 1995 to 2019

Chile
Chile - Pen’s Parade Labour Earnings, 1994 to 2022

Chile – Growth Incidence Curve Labour Earnings, 1994 to 2022

Chile - Lorenz Curve Labour Earnings, 1994 to 2022

Denmark
Denmark - Pen’s Parade Labour Earnings, 1995 to 2022

Denmark – Growth Incidence Curve Labour Earnings, 1995 to 2022

Denmark - Lorenz Curve Labour Earnings, 1995 to 2022

France
France - Pen’s Parade Labour Earnings, 1996 to 2020

France – Growth Incidence Curve Labour Earnings, 1996 to 2020

France - Lorenz Curve Labour Earnings, 1996 to 2020

Germany
Germany - Pen’s Parade Labour Earnings, 1995 to 2020

Germany – Growth Incidence Curve Labour Earnings, 1995 to 2020

Germany - Lorenz Curve Labour Earnings, 1995 to 2020

India
India - Pen’s Parade Labour Earnings, 1994 to 2023

India – Growth Incidence Curve Labour Earnings, 1994 to 2023

India - Lorenz Curve Labour Earnings, 1994 to 2023

Italy 
Italy - Pen’s Parade Labour Earnings, 1995 to 2020

Italy – Growth Incidence Curve Labour Earnings, 1995 to 2020

Italy - Lorenz Curve Labour Earnings, 1995 to 2020

Luxembourg
Luxembourg - Pen’s Parade Labour Earnings, 1995 to 2021

Luxembourg – Growth Incidence Curve Labour Earnings, 1995 to 2021

Luxembourg - Lorenz Curve Labour Earnings, 1995 to 2021

Mexico
Mexico - Pen’s Parade Labour Earnings, 1995 to 2023

Mexico – Growth Incidence Curve Labour Earnings, 1995 to 2023

Mexico - Lorenz Curve Labour Earnings, 1995 to 2023

The Netherlands
The Netherlands - Pen’s Parade Labour Earnings, 1999 to 2021

The Netherlands – Growth Incidence Curve Labour Earnings, 1999 to 2021

The Netherlands - Lorenz Curve Labour Earnings, 1999 to 2021

Paraguay
Paraguay - Pen’s Parade Labour Earnings, 1998 to 2023

Paraguay – Growth Incidence Curve Labour Earnings, 1998 to 2023

Paraguay - Lorenz Curve Labour Earnings, 1998 to 2023

Peru
Peru - Pen’s Parade Labour Earnings, 1998 to 2022

Peru – Growth Incidence Curve Labour Earnings, 1998 to 2022

Peru - Lorenz Curve Labour Earnings, 1998 to 2022

South Africa
South Africa - Pen’s Parade Labour Earnings, 2000 to 2020

South Africa – Growth Incidence Curve Labour Earnings, 2000 to 2020

South Africa - Lorenz Curve Labour Earnings, 2000 to 2020

Spain
Spain - Pen’s Parade Labour Earnings, 1995 to 2019

Spain – Growth Incidence Curve Labour Earnings, 1995 to 2019

Spain - Lorenz Curve Labour Earnings, 1995 to 2019

Switzerland
Switzerland - Pen’s Parade Labour Earnings, 1995 to 2023

Switzerland – Growth Incidence Curve Labour Earnings, 1995 to 2023

Switzerland - Lorenz Curve Labour Earnings, 1995 to 2023

Taiwan
Taiwan - Pen’s Parade Labour Earnings, 1997 to 2021

Taiwan – Growth Incidence Curve Labour Earnings, 1997 to 2021

Taiwan - Lorenz Curve Labour Earnings, 1997 to 2021

United Kingdom
United Kingdom - Pen’s Parade Labour Earnings, 1995 to 2021

United Kingdom – Growth Incidence Curve Labour Earnings, 1995 to 2021

United Kingdom - Lorenz Curve Labour Earnings, 1995 to 2021

United States
United States - Pen’s Parade Labour Earnings, 1995 to 2023

United States – Growth Incidence Curve Labour Earnings, 1995 to 2023

United States - Lorenz Curve Labour Earnings, 1995 to 2023

Uruguay
Uruguay - Pen’s Parade Labour Earnings, 1998 to 2023

Uruguay – Growth Incidence Curve Labour Earnings, 1998 to 2023

Uruguay - Lorenz Curve Labour Earnings, 1998 to 2023
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