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Introduction:
Income inequality is typically higher in developing and emerging countries (or

LEDCs) than in advanced economies. In most of these developing countries, income

inequality has risen substantially over the last three decades, with the top end of the

population’s distribution in LEDCs experiencing an increasing concentration in income.

The progression of the COVID-19 pandemic has also played a major role in this issue,

as the schooling disruptions and government initiated lockdowns in many developing

countries will affect the poorest portion of the population the most severely. With

constant technological developments in the 21st century, higher quality machinery may

be a method of increasing economic growth, but can result in many low-income workers

getting displaced from the industry they are trained for, increasing the wage gap

between low income and higher income citizens.

The challenges faced by aforementioned developing countries are underlined by

UN chief António Guterres, who states that the world is facing “the harsh realities of a

deeply unequal global landscape” head on, and that the “income disparities and a lack

of opportunities”, he writes, “are creating a vicious cycle of inequality, frustration and

discontent across generations.” The urgency of the issue at hand is not to be

underestimated; rising income inequality has detrimental effects for the developing

countries who experience the phenomenon as well as the low-income earners who are

part of these emerging economies.

Definition of Key Terms:
1. Less Economically Developed Country (LEDC): Defined to “include countries

with a lower GDP and a lower standard of living than MEDC (More Economically
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Developed Country) countries. Indicators used to classify countries as LEDC or

MEDC include industrial development and education.”

2. Income Inequality: Defined by Britannica as a “significant disparity in the

distribution of income between individuals, groups, populations, [or] social

classes.”

3. Gini Coefficient: Stated, by the OECD, to “measure the extent to which the

distribution of income (or, in some cases, consumption expenditure) among

individuals or households within an economy deviates from a perfectly equal

distribution.”

4. Redistributive policy: “An essential component of strategies for reducing

inequality and promoting sustainable development in its three dimensions:

economic, social and environmental. They represent a powerful policy

instrument for improving equality of outcome through the redistribution of income

and for enhancing equality of opportunity by improving the distribution of

income-generating assets.”

Background Information

General trend in the statistics about income inequality

According to the United Nations, overall since 1990 there has been a trend with a

decrease in total global income inequality which is the first time it has reduced since

1820. With this trend in mind, there has also been a wider variety of factors and

components contributing towards the growing income inequality in LEDC such as:

gender, orginin, age, nationailty and sexual oreatation. These factors determine the

opportunities individuals have access too in their nation and thus the potential they have

to earn which fluctuates their income.

On average over the last 25 years the income inequality has severely decreased

however is still prominent in many areas. According to UN.ORG, “the average income of

people living in North America is 16 times higher than that of people in sub-Saharan

Africa''. Even though income inequality as a whole has decreased, in this generation

71% of the world's population lives in places where inequality has increased. Despite all
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this progress, inequality has been prominent, with studies showing that “ In 2018, the 26

richest people in the world held as much wealth as half of the global population (the 3.8

billion poorest people), down from 43 people the year before.”

Income inequality due to household circumstances

More than 30% of income inequality is due to inequality within households and

progress with women's rights in LEDC. While the gender pay back has decreased,

studies show that women and girls put in 12.5 billion hours of unpaid care work daily

which would equal to a contribution of 10.8 trillion dollars a year amassing to more than

three times the size of the global tech industry.

Current Situation

The impact of the COVID-19 pandemic on income inequality

Despite the slight progress made in developing and emerging markets in the past

few decades, the pandemic further widens the gap between the rich and the poor, likely

putting much of that improvement at risk. It is probable, therefore, that the COVID-19

pandemic will amplify the inequality challenge for a number of reasons.

Access to vaccination

Low-income households typically have less access to quality medical care and

reasonably priced COVID-19 testing. In underdeveloped nations where vaccines are not

being distributed as rapidly and the return to normalcy will take longer, the pandemic is

likely to undo some of the progress gained against poverty, thus widening income

inequality in these emerging markets. The scope and pace of the pandemic's recovery in

developing countries specifically depended on access to the COVID-19 vaccination in

order to reduce the impact of the outbreak. This varied between wealthy and

underdeveloped nations, highlighting income inequality. Prior to the pandemic, the WHO

had issued a warning against vaccine nationalism, in which the majority of vaccinations

are distributed to residents of wealthy nations, which are investing enormous sums of

money in this research.
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Place of work and technology

The transition to virtual learning has, in many areas, harmed students from

low-income families who have little access to technology. UNICEF estimates that when

COVID-19 closed their schools, 463 million school children around the world were

prevented from using remote learning. Lack of access to education is one of the key

contributing factors to income inequality, making the barriers to continuing education

alarming for those in LEDCs. In addition, being able to work from home has been crucial

during the trying times of the pandemic. According to a recent IMF study, low-income

workers are less likely than high-income earners to be able to work from home.

According to data from the United States, industries where work could be done more

conveniently from home experienced a lesser employment decline. These two

observations point to lower-income workers being both less likely to be able to work

remotely and more likely to experience job loss, which aggravated the income

distribution.

Unemployment for low-skilled workers

Low-skilled and low-paid workers were disproportionately impacted by the global

economic downturn. This is due to the fact that numerous industries, such as the hotel

and retail sectors, have been severely impacted. These sectors employ huge numbers of

people with low average hourly wages and low average weekly hours worked.

Additionally, the epidemic has accelerated technology adoption, with businesses

expected to employ greater automation in the future. The majority of households (71%)

and the majority (61%) of those with the lowest incomes prior to the pandemic state that

a household member lost their job and closed their business, respectively.
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Major Parties Involved and Their Views

Africa

Several countries in the continent have been measured to have exceptionally

high income inequality rates. While the economic development experienced by many

African countries is commendable, economic growth has failed to create opportunities for

lower-income citizens. Zooming into specific countries in Africa, the most apparent

increase in inequality is observed in South Africa and the Central Africa Republic with a

rise in the Gini coefficients of these countries from 58 to 67 from 2000-2006 and 43 to 56

from 2003-2008 respectively. Overall, the most income inequality is found within the

southern part of Africa, with Namibia, Comoros, South Africa, Angola, Botswana,

Lesotho, and Swaziland all falling under the top 10 African countries with highest income

inequality rates. In all African countries, the largest share of income is skewed towards

the richest portion of the population. This is illustrated in Mozambique, with the lowest

20% of the country’s population only having just over 5% of the nation’s total income, with

the top 20% of the population having over 50% of the nation’s total income. Looking at

this trend in the context of Africa overall, over 60% of Africa's population is accounted for

by the poor, and these people hold under 40% of Africa's total income, while the rich (less

than 5% of Africa’s population) have almost 20% of the total income.

Latin America

In Latin America overall, 54% of the nation’s total income is captured by the top

10%, which makes the region one of the most unequal in the world. The ability of Latin

American countries to redistribute wealth through taxation and enable low-income

groups’ consumption is not sufficient to reduce income inequality in the long run. Latin

American countries face an unequal distribution of labour income (the split between wage

earners) in particular as opposed to an unequal functional distribution of income, which

means the productive structures that already exist in the area act as a constraint to the

extent to which social policies can be effective. Bolivia, Brazil, Chile, Colombia, Mexico,

Peru, and Venezuela all have pre-tax Gini coefficients above 60, which is considered

extremely high. The three most unequal countries in Latin America are Chile, Mexico,
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and Brazil, with the top 10% in the population accounting for 60%, 58%, and 57% of the

average national income (in 2019). Income inequality is already having detrimental

effects on Latin American countries, as it demonstrated by the generation of political

instability through social unrest and waves of protests.

Southeast Asia

According to the United Nations Economic and Social Commission for Asia and

the Pacific (UNESCAP) report, the subregion of Southeast Asia is yet to prove successful

its efforts on inequality eradication. In the Asia Pacific region, this is the only subregion

with consistently widening inequalities. In 4 of the most populous countries of the

subregion, there has been a rise in the Gini Coefficient, which pertains to over 70% of the

subregion’s total population. Looking at specific Southeast Asian countries, 58% of

Thailand’s wealth is accounted for by the richest 1% and the top 10% of the population

has earned more than 30 times more than the bottom 10%. Indonesia’s four richest

figures have more wealth than the poorest 100 million people combined, and around half

of Indonesia’s wealth is controlled by the top percent of the population. The richest 10%

of Malaysia’s population hold over 35% of the economic income, starkly contrasting to the

1.7% of income controlled by the poorest 10%. Philippines’ top percent of earners hold

17% of national income, and the bottom half of the population share only 14% of national

income; the nation additionally had a Gini coefficient of 42.3 percent in 2018. If income

inequality had not gone through upwards trends in the subregion, 140 million people

could have been lifted out of poverty, female literacy and education rates would have

gone up, and healthcare/sanitation would have become more accessible to citizens,

displaying the truly detrimental effects income inequality continues to have on Southeast

Asia.

UN Involvement, Relevant Resolutions, Treaties and Events

The United Nations Development Programme (UNDP) operates with the aim of

“helping countries eliminate poverty and achieve sustainable economic growth and

human development”. The UNDP has been a key partner to the World Inequality Lab
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(WIL) in the development of the World Inequality Report 2022, which aims to disperse

research and findings on the new global inequality trends being observed. The UNDP

has conducted a lot of research independent from WIL on income inequality trends, and

has a myriad of publications which disseminate information on the noticeable

fluctuations in income inequality globally and the potential for detrimental effects to

derive from these changes. A policy brief was prepared by the UNDP which references

discussions from the ASEAN-China-UNDP Symposium, which was guided by the theme

‘Reducing Inequality in the Decade of Action to Achieve the SDGs and Recovery from

COVID-19 Pandemic’. However, direct action from the UN on inequality in terms of

treaties, resolutions, and events is limited as of now.

● The United Nations System Shared Framework for Action

● UNCTAD: Trade Policies for Combating Inequality

Possible Solutions

Labour income disparities can be reduced through redistributive measures.

Social transfers mostly help to reduce inequality at the bottom, and taxation addresses

top. It's important to note that the majority of redistribution should be accomplished

through social payments, such as pensions, unemployment insurance, or social

assistance. The success of social transfers in lowering poverty and inequality is

determined by the coverage of the most vulnerable groups and the sufficiency of the

benefits, not by the overall volume of spending. The design is essential, as is frequently

the case with policymaking. Transfers that are carefully targeted can boost the

vulnerable population while keeping expenses in check. In this aspect, governments

now have an advantage thanks to the digitization revolution. Governments should use

this advanced digitalisation to identify and verify households more efficiently, thus

improving targeting and coverage, while reducing leakages brought on by fraud,

corruption, or mistakes.

The main factors for persistent inequality across generations are disparities in

early education and school quality. Investments in education can promote economic

7

https://unsceb.org/sites/default/files/imported_files/CEB%20equality%20framework-A4-web-rev3.pdf
https://unctad.org/system/files/official-document/ditctab2019d6_en.pdf


MSMUN@UWCSEA | January 14-15, 2023

mobility, boost output, and lessen inequality. All citizens should have access to a

high-quality education, and for low-income groups, the provision of this service by the

government is necessary. There will be a need for increased school finance and a larger

teaching force in many areas. To create efficient school-to-work transition programs,

governments should collaborate with the private sector. Importantly, governments must

take action to prioritise education across society, especially by supporting parental

efforts to help their kids prioritise their education. In order for LEDCs to achieve a higher

quality education system, there should be more encouragement for MEDCs to provide

annual funding for LEDCs to put towards building educational resources and

infrastructure to lift lower-income groups out of poverty and increase their job prospects

for the future.

Recent events have highlighted the significance of this factor in income

inequality, with high unemployment rates fueling societal instability and wealth disparity

in a number of nations. To promote entrepreneurship, inclusive employment (such as

financial incentives for hiring persons with disabilities), and job creation, governments

must put in place strong policies, rules, and procedures. Such policies should target

lower costs to starting firms, reskilling and upskilling programs, and enhancing

employment opportunities for social groups that are particularly disadvantaged, such as

immigrants. The four pillars of decent work—principles and rights at work, job creation,

social protection, and social dialogue—should guide the development of policies.

Additionally, affirmative action and setting an adequate minimum wage are two

strategies for boosting the incomes of people in the lower income brackets.

Governments of developing countries should look to implement fiscal policy in order to

achieve higher employment rates in the country, potentially through the creation of

training programs and provision of higher education.

To improve policy coherence and the effective/efficient use of public funds,

expenditure management in industries like health and education requires strengthening.

In LEDCs, where funds for redistribution programs and fiscal policy are already

restricted in supply, budget officials ought to put more effort into determining if programs
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with the aim of lessening income inequality are actually successful in achieving their

goals. Reforms to the program budget and timely, high-quality monitoring and

evaluation may be useful in this regard. Budget allocations may not always correspond

to these political objectives, even if national development strategies hold the intention of

eliminating income inequality. Budgets may also unfairly favour industries that don't

directly contribute to social welfare (e.g. defence). There are existing tools available for

evaluating the (possible) redistributive effects of reforms and financial allocations (policy

impact evaluations, gender budgeting, etc.). Poor targeting is influenced by a variety of

reasons, such as lack of administrative ability, inaccurate identification of intended

beneficiaries, corruption, and patronage, when politicians direct public funds toward

areas or groups to which they have ties. Barriers to access, such as user fees or

geographic distance, which prohibit poor people from taking use of the public services

the state offers also display ineffective use of government funds.
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