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Introduction 

Even the most optimistic analyses accept that many low-income countries (LICs) will 

remain low income for some time to come. Consequently, when assessing the policy options 

available to LICs, it is important to take a long-term view. There is no clear definition of what a 

“poor country” is. The common understanding is that a country is poor if the majority of its 

people do not have a certain minimum living standard. Wikipedia lists a number of more 

quantitative criteria, ranging from low average income, or a low Gross National Income per 

capita, to a low Human-Development-Index. This is not to say that material wealth would be the 

most important or the only factor to optimize. Yet, it constitutes a rough approximation for the 

well-being of the people. Poverty is usually also not distributed equally in the country: Certain 

ethnic, religious, or social groups might be particularly advantaged or disadvantaged. 

  

 

Definition of Key Terms 

 

Income:money that is earned from doing work or received from investments. 

 

Consensus:  a generally accepted opinion or decision among a group of people. 

 

Inequality:  the unfair situation in society when some people have more opportunities, money, 

etc. than other people. 

 

Labour: practical work, especially when it involves hard physical effort. 

 

Distrubition: the process of giving things out to several people, or spreading or 

supplying something: 

Employment: the fact of someone being paid to work for a company or organization. 

 

Background Of TheTopic: 

In many OECD countries, income inequality has increased in past decades. In some 

countries, top earner shave  captured a large share of the overall income gains, while for others 

income has risen  only a little. There is growing consensus that assessments of economic 

performance should not focus solely on overall income growth, but also take into account 

income distribution. 



OECD countries can be divided into five groups according to their patterns of inequality. For 

example, in five English-speaking countries (Australia, Canada, Ireland, New Zealand and the 

United Kingdom) and the Netherlands wages are rather dispersed  and the share of part-time 

employment is high, driving inequality in labour earnings above the OECD average. Means-

tested public cash transfers and progressive household taxes reduce overall income inequality, 

but it remains above the OECD average. At the other end of the scale, four Nordic countries and 

Switzerland all have comparatively low labour income inequality because wage dispersion is 

narrow and employment rates are high. Cash transfers tend to be universal and are thus less 

redistributive. Income inequality for this group is considerably below the OECD average 

 

 

What Drives Inequality? 

Technological change and globalisation partly explain recent trends in labour income 

inequality Technological advances may affect labour income inequality as they can benefit 

higher-skilled workers more than others. For example, to the extent that medium-skilled workers 

focus on routine tasks that can also be accomplished by computers, technological change will 

reduce the demand for such workers. The opposite effect can be expected for highly-skilled and 

low-skilled workers who tend to focus respectively on abstract and manual non-routine tasks, 

both of which are harder to replace by machines. If the demand shifts are not offset by equal 

shifts in the composition of labour supply technological progress may reduce the earnings or 

employment of medium-skilled workers relative to both the low- and high-skilled ones. Indeed 

the data point to a polarisation of employment by skill level. 

Globalisation may also widen inequality. A first channel through which this may happen 

is offshoring. The tasks that are relocated from richer to poorer countries are typically not skill 

intensive from the perspective of the skill-rich country, but they are from the perspective of the 

skill-poor country. As a result, offshoring makes labour demand more skill intensive in both 

poorer and richer countries, thus increasing inequality in both groups of countries Second, if 

firms differ in their profitability and low-income workers work disproportionately in low-

productivity firms that are battered by import competition, trade may increase labour income 

inequality by lowering employment or the relative earnings of low-income workers The implied 

positive link between globalisation and inequality is supported by a growing body of studies of 

individual firms, but it is more difficult to establish a robust link at the aggregate level 

Globalisation and technological change may also reinforce each other, thereby further raising 

inequality. On the one hand, technology may underpin globalisation and on the other, the 

increased competition that comes with globalisation may force firms to innovate. Innovation may 

raise labour income inequality both temporarily – since R&D is skill intensive (Dinopoulos and 

Segerstrom, 1999; Neary, 2003) – and permanently, provided it results in skill-biased 

technological change as discussed above (Acemoglu, 2002).  

 



 

 

Key Actors And Their Positions  

Central African Republic: The Central African Republic has the third-smallest GNI per capita 

value (330 international dollars). While it’s true that the country has recently been devastated by 

a political crisis, the Central African Republic was among the countries with the highest poverty 

rates well before the recent tumultuous events. The country possesses abundant natural resources 

but, unfortunately, they are generally very underdeveloped. Subsistence agriculture represents 

almost one-third of the gross domestic product.  

Exports of diamonds and wood, while relatively significant domestically, have clearly not 

been enough to raise the economy to the level of a major global power.  

Liberia: Liberia’s economy was gravely affected by the Ebola crisis that swept Africa for much 

of the new millennium. Indeed, the outbreak essentially reversed many of the important gains the 

country has made in the fights against political and economic insecurity and poverty. The 

quarantines implemented due to the Ebola epidemic affected the production and exports of 

rubber as workers were restricted in their daily travels, and contamination from African goods 

became a global concern. The weak business environment constrains the growth of 

manufacturing industries, and most of the important sectors suffered production disruptions due 

to the epidemic. The economy of Liberia definitely needs effective implementation of an 

economic recovery plan.  

International Money Found (IMF): The IMF provides broad support to low-income countries 

(LICs) through surveillance and capacity-building activities, as well as concessional financial 

support to help them achieve, maintain, or restore a stable and sustainable macroeconomic 

position consistent with strong and durable poverty reduction and growth.  

 



Rank Country GNI Per Capita (USD) 

1 Malawi $250 

2 Burundi $270 

3 Central AfricanRepublic $320 

4 Liberia $370 

5 Congo, Dem. Rep. $380 

6 Niger $410 

7 Madagascar $440 

8 Guinea $470 

9 Ethiopia $550 

10 Guinea-Bissau $550 

11 Togo $570 

12 Mozambique $600 

13 Mali $650 

14 Uganda $670 

15 Afghanistan $680 

16 Burkina Faso $700 

17 Rwanda $700 

18 Sierra Leone $700 

19 Nepal $730 

20 Comoros $790 

21 Haiti $820 

22 Zimbabwe $840 



 

 

 

Timeline of Key Issues 

 

1950-1960’s: Most developing countries were newly independent ex-colonies, and a Lewis-

inspired vision of agriculture was common among governments, where peasant farming was not 

considered capable of generating large commodity surpluses. 

 

1960-1970’s: Much of Asia and parts of Latin America were well-advanced in overall economic 

transformation, and were well into the middle stages of agricultural transformation, accelerated 

by the Green Revolution. 

 

1980’s: Toward the end of the 1970s and into the early 1980s, there was a momentous change in 

the center of gravity of policy regarding commodity markets. This change centered on a first 

wave of market reforms focused on the abandonment of the “Cheap Food Policies” that had been 

used to support early industrialization in developing countries in the 1950s until the late 1970s. 

1990’s: Toward the end of the period and into the 1990s, a second wave of reform was initiated 

with a new mantra: “getting institutions right”. There were several sources of inspiration for and 

justification of institutional reforms focused on reducing transaction costs and increasing 

property rights.  

 

 

Useful Websites 

http://chartsbin.com/view/2438 

https://www.imf.org/en/Topics/low-income-countries 
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23 Benin $890 

24 Tanzania $920 

25 South Sudan $970 

http://chartsbin.com/view/2438

