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AIM OF THE TALK

• Reporting on a paper by Glaeser, Resseger and Tobio “Inequality 
in Cities”, Journal of Regional Science, 49(2009), 617-646

• Inequality literature has focused on nations; this work tries to 
examine cities

• What are the causes and consequences of urban inequality?

• In particular, how does urban inequality differ from national 
inequality

• Work focuses on America



WHAT TYPE OF INEQUALITY?

• There are many different manifestations of inequality. 

• Glaesher et. al. are focussed on income inequality.

• Later in the talk, we shall discuss parameters other than 
income: education and health; the components of the 
human development index.

• In a later talk, we will discuss work on inequality of 
opportunity.



INCOME INEQUALITY

• All of the analysis of Glaeser et. al. is about income 
inequality. 

• Central role is played by the Gini coefficient.



GINI COEFFICIENT

• A measure of income inequality

• Divide the population into quintiles: first 20%, next 20% etc. 
according to household income

• Example: Canada survey in 2000: numbers in each quintile 
represent percentage of GDP

• 1st: 7.2, 2nd: 12.7, 3rd: 17.2, 4th: 23.0, 5th: 39.9

• The Lorenz curve:  form the piecewise-linear graph: linear shape 
represents equidistribution of income; more curved represents 
more inequality in income distribution
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GINI COEFFICIENT

• Let B denote the area 
between the two lines

• Let A denote the area below 
the lower line

• Thus, total area below the 
equality line is A+B

• The Gini coefficient is defined 
by G = B/(A+B)

• Canada in 2000 it was 32.6

• Namibia in 1993 it was 74.3 0
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GINI: NATIONAL AND LOCAL

• The Gini coefficient is usually computed at a national level, but 
the mechanism makes sense at the local level as well

• Glaeser et. al. use local versions of Gini coefficients



URBAN VS NATIONAL INEQUALITY

• The Gini coefficient can indicate the presence of income 
inequality.

• Nationally, this might be addressed by redistributing wealth.

• Redistributive policies that work at the national level may not be 
applicable at the urban level: exodus of the wealthy and influx of 
poor.

• Will local policies have a positive effect if there is no change in 
national inequality? It may simply create pockets of affluent and 
poor cities.



LOCAL INEQUALITY

• Is local inequality bad? Glaeser et. al. (distinguishing inequality 
from poverty) say that it tends to benefit the less fortunate by 
giving them

• more successful role models (Wilson, 1987)

• employers (Mazzolari and Ragusa, 2007).

• They also suggest it might help the wealthy to develop empathy 
because of spatial proximity (Glaeser, 2000). Worth further 
discussion.



LOCAL VS NATIONAL INEQUALITY

• Nationally, income inequality is negatively correlated with 
economic growth  (Pearson and Tabellini, “Is inequality harmful 
for growth?”, American Econ. Rev. 84(1994), 600-621.) 

• Locally, income inequality is negatively correlated with 
population growth and on income growth. These studies 
assumed equality of skills.

• Increase in skill distribution or variation (example: increase the 
population of highly educated people) is positively correlated 
with growth. 



LOCAL VS NATIONAL INEQUALITY

• The paper also considers the relationship between inequality and 
crime.

• Inequality and crime are positively correlated both nationally 
(Fajnzylber et. al., “Inequality and violent crime”, J. Law and Economics
45(2002), 1-40) and at the level of cities (Daly et. al., “Income inequality 
and homicide rates in Canada and the United States”, Can. J. Criminilogy
43(2001), 219-236).

• Glaeser et. al. verify the conclusion of Daly et. al. in terms of the 
positive correlation between income inequality and murder rates.

• Luttmer argues that it is the result of unhappiness from envying richer 
neighbours (“Neighbours as negatives: relative earnings and well-being”, 
Quart. J. Economics 120(2005), 963-1002.



POLICIES THAT MAY REDUCE 
INEQUALITY

• Glaeser et. al. claim that national governments are better at 
addressing inequality than local governments

• Local interventions tend to create an exodus of wealth and the 
wealthy (P. Peterson, City Limits, University of Chicago Press, 
1981).

• Example: subsidized or low-cost housing

• National intervention through redistribution of wealth does 
reduce inequality, nationally, but it may also reduce savings, 
innovation and individual effort.

• Local tax base is more mobile.  Redistribution may not be the 
most effective intervention.



POLICIES THAT MAY REDUCE 
INEQUALITY

• Some data to suggest that increased high school enrollment 
rates reduce inequality.

• There is an urban tendency of 

• poverty to lead to low enrollment rates 

• middle-income people move to areas of low drop-out rates

• Increasing educational opportunity  has a direct effect on skill 
distribution

• Challenge is that locations with low skill distribution have 
difficulty creating good public schools. 

• Could adult education help to address this? Need some data.



PARAMETERS OTHER THAN INCOME

• We need to include parameters other than income in our 
measurements.

• Education, health and employment are the three areas we want 
to focus on.

• These three are included in the Human Development Index.



HUMAN DEVELOPMENT INDEX

• Measure health, education and income

• For each parameter P (say), an “acceptable” lower and upper 
bound is specified: Pmin and Pmax

• Pmin is the natural zero and Pmax is the aspirational target

• The index for parameter P is then defined by

IP = (P – Pmin)/(Pmax – Pmin).

• Qualitatively, the index will be large if

• If the spread Pmax – Pmin is small

• If the parameter value is much larger than the the minimum Pmin



HEALTH INDEX

• For health, life expectancy is used as the metric and Hmin is set 
at 20 because OECD data says that no country has a life 
expectancy of less than 20 years.

• Hmax is set at 85 years (don’t know the justification for this).

• If average life expectancy in a country is H, the health index is 
defined by

• Ih = (H- Hmin )/(Hmax - Hmin) = (H – 20)/65



EDUCATION INDEX

• For education, the number of years of formal schooling is taken 
as the parameter E. 

• Emin = 0 and Emax = 18

• From this, the education index Ie is computed as above:

Ie = (E - Emin)/(Emax – Emin)) = E/18

• A second index is calculated using the average number of years
of education.



ECONOMIC INDEX

• The parameter S is the gross national income per capita 
normalized by Purchasing Power Parity (PPP). 

• Smin = 100 and Smax = 75,000

• As usual, the economic index then is 

IS = (S – Smin)/(Smax – Smin)  = (S-100)/74900



HUMAN DEVELOPMENT INDEX

• These three indices are put together by taking their geometric 
mean:

I = (IHIEIS)1/3.



A HARMONIC HDI

• We might also consider the harmonic mean of the health,
education and income parameters

Ih-1 = 1/3(1/IH + 1/IE + 1/IS)

• We always have I > Ih (the symbol means bigger than or equal
to)

• There are many methods by which the three indices can be put
together and they have different properties.



HARMONIC HDI

• The harmonic HDI will differ most from the usual HDI when 
the parameters are spread apart.

• For example, consider the geometric mean of two numbers a 
and b versus their harmonic mean.

• If a is chosen small and b = 1 – a, then when ab = 1/16,  the 
geometric mean is 1/4 while the harmonic mean is 1/8. So the 
harmonic mean can detect large deviations in the parameters.

• If the parameters are all equal the two are the same.



HUMAN DEVELOPMENT INDEX

Country HDI Harmonic HDI

Norway 0.949 0.947

Australia 0.939 0.937

Switzerland 0.939 0.938

Germany 0.926 0.925

Denmark 0.925 0.922



NATIONAL VS LOCAL PARAMETERS

• Notice that all of the indices that have been designed to date 
are national in scope. 

• There is an opportunity to develop indices that will reflect the 
state of development of communities within a nation.

• What are the parameters that should be tracked in the context 
of a village or smaller community?


