Excess Inequality in Latin America and its Impact on the Middle Class

The income distribution in Latin America is characterized by excess inequality between the highest income group and all other income groups. It is viewed as the major factor restricting the expansion of the middle class in regional countries. The paper analyzes the relationship between income inequality and the size of middle class and then explores the policy-based origins of excess inequality from the perspectives of ineffective redistribution, regressive tax and public spending, and dysfunctional education policy, especially in the period from 1980 to 2002. It is concluded that the expansion of middle class not only depends on the group itself, but also on the state’s policy choices nurturing, supporting and protecting the low and middle classes. Emerging countries should place special emphasis on reducing income inequality, promoting social mobility and expanding the middle class in order to foster an olive-shaped social structure.          (Guo Cunhai)

