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OUTLINE

• INEQUALITY IN LATAM: LIT. REVIEW
• AID AS POSSIBLE DETERMINANT OF INEQUALITY

– Lit. review
– Theoretical channels

• EMPIRICAL EVIDENCE
– Data and trends (Gini and AID/GDP)
– Correlation analysis
– Cross-country evidence

• Cross-section and pooled
• Panel data: 

– pooled OLS (triennial data)
– -System-GMM (triennial & annual data)

• CONCLUSIONS



INEQUALITY in LATAM
Average Gini 1990-2008
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Changes in Inequality: 1990-2008
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CAUSES
• Macro-policies

– Trade openess
• Fiscal policy

– Progressive taxation
– Condional cash tranfers (focused)

• Lower skilled labour premium
– Increase average years of schooling
– Employment for low-skilled workers (maquiladoras)
– Higher minimum wages

• External flows
– FDI & remittances



OUR SAMPLE



AID in LATAM



DATA for OUR SAMPLE



LIT. REVIEW

• POSITIVE:
– Bornschier et al. 1978; Layton & Nielson 

2008; BjØrnskov 2010
– Herzer & Nunnenkamp 2012 (cointegration)

• No effect:
– Dolan & Tomlin 1980; Chong et al. 2009 (N=112 

T=1972-2001)

• NEGATIVE:
– Cuesta et al. 2006; Tezanos et al. 2013



AID & INEQUALITY: CHANNELS
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SELECTED CHANNELS
• Focus on the poorest zones, groups, sectors
• Better governance: trade unions -> minimum 

wages, collective negotiations…
• Macro-stability: multilateral programmes

– Lower inflation
– Better real exchange rate & terms of trade
– Attract FDI 

• Debt relief frees-up resources
• Direct Budget Support (CCTs programmes)
• Technical cooperation (fiscal reforms)



CORRELATION
By country:
8 cases <0 URU=-5.1 
(R2=0.45)
Brazil ≈0
9 cases >0 ECU=+6.4 
(R2=0.46)



OUR MODEL 
• CONTROLS:

– Chong et al. (2009): 
• inflation; liquid liabilities; literacy; GDPpc; agriculture and 

industry (%V.A.)
– Domestic redistributive policies:

• Public expenditure (and social exp.)
– Labour institutions and education

• Minimum wages (formal); unemployment; Gini-education
– External redistributive flows:

• Terms of trade; FDI; remittances
– Political context: 

• polity 2



CORRELATION MATRIX



RESULTS: cross-section



Results: pooled cross-section



Results: SYS-GMM



ROBUSTNESS

• Gini:
– 2008 vs average
– SEDLAC: Gini, Theil, Atkinson, E(0) but 230 

observations vs our 323 (correlation=0.992)
• Aid

– Per capita vs ODA/GDP(%)
– Gross disbursements (with & without debt 

relief)



CONCLUSION

• Consider aid as an egalitarian external flow
• Multiple channels: 

types, donors, instruments, sectors.
• Complex transmissions
• Caveats:

– Measurement erros (Gini annual)
– Overall effect vs. Country specific effect
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