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All questions carry equal marks

PART A — Answer the compulsory question

1. Figure 1 provides a scatter plot between income per capita (in log terms) in 2002 and
inequality between 1972-2002 (as measured by the GINI coefficient) for a large
number of countries. With reference to figure 1 and relevant economic theories, what
can you conclude about the relationship between income per capita and inequality?

Figure 1.
10

Log per capita income 2002
o

20 25 30 35 40 45 50 55 60 65 70
Gini coefficient, averaged over last 3 decades
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