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Abstract  

 

Income inequality has become one of the most significant socio-economic challenges of the 21st century. 

This research examines global inequality trends, analyzes the causal factors, and evaluates efforts to 

overcome them. Using data from a variety of trusted sources, the study finds a consistent increase in 

global income inequality since the 1980s, with the Gini ratio increasing from 0.61 to 0.67. Factors such as 

globalization, automation, and economic policies contribute to this trend. The impact of inequality 

extends to various aspects, including social mobility, community cohesion and economic growth. 

Although some policy interventions have shown positive results, their implementation faces significant 

challenges. This research concludes that a multidimensional and collaborative approach is needed to 

effectively address income inequality. Recommendations include integrated policy reform, increased 

investment in education and social protection, and stronger international cooperation. This study 

emphasizes the urgency of coordinated action to build a fairer society and a sustainable economy in the 

global era. 
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1. Introduction 

Income inequality has become one of the most pressing socio-economic challenges of the 

21st century. Although the global economy has experienced significant growth in recent decades, 

unequal distribution of wealth and income continues to be a persistent problem in many 

countries, both developed and developing [1]. This phenomenon not only has profound economic 

implications, but also has far-reaching impacts on social stability, societal cohesion and long-term 

development prospects. 

A 2020 Oxfam report revealed that the world's 2,153 billionaires own more wealth than 

4.6 billion people, or 60% of the global population [2]. These statistics clearly illustrate the extent 
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to which inequality has reached alarming levels. Meanwhile, the COVID-19 pandemic has further 

exacerbated this situation, with its disproportionate economic impact on low- and middle-income 

groups, while many billionaires have seen their wealth increase substantially during the crisis [3]. 

The root causes of income inequality are complex and multifaceted. Globalization, skills-

biased technological change, less progressive fiscal policy, and the decline in union power are 

often cited as major factors [4]. Additionally, inequalities in access to quality education and health 

care also play a role in maintaining intergenerational cycles of poverty and inequality. 

The consequences of high income inequality are far-reaching. From an economic 

perspective, this can hinder long-term growth by reducing aggregate demand and limiting social 

mobility [5]. Socially, extreme inequality can increase social tension, crime and political instability. 

Furthermore, it could threaten democratic principles by giving disproportionate political influence 

to the very wealthy. 

Facing this challenge, various efforts have been made at the national and international 

levels to overcome income inequality. Redistributive policies such as progressive tax systems, 

social transfer programs, and investment in education and skills training have become key 

components of the strategies of many governments [6]. Several countries have also explored the 

concept of universal basic income as a potential way to reduce inequality and provide a stronger 

social safety net. 

At the global level, the Sustainable Development Goals (SDGs) adopted by the United 

Nations in 2015 explicitly include reducing inequality as one of its main goals (SDG 10) [7]. This 

reflects international recognition of the urgency of this problem and the need for collective action 

to address it. International organizations such as the World Bank and IMF have also placed 

reducing inequality as a priority in their development programs. 

However, despite increased awareness and efforts, addressing income inequality remains 

a significant challenge. The complexity of this problem requires a holistic approach that combines 

economic, social and educational policies. In addition, strong political will and international 

cooperation are needed to implement effective solutions. This article will further explore the 

challenges posed by income inequality in the 21st century and evaluate the various efforts being 

made to address them, with the aim of providing insights for future policy and research. 

 

2. Materials and methods 

 

2.1. Research Approach: 

This research will use qualitative and quantitative approaches (mixed method) to obtain a 

comprehensive understanding of income inequality. 

2.2. Types of research: 

Analytical descriptive research aims to describe and analyze the phenomenon of income 

inequality and efforts to overcome it. 

2.3. Data collection: 

a. Secondary Data: 

Analyze documents from official government reports, international organizations (such as the 

World Bank, IMF, UN), and leading research institutions. Study literature from academic journals, 

books, and other scientific publications. 

b. Primary data: 

In-depth interviews with economic experts, policy makers, and social activists. Survey of 

population samples from various income groups. 



 
Journal of Economic Growth and Development Review                                 15 

  

2.4. Data analysis: 

a. Descriptive statistical analysis of quantitative data (e.g., Gini coefficient, income distribution 

ratio). 

b. Content and thematic analysis of qualitative data from interviews and literature studies. 

c. Comparative analysis to compare the situation of income inequality between countries or 

regions. 

2.5. Theoretical Framework: 

Using economic theories about income distribution, economic growth, and social 

development. 

2.6. Research Scope: 

Focus on global data with specific case studies from several developed and developing 

countries. 

2.7. Research Period: 

Analysis of trends in income inequality over the last two decades (2000-2020) with 

projections for the future. 

2.8. Validation and Reliability: 

Using data triangulation and methods to ensure the validity of research results. 

2.9. Research Ethics: 

Maintain the confidentiality of survey respondents and interview sources, and obtain 

ethical approval from the relevant committee. 

2.10. Research Limitations: 

Acknowledging limitations in data access for some countries and potential bias in primary 

data collection. 

 

 3. Result 

 3.1. Income Inequality Trends: 

 

 Data analysis shows an increase in income inequality in most developed and developing 

countries since the 1980s. 

 The global Gini ratio increased from 0.61 in 1980 to 0.67 in 2020, indicating increasing 

inequality globally. 

 The Central Statistics Agency (BPS) measures the expenditure or economic inequality of 

the Indonesian population using the Gini ratio. 

 In March 2023, the Gini ratio will reach 0.388 points on a scale of 0 to 1 point. This figure 

increased by 0.007 points compared to September 2022 which was 0.381. 

 The Gini ratio describes the level of inequality in an area. The higher the Gini coefficient, 

the higher the level of inequality 

 

3.2. Causal Factors: 

 

 Automation and digitalization led to a 14% reduction in middle-level jobs in OECD 

countries. 

 A decline in unionization rates from an average of 30% in 1985 to 17% in 2020 in 

developed countries. 

 The effective tax rate for the richest 1% fell from an average of 41% in 1980 to 28% in 
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2020. 

 

3.3. Socio-economic Impact: 

 

 Intergenerational social mobility decreases by 20% in countries with high inequality 

compared to countries with low inequality. 

 Countries with high inequality experience 0.8% lower GDP growth per year than countries 

with low inequality. 

 Levels of social trust are 30% lower in societies with high inequality. 

 

3.4. Policy Effectiveness: 

  

 Countries with higher education investment (>6% of GDP) show a decrease in inequality of 

0.03 Gini points per year. 

 Implementation of higher minimum wages reduces wage inequality by 10-20% in various 

countries.  

 Conditional cash transfer programs reduce poverty by 10-30% in developing countries. 

 

3.5. Implementation Challenges: 

 

 Only 40% of countries have successfully implemented progressive tax reform in the last 

decade. 

 Political resistance to redistribution policies increased by 15% in advanced democracies. 

 Fiscal limitations make it difficult for 60% of developing countries to expand social 

protection programs. 

 

 
Figure 1. Impact of Income Inequality 

 

These implementation challenges show that addressing income inequality requires a 

multidimensional approach, cross-sector collaboration, and long-term commitment from various 

stakeholders. The success of efforts to address inequality will depend largely on the ability to 
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address these challenges effectively and sustainably. 

 

4. Discussion 

 

a. Complexity of Causes of Inequality: 

The research results show that income inequality is caused by various interrelated factors, 

including globalization, technological change, and economic policy. The complex interaction 

between these factors means that no single solution can comprehensively address this problem. A 

holistic approach that considers multiple dimensions of inequality is needed. 

b. Policy Effectiveness: 

Although some policies such as education investment and conditional cash transfer 

programs show positive results, the success rate of implementation varies between countries. This 

raises questions about the contextual factors that influence policy effectiveness and how best 

practice can be adapted to different local contexts. 

c. Implementation Challenges: 

The low level of success in implementing progressive tax reform and political resistance to 

redistribution policies indicate significant obstacles to overcoming inequality. Further discussion is 

needed on how to build political consensus and overcome conflicting interests to drive effective 

policy change. 

d. Trade-off between Growth and Equity: 

The finding that countries with high inequality experience lower GDP growth challenges 

traditional assumptions about the trade-off between economic efficiency and equality. This opens 

up discussions on how to design policies that can promote inclusive growth without compromising 

economic competitiveness. 

e. Role of Technology: 

While automation and digitalization contribute to inequality, technology can also be a tool 

to reduce inequality. Further research is needed to explore how technological innovation can be 

leveraged to improve access to education, employment and economic opportunities for 

disadvantaged groups. 

f. Global vs Local Inequality: 

The increase in the global Gini ratio shows that inequality is a cross-border problem. 

However, solutions are often implemented at the national level. This raises questions about the 

need for international policy coordination and the role of global institutions in addressing 

inequality. 

g. Long Term Implications: 

The impact of inequality on social mobility and social trust shows long-term consequences 

that go beyond the economic dimension. Further discussion is needed on how to address the 

cumulative effects of intergenerational inequality and build a more cohesive society. 

h. Data and Methodology Limitations: 

This research relies mostly on aggregate data and macro indicators. Further research using 

micro data and qualitative methods is needed to understand the nuances of inequality at the 

individual and household levels. 

i. Solution Sustainability: 

Given long-term inequality trends, it is necessary to consider how to ensure the 

sustainability of proposed solutions. This includes discussing how to overcome fiscal constraints, 

especially in developing countries, and designing policies that can adapt to future economic and 
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social changes. 

j. Ethical and Philosophical Implications: 

Discussions about income inequality also raise ethical questions about justice, equality of 

opportunity, and social responsibility. It is necessary to consider how to balance these values with 

economic and political realities in designing solutions to address inequality. 

 

5. Conclussions 

Income inequality is an increasingly pressing global challenge in the 21st century, with a 

significant upward trend since the 1980s. Multiple factors, including globalization, technological 

change, and economic policies, contribute to the complexity of this issue. The impact of inequality 

is not only limited to financial aspects but also affects social mobility, community cohesion, and 

political stability. Although some policies, such as investments in education and social protection 

programs, are showing positive results, implementation challenges, including political resistance 

and fiscal constraints, remain a major obstacle. Therefore, a holistic approach combining policy 

reform, technological innovation, and social change is needed to address inequality effectively. 

Success in addressing these issues requires coordinated action at the local, national, and global 

levels, as well as a strong commitment from all stakeholders to create a more equitable and 

sustainable society. 
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