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 Good morning to everyone. I would like to welcome you to this 

new edition of the international conference organised jointly by the Bank 

of Spain and the World Bank.  

I want to give a special welcome to Augusto de la Torre, chief 

economist for the Americas at the World Bank, and his team. We are 

grateful for their collaboration in putting together this event, with the 

purpose to offer a space for discussion between academics and policy 

makers on issues that are at heart of the policy debate. We are also 

grateful to all the speakers for their willingness to participate in the 

conference. 

 Today’s conference is devoted to an issue that has gained 

importance in recent years: the distribution of income and wealth, its 

recent evolution and its impact on macroeconomic performance. 

 The debate on inequality in advanced economies was largely 

absent in the decades preceding the last big Recession. Indeed, in the 

aftermath of the Global Financial Crisis, a reduction of inequality --

measured in terms of wealth- was observed, due to the collapse in the 

price of financial assets, largely owned by the wealthiest individuals. 

However, in terms of income, inequality increased mainly due to the fall 

in employment. In addition, the destruction of jobs disproportionately 

affected those requiring lower qualifications. In the years following the 

Great Recession, asset prices have recovered significantly. But, 

employment is recovering at a slower pace and the unemployment rate in 

many developed economies is still higher than it was before the crisis.  

 In parallel, we have seen the publication of some influential 

pieces of work which argue that rising inequality is linked to structural 

aspects of our economic system. For instance, the well known book by 

Piketty. It is also worth noting that this year’s Princess of Asturias Award 



for Social Sciences has been granted to a distinguished economist in the 

field of poverty and inequality, Esther Duflo.  

 The unequal distribution of income and wealth has not been a 

core issue in the research agenda of central banks. Bank regulation and 

supervision and price stability, which are the fields of responsibility of 

central banks, have only indirect links to inequality and decisions by 

central banks bear small impacts on it. In the case of traditional monetary 

policy, decisions on interest rates imply transfers of income between 

borrowers and lenders, but these effects should cancel each other out 

over the business cycle. There is also evidence that high inflation 

adversely affects individuals who are less able to protect themselves, 

often those in the lowest levels of the income distribution, pointing to 

another source of beneficial effects from the quest for price stability. 

Recently, the impact of unconventional monetary policy on inequality has 

been a subject of discussion. As unconventional monetary policies work 

by boosting asset prices, in order to loose monetary conditions, it is 

argued that they play in favor of those individuals with higher proportions 

of financial wealth. However, it has to be acknowledged that if those 

policies had not been implemented to help the recovery, the losses in 

terms of employment would have been much higher. Unconventional 

monetary policies reduce the financing costs of businesses and 

households, as well as the financial burden of past debt, and increase the 

present value of new investment projects, promoting better conditions for 

the recovery of domestic demand. 

 The tools better suited to reduce inequality (education and 

health systems, taxation, etc.) are, indeed, outside the scope of 

responsibility of central banks. Central banks should focus themselves in 
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promoting macroeconomic stability and ensuring low inflation. In this way 

they also contribute to lower inequality. 

 There is, nevertheless, a question about how inequality may 

affect the economic context in which central banks operate. For example, 

the increase in inequality may, in part, explain a higher propensity to 

save, giving some ground to the secular stagnation hypothesis and its 

implications in terms of a lower natural interest rate, which is a crucial 

parameter for a central bank. There is also empirical work [done at the 

IMF] suggesting that growth is more sustainable and lasting if it is 

accompanied by a reduction in inequality.  

 The relationship between inequality and financial stability seems 

to be more important. Well-known research published by Raghuram 

Rajan relates the origins of the Global Financial Crisis in the US to the 

implementation by US authorities of economic policies facilitating access 

to credit for large sectors of the population that were falling behind in 

their participation in national income. Romain Rancière, who will be a 

speaker in the second session today, and his co-authors highlight how 

the unequal distribution of income and wealth can generate over-

indebtedness and a financial crisis. 

 The regulatory reforms undertaken after the Global Financial 

Crisis are designed to limit the possibility of such crises occurring, 

whatever the reason. In particular, I would emphasise the development of 

macroprudential tools, whose purpose is to prevent the emergence of 

systemic risks. In fact, the relationship between inequality and financial 

stability is an additional argument in favour of the central bank assuming 

responsibilities in this area. 

***** 



 Our conference today will open with a presentation by Leandro 

Prados de la Escosura who will provide a historical perspective on 

international developments in inequality, comparing non-economic 

variables, such as life expectancy or education, with per capita income.   

 Following this, in the first round table discussion, Leonardo 

Gasparini, Augusto de la Torre and Santiago Levy will talk about the 

evolution of inequality in Latin America, one of the regions where 

inequality has been reduced the most in recent decades, and the role 

played by economic policies, in particular education policies. 

 In the second panel, Marcelo Olarreaga, Romain Rancière and 

Andrea Brandolini will focus on the macroeconomic effects of inequality 

in advanced economies, analysing their financial, fiscal and growth 

implications, and the challenges for economic policy. 

I am sure that you will enjoy the conference and last but not least, your 

stay in Madrid. 

 Thank you very much. 

 

 


