Journal of Comparative Economics
Volume 35, Issue 4, December 2007, Pages 748-773

Finance and inequality: Channels and evidence ☆
Stijn Claessens a, b, c

, Enrico Perotti b, c

Show more
Outline

Share

Cite

https://doi.org/10.1016/j.jce.2007.07.002

Get rights and content

Abstract
We provide a framework to interpret the recent literature on ﬁnancial development and inequality. In
many developing countries, access to funding and ﬁnancial services by ﬁrms and households is still very
skewed. Recent evidence suggests that poor access does not only reﬂect economic constraints but also
barriers erected by insiders. Inequality aﬀects the distribution of political inﬂuence, so ﬁnancial
regulation often is easily captured by established interests in unequal countries. Captured reforms
deepen rather than broaden access, as small elites obtain most of the beneﬁts while risks are socialized.
Financial liberalization motivated to increase access may in practice increase fragility and inequality, and
lead to political backlash against reforms. Thus ﬁnancial reforms may succeed only if matched by a
buildup in oversight institutions. Journal of Comparative Economics 35 (4) (2007) 748–773.
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