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Distribution of household income 

• Increased attention for inequality of 
household incomes over past years 

• See e.g.  
- OECD (2015) In It Together. Why less 

inequality benefits all. 

- OECD (2011) Divided We Stand. Why Inequality 
Keeps Rising 

- OECD (2008) Growing Unequal? Income 
Distribution and Poverty in OECD Countries 

- Thomas Piketty (2015) Capital in the Twenty-
First Century 
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Income inequality varies greatly 
across OECD countries 

Source: OECD (2015) 
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Trends in household disposable income by 
income group over last 25 years 

Source: OECD (2015) 
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Trends in household disposable income by 
income group over last 25 years 

Source: OECD (2015) 
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Changes in inequality 2007-2011 

Source: OECD (2015) 
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Determinants of household income 
inequality 

• Socio-demographic composition 

 

• Market income (capital and labour) 

• Social contributions 

• Personal income taxes 

• Cash benefits 

 

• In-kind benefits (from publicly provided services) 
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Market income 

• Piketty: increase in market income inequality 
over the past decades 

• Changes in capital income 

- Stronger concentration over past decades 

• Changes in income frome work 

- Employment effect 

- Wage effect 



9 Source: Piketty, 2014 



10 Source: Piketty, 2014 
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Source: Saez (2015), website WTID 



12 Source: OECD (2015) 
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The role of the tax-benefit system 

• In general: tax-benefit sysem is very 
important redistributor 

• Taxes and benefits cushioned the impact of 
the crisis on household income, but mostly 
during the first years 
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Source: OECD (2015) 
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Source: OECD (2015) 
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The role of progressive income taxes 

• Taxes are important part of the redistributive 
process and reduce inequality when they are 
progressive. 

• But over past decades, redistributive power of 
taxes has diminished 

- E.g. strong decrease in top rates:  

• has (limited) direct impact on income inequality,  

• but a strong indirect effect. 



17 Source: Piketty, 2014 
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The role of services 

• Household income should reflect social services provided 
by the government , such as subsidized health care and 
education services (www.stiglitz-sen-fitoussi.fr).  

• On average, the size of these services is slightly more 
important than that of all cash transfers taken together.  

• But some countries rely on social services rather than 
cash transfers much more than others 

• Methodologically challenging to incorporate value of 
services in houshold income 
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Public expenditure for in-kind and cash 
transfers, percentage of GDP, 2007 
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also Chapter 8  in OECD (2011) Divided we stand: Why Inequality Keeps Rising. 
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Gini coefficient before and after inclusion of all types 
of public services, 2007 
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Distribution of value of public services over 
quintiles, 2007 
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Tertiary education 

Source: Marx & Verbist, 2014 
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Why look at inequality? 

• Intrinsic: justice 

• Instrumental:  

- Social cohesion 

- Economic growth 

• What can be done? See 
e.g.  

- Atkinson (2015) 

- Piketty (2014) 

- OECD (2015) 
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Atkinson:What can be done?  

• 15 proposals to combat inequality in four 
broad domains 

 

1. Harnessing technological progress and income 
shares 

2. Earnings and employment 

3. Wealth taxation 

4. Small savings and minimum inheritance 

5. Social security for all 
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What can be done? Examples 

• Direction of technological change: encourage innovation 
that increases employability of workers 

• More progressive rate structure (65% on top 1%) 

• Guaranteed public employment at living wage for 
everyone who seeks this 

• Increased taxation of investment income through re-
introduction of earned income tax relief 

• Fresh examination of annual wealth tax 

• A capital endowment for all, either at adulthood or at a 
later date 

• An EU initative for a participation income as a basis for 
social protection, starting with a universal basic income 
for children 
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Thank you for your attention! 


