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1. Introduction

International comparisons of economic income inequality have typically shown that the Nordic
countries (Denmark, Finland, Norway and Sweden) at least up until the late 1980s had the most equal
distributions of income among industrialised countries. For example, the recent comprehensive study
by Atkinson, Rainwater and Smeeding (1995), published by the OECD and mainly based on data from
the Luxembourg Income Study (L1S), found Finland, Norway and Sweden at the top in terms of
equality of disposable income in the late 1980s. The results in their study, which are summarised in
Table 1, reveal that among 15 OECD countries only Belgium came close to these three Nordic
countriesin terms of equality of disposable income. In the table we report Gini coefficients and 90/10

percentile ratios from their study. A broadly similar ordering is obtained by comparing Lorenz-curves.

At the time of the study by Atkinson et al., Denmark had not yet entered the Luxembourg Income
Study. We had, however, access to the new LIS data sets for Denmark and estimated Denmark’s
position in thisinternational "ranking list”. It turns out that Denmark in 1987 had a more unequal
income distribution than its Nordic neighbour countries. However, from 1987 to 1992 the Gini
coefficient declined by almost two percentage points, which (as we will see below) will make

Denmark pass Norway and Sweden in thisinternational list.

There are several possible explanations to the favourable Nordic record in terms of equality of
income. All countries have, by international standards, ambitious "welfare states’ that combine high
levels of taxes and public expenditures with the goal to equalise economic outcomes. Labour force
participation among married women is high. Occasionally, it is also argued that the Scandinavian
countries have more homogeneous popul ations with respect to qualifications relevant for earnings
capacity than many other countries, and that this homogeneity contributes to an equal earnings

distribution.

In the public discussion in these countries, it has also often been claimed that a high level of
employment and alow unemployment rate are decisive for an equal distribution of income. Several
politicians have over the years claimed that " nothing is more important for income distribution than
keeping the unemployment rate low”. Such aview is easy to understand. If those who are hit by
unemployment in general suffer significant income losses, and if the incidence of unemployment is
highly concentrated among the low skilled and low paid, it would be surprising if rising

unemployment would not widen income differentials.



Table 1 Inequality of disposableincomein OECD countries

Country and year Gini 90/10 ratio
Finland, 1987 0.207 2.59
Sweden, 1987 0.220 2.72
Norway, 1986 0.234 293
Belgium, 1988 0.235 2.79
Luxembourg, 1985 0.238 3.15
Germany, 1984 0.250 3.00
Netherlands, 1987 0.268 2.85
Denmark, 1987 0.257 3.25
Denmark, 1992 0.240 2.86
Canada, 1987 0.289 4.02
Australia, 1985 0.295 4.01
France, 1984 0.296 348
United Kingdom, 1986 0.304 3.79
Italy, 1986 0.310 4.05
Switzerland, 1982 0.323 3.43
Ireland, 1987 0.330 4.23
United States, 1986 0.341 5.94

Source: Atkinson et al., tables 4.1 and 4.4. Household size is adjusted for by means of the ” square root” equivalence scale,
i.e. the equivalent number of adultsin the household (family) equals the square root of the number of membersin the
household. " Person weights” are used, i.e. each household is weighted by its number of persons. The equivalent income of
the household is assigned to each of its members. No age limits are used. The numbers for Denmark are not from Atkinson et
al. but are own computations from the LISHiles.

The macroeconomic development in the late 1980s and early 1990s offers an interesting opportunity
to examine the importance of the latter explanation for the distributional record in the Nordic
countries. The four countries were hit by severe macroeconomic problems that made unemployment
rise to levels unprecedented since the depression in the 1930s. The rapid rise in unemployment started
first in Norway and Denmark. From the very low level of 1.5 percent in 1987, the Norwegian
unemployment increased in every year up until 1993, when over 5 percent of the labour force were
unemployed. The previous peak - in the era since 1961 when modern labour force surveys became
available - was around 3 percent in 1984. In Sweden, the unemployment rate rose rapidly from 1990
to 1993. From the clearly below 2 percent in 1990, unemployment reached close to 8 percent in 1993,
which is more than twice as high as in the previous peak in 1983 (also in the era of labour force
surveys since 1961). Even if the experiences of both Norway and Sweden in these years were both
unexpected and dramatic, Finland stands out as the country with the most drastic change in
unemployment. Sparked by not only an international recession and reduction in domestic demand as
in Norway and Sweden, but also by the collapse of the Soviet Union, the unemployment ratein
Finland virtually skyrocketed from some 3 percent in 1989 and 1990 to over 18 percent in 1993. In

contrast to its three northern neighbours, Denmark had a long period of persistently high



unemployment, starting with the first oil crisisin 1974. In the late 1980s, the economy ran into a
seven year deep recession and the Danish unemployment rate started to increase further, from atrend
level of about 7-8 percent to 12 percent in 1994. The Danish unemployment experience is thus closer

to the continental European than to the Nordic unemployment history in the 1980s and early 1990s.

In addition to rising “open” unemployment, the number of persons employed in temporary labour
market programmes rose in all four countries during these years. Thus, what is sometimes called the

“total” unemployment rate, was markedly higher than “open” unemployment.

In early 1997, when this paper is being written, our countries have not yet recovered from the shocks
of thelate 1980s and early 1990s. In terms of unemployment, especially Finland and Sweden seem to
have become like most other European countries with rates close to or above 10 percent. Both

Norway and Denmark have experienced asignificant fall in unemployment since 1993.

The purpose of this study is to examine how income distribution was affected by these severe
macroeconomic events. Did they bring the Scandinavian countries to ” Central European levels’ also
in terms of inequality of income? We continue the paper in Section |1 by taking a closer ook at what
happened to unemployment, labour force participation and income distribution up until 1993 (or
1994) in these four countries. We will see that standard measures of inequality of annual disposable
income reveal only moderate increases during the crisis years. Therefore we continue in Section I11 by
discussing four hypotheses, which explain why the impact of unemployment on inequality was quite
small in the Nordic countries. Section 1V offers analyses of these hypotheses and Section V concludes

the study. We present detailed data information in an Appendix.

2. What happened in thelabour market and to the distribution of
income?

Thelabour market

In Figure 1, we show the evolution of the rate of open unemployment for 20-64 and 30-54 (or 25-54)
year old workers from 1980 to 1995 for the four countri es.! Obvious! y, Finland had the most dramatic
rise in unemployment, from 3.2 percent in 1990 to 17.9 percent in 1994 for the 20-64-year-old. The
prime-aged group followed the broader group very closdly, but at adightly lower level. Despite a

L All basic data series and their sources are described in Appendix B.



recovery for the Finnish exporting industries from early 1993 onwards, unemployment remained at
these high levels through 1995. Sweden has the same time pattern as Finland with very low
unemployment in the boom years of 1989 and 1990 and a rapid increase thereafter. However, the open
unemployment rate in Sweden only reached 7.9 percent in 1993 (for 20-64-year olds) and 6.1 percent
for prime-aged.

In Norway, unemployment started to increase as early as 1987 and the increase continued every year
until 1993 for both age groups. After the peak in 1993 at 5.6 percent for 20-64-year olds, Norway’s

unemployment rate declined more markedly than Finland’ s and Sweden’s.

Denmark also had a continuous increase in unemployment from 1987 onwards, and thisincrease did
not stop until 1994 at the level of 12.3 percent for the broadest age group. However, Danish
unemployment was already in 1983 close to ten percent. Hence, the evolution of unemployment in
Denmark in the 1980s and first half of 1990s was less dramatic, although at a high level.

All countries tried to combat the rise in unemployment by introducing various labour market policies
to provide job and training opportunities for unemployed workers. Note that participantsin such
programmes are not included in Figure 1. These programme participantsin general received earnings
or training benefits at the same level as the unemployment benefit to which they otherwise would
have been digible - afact that is likely important when considering the distributional consegquences of
the crises.” Because replacement rates - see below - typically did not exceed 80 percent in any of the
countries, some income losses could also be expected among the programme participants. In Sweden,
amost 5 percent of the labour force were employed by means of such measures at the peak of the
unemployment crisisin 1993 and 1994; up from around one percent in 1989.3 Despite the fact that
Denmark had persistent high unemployment since the mid 1970s, large scale active labour market
programmes were not introduced until the late 1980s. In 1985, 1.7 percent of the labour force
participated in job offer and activation schemes, increasing to 3.6 percent in 1995. In Norway and
Finland the equivalent numbers were also lower than in Sweden - about 2-3 percent of the labour
force. Finland relied mainly on employment programmes, whereas Norway emphasised labour market

training.

% There are some exceptions to this general rule. In Sweden, for example, those unemployed job searchers who are not
eligible to unemployment insurance benefits but received unemployment assistance could get a higher benefitin a
programme than as unemployed.

% These numbers do not include the more permanent measures for handicapped workers.



Figurel. Unemployment ratesin Denmark, Finland, Norway and Sweden, 1980-1995
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Sources: Labour force surveysin respective country.

In Figure 2 we complement the unemployment data by showing how labour force participation
evolved over the same period. These numbers suggest that the unemployment data underestimate the
declinein employment in all the Nordic countries - another fact that isimportant when considering
the likely impacts on income distribution. Sweden had the largest decline in labour force participation
- drops of some 6 percentage points from 1989-90 to 1993-94 for 20-64-year-old and some 4
percentages points for the prime aged group. Possibly half of this decline can be attributed to the fact

that participants in some of the new labour market programmes were counted as ” outside the labour

force” - as students - in the surve'ys.4

4 Participants in programmes that offer training benefits (utbildningsbidrag) are counted as students in the labour force
surveys. In the beginning of the recession, Sweden relied to alarge extent on traditional labour market training. In 1992 and
1993, two new measures (ungdomspraktik and arbetslivsutveckling) were introduced. Even though these measures had many
similaritieswith public temporary jobs (relief works, beredskapsarbeten), the participants received training benefits and
were hence counted as students in the labour force surveys.



Figure2.  Labour force participation rates in Denmark, Finland, Norway and Sweden,

1980-1995
Denmark Finland
95 - 20-64 years of age 95 - 20-64 years of age
] — - — - 25-54 years of age 1 — - — - 30-54 years of age
907 —= - - 90: ’/ ————— \--\~v’.§.\
i - —_- 1. ———
85 - 85 -
80 - 80 -
75 1 T T T T T T T T T T T T T T 1 75 | T T T T T T T T T T T T T T 1
1980 1982 1984 1986 1988 1990 1992 1994 1980 1982 1984 1986 1988 1990 1992 1994
Norway Sweden
95 20-64 years of age 95
] — - — - 25-54 years of age ] N ~. e
] 1 -7 .
20 90 =
Lot~ : /\
i P - _ i ]
85 = = < 85
] < ] \/
I - ] 20-64 years of age
80 80 -
1 ] — - — - 30-54 years of age
75 1 T T T T T T T T T T T T T T 1 75 1 T T T T T T T T T T T T T T 1
1980 1982 1984 1986 1988 1990 1992 1994 1980 1982 1984 1986 1988 1990 1992 1994

Sources: Labour force surveysin respective country.

Labour force participation declined also in the other Nordic countries when open unemployment
increased. In Norway participation fell by around 2 percentage points from 1987/88 to 1993. The
number of training participants increased at the same time, but not by as much as labour force
participation fell. Denmark and Finland had the smallest declines; in therange 1 - 1.5 percentage
points in both countries over the years when unemployment rose continuously. The stability of labour

force participation in Finland is quite remarkable in light of the rapid rise of unemployment.

Income distribution
In Figure 3 we show what happened to the distribution of disposable income in the years of rising

unemployment. We use the same equivalence scale and unit of analysisasin Table 1, but in order to



focus on the impact of unemployment we confine ourselves to the two age groups 20-64 year and 30-

54 (or 25-54) year ol ds.> See Appendix A for more information about the income data.

In Finland, despite the dramatic increase in unemployment after 1990, the Gini coefficient of
disposable income did not increase at all. Sweden did not have a dramatic increase in inequality in the
early 1990s either, although the year to year pattern is different from that in Finland. The Gini
coefficient rose in 1991 for both age groups by one and a half percentage points, which is consistent
with a deleterious effect of unemployment on equality. However, from 1991 to 1993 there is no

further increase in inequality of disposable income despite rapidly rising unemployment.

Unfortunately, there are some problems with Swedish income distribution datain these years which
complicate the analysis. A mgjor tax reform, made effective in 1991, had several consequences for
income distribution as well as for the data that can be used for analysis of the income distribution.
One part of the tax reform was to broaden the tax base. As a consequence, aso the income concepts
used by Statistics Sweden were changed. Thisisthe reason why there is a shift in the series. The
numbers for 1989 and 1990 for the series that continue to 1994 are estimates of income distributions
with imputations of the income components that became part of taxableincomein 1991. As
emphasised by Bjorklund, Palme and Svensson (1995), some careis called for in interpreting these
numbers for 1989 and 1990. Another consequence of the tax reform was that the incentives to
postpone realisations of capital gains until 1991 were strong. A closer examination of the data for
1991 by Bjorklund et al. showed that capital gains contributed to high inequality of incomein 1991,

and a series that excludes this component of income reveals only a small increase from 1991 to 1992.

Taking these data problems into account by treating 1991 as an "outlier”, we find an increase in the
Gini coefficient from 1989 to 1993 by almost two percentage points for the 20-64-year old and by less
than half a percentage point for the prime-aged group. The reasons for the different time patterns for
the two age groups require further analysis. One possible reason, though, isthat the recession hit the
young more severely than prime-aged, because the young are not covered by unemployment
compensation as well as adults are. Further, enrolment in higher education rose rapidly in the early

1990s. From 1993 to 1994 there is a marked increase in the Gini coefficient. Aswe will see below,

® Note that we analyse income inequality among individuals so that the individual is the unit of analysis even though the
household is the unit of observation. Since households differ in size and composition, household incomes are adjusted by the
sguare root scale and the per capita scale, respectively. See Appendix A for more detailed information on the income sources
that add up to disposable income.



thisincrease can to alarge extent be explained by capital gains due to high incentivesto sell stocksin

1994 because of atax increasein 1995.°

For Norway we would expect a continuous increase in inequality from 1987 until 1993 asa
consequence of rising unemployment in these years. However, there islittle evidence of such a pattern
for Norway. There was arelatively steep increase in inequality from 1988 to 1989 for both age groups
that coincides with the rapid rise in unemployment. Comparing 1986 and 1987 with the fina year of
1993, there is an increase in the Gini coefficient of around two percentage points that could be

attributed to rising unemployment.

For Denmark, our time-series covering 1981 to 1990’ reveals that inequality was more or less
unaffected for the 20-64 years old by the decline in unemployment from 1983 to 1986: For the prime
aged group, the Gini even increased by about one percentage point during this period of falling
unemployment. Looking at the period of rising unemployment from 1986 onwards, we can see that
this series hardly responded up to 1990. Even more remarkable is that the Gini computed from the
L1S-datafor 1987 and 1992 has declined despite rising unemployment.

To sum up, we have found that inequality of disposable income did not respond at al to drastically
rising unemployment in Finland and was also more or less unresponsive to the less drastic increasesin
Denmark. The results for Norway and Sweden, however, suggest that inequality responded to rising
unemployment. However, on the whole we are struck by the low magnitudes of these responses.
Unemployment may at most have increased the Gini coefficient by two percentage points. Hence, in
1993, at the peaks of unemployment, these countries likely remain at the top of the international
ranking by income equality. These general conclusions are not very sensitive to the choice of
equivalence scale and the measure of inequality that we employ. As the data shown in Appendix B

demonstrate, the genera patterns remain the same with other choices of scales and measures.

® See also Ministry of Finance (1996).

" We note that this series has another source than the L1S-datain Table 1. The definition of disposable income in Figure 3 is
less complete in two respects. First, housing alowance is not included. Second, the household definition is based on marital
status and treats nonmarried cohabiting couples as single persons. See Appendix A.
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Figure 3. Gini coefficients of disposable income 1985 - 1993 in Denmark, Finland, Norway and

Sweden
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Sources: See appendix. Note: The squareroot equivalence scale was used.

3. What can explain the facts?

We find the absence of large increases in inequality worthy of additional investigation. The most
obvious potential explanations are generous unemployment benefits, uniformly distributed incidence
of unemployment, counteracting changes of income from other sources, and intra-household

adjustments. We discuss each of them in turn.
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Hypothesis 1. Gener ous unemployment benefits

The most straightforward explanation for finding only small effects of the unemployment shocks on
the inequality of disposable income isthat unemployed workers were compensated for most of their
earnings losses by generous unemployment compensation schemes. No doubt, it is reasonable to
believe that these schemes in the Nordic countries were capable of mitigating the income losses that
the laid off workers made in the recession. However, acloser ook at the institutional facts suggests

that thisisatoo simplistic view.

First, one has to take into account that not even the Nordic welfare states offer unemployment benefits
that replace 100 percent of income losses, and far from all unemployed workers are covered by the
existing schemes for unemployment compensation.8 Denmark has the most generous income support
for unemployed workers. In 1992, 83 percent of all unemployed persons were covered by the Danish
unemployment insurance benefits. Jensen (1995) reports a small decline in the coverage from 1979,
when 90 percent were covered. For low-income earners the replacement rate is 90 percent of previous
earnings. However, amaximum level on the daily benefit makes the replacement rates for many
unemployed workers lower than 90 percent. This maximum level was kept constant in nominal terms
during most of the 1980s, and hence replacement rates for high-skilled workers decreased over this

period.

Finland is the other extreme with the least generous unemployment compensation system. Around 50
percent of the unemployed workers were covered by the major benefit system (unemployment
insurance) around 1990. Coverage increased from around 46 percent in 1988-1990 to 54 percent in
1992. On average, unemployment insurance replaced around 50 percent of forgone earnings. A
maximum level of the daily benefit makes this replacement ratio higher among workers with low
incomes. Unemployment assistance is a second benefit system in Finland that in the period we
consider covered about athird of the unemployed; the coverage rate increased from 28 percent in
1990 to almost 39 percent in 1992. Because of the increase of the coverage of the two systems from
1990 to 1992, the fraction of unemployed job searchers without any of these compensations
diminished from 25 to 7 percent between 1990 and 1992. Unemployment assistance replaced only

around a quarter of the income losses of typical workers.

8 The following presentation is primarily based on Jensen (1996) for Denmark, Eriksson (1996) for Finland, Torp (1996) for
Norway, and Bjérklund (1996) for Sweden. See also OECD (1996, ch. 2).
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The public Norwegian unemployment compensation system9 has a replacement rate of 65 percent, but
amaximum level of the benefit makes the replacement rate lower for high income earners. In the
years when unemployment peaked, around 75 percent of the unemployed workers were recipients of

unemployment benefits from this system.

The major benefit system in Sweden, unemployment insurance, replaced 90 percent of forgone
income from 1987 to 1992.*° In 1993 the replacement rate was reduced to 80 percent. There was also
amaximum level of the benefit and as a consequence the replacement rate was lower for high income
earners in Sweden like in the other Nordic countries. Some of the unemployed who are not eligible for
unemployment insurance can instead receive unemployment assistance.™ This system offers
compensation at aflat rate that for typical workers replaces 30-40 percent of foregone earnings.
Unemployment insurance covered around 65 percent of al unemployed in the late 1980s and early
1990s, whereas around 10 percent of all unemployed job searchers received unemployment
assistance. For the prime-aged, the numbers for unemployment insurance were 5-8 percentage points

higher.

Sweden has also some complementary unemployment compensation schemes that are run by the
unions and the employers' organisations. These are generally designed as redundancy payments for
laid-off workers who have remained with their previous employer for several years. The coverage and

the replacement levels of these complementary schemes are not well documented in public data.*?

The fact that all four countries have a maximum level of their daily unemployment benefits implies
that there is a second factor - a counteracting factor - to take into account when considering the impact
of unemployment on income distribution. It might very well be that workers - and hence in general
also their families - in the lower part of the income distribution make quite small income losses from

unempl oyment.13 On the other hand, workers in the upper part of the income distribution - even if

® Norway is the only Nordic country with a completely public unemployment compensation system, whereas the systems in

the other countries are run by unemployment insurance funds that are closely tied to the labour unions. The funds are highly
subsidised by the government.

19 Prior to 1987 the replacement rate was 11/12 of previous earnings.

! Kontant arbetsmarknadsstéd, KAS.

12 Bjorklund and Holmlund (1991) report that the number of recipients of such compensations during a calendar year in the
late 1980s were 15-20 percent of the number of persons who were unemployed any time during ayear.

13 A recent Danish study (Pedersen and Smith, 1995) shows that when fixed costs of work are taken into account, about 25
percent of all employed workers earn less than $70 per month from holding afull time job compared to collecting
unemployment benefits.
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they may berelatively fewer - might make considerable income |losses due to low replacement rates.
This structure of the unemployment compensation schemes might at least reduce the adverse

distributional impacts of rising unemployment.

Third, we noted in section 2 that the number of participantsin various labour market policy
programmes increased in parallel with the rise in unemployment. Because compensation rates in these
programmes are in the same range as unemployment benefits, one would expect that the participants

suffered income losses compared to a counterfactual in which they would have ajob.

A final factor to take into account is that labour force participation has dropped in conjunction with
the rise in unemployment, and dropouts from the labour market are not covered by unemployment
benefits. These dropouts could potentially receive early retirement pensions (as well as social
assistance benefits) which are offered in all four countries. The number of recipients of early
retirement do in general follow the development of unemployment, but it is not likely that a majority

of the dropouts have received this type of pension.

To sum up this discussion, we have noted that far from all unemployed workers are eligible to
unemployment compensation and that replacement rates for those who were eligible to unemployment
insurance were in the range 50 to 80 percent during the years that we are examining. Therefore many
of the unemployed suffered income losses. The lower replacement rates among workers with high
previous earningsis alikely counteracting effect. Further, laid-off workers who participated in labour
market programmes also suffered income losses, because the replacement rates in these programmes
were |ess than 100 percent. Finally, in all four countries, and in particular in Sweden, labour force
participation fell, which in turn implies that employment declined more than unemployment
increased. It isnot likely that early retirement schemes and other means-tested benefits covered the

income losses associated with loss of employment.

All four countries also have means-tested social assistance systems that can be considered society’s
final safety net.** Further, there are means-tested housi ng allowances that can replace income losses
for families with unemployed workers. Hence, even if the unemployment benefit schemes did not
cover all income losses from unemployment, other parts of the transfer system might have helped

families with low incomes during the crisis years.

¥ In al four countries, the number of social assistance recipients increased as a response to rising unemployment.
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Hypothesis 2: Even incidence of unemployment

Previous studies of the distributional profile of unemployment support the traditional view that a
recession disproportionately hitsindividuals and families in the lower part of the earnings
distribution. Opposed to previous recessions, however, it might be that the incidence of
unemployment during these crises was mare uniformly distributed across earnings. In all four
countries, the construction and the banking/finance industries - both with relatively high wage levels -
were hit more severely and earlier than other industries. Hence male unemployment rose particularly

fast. These facts suggest that it was anew “type”’ of unemployment that arose in these years.

Hypothesis 3: Counteracting changes of income from other sources

A third possible explanation could be that the impact of unemployment on overall income distribution
was counteracted by other effects of the crises. For example, it could be that capital and self-
employment income decreased because of the downturn of the economy. Even though those who
suffered such income losses did not become unemployed, they might have suffered considerable
income losses. Further, those who suffered such losses might be found in the upper part of the income

distribution both before and after the losses occurred.

Hypotheses 4: Intra-household adjustments

Another potentially counteracting effect is related to the household. In all Nordic countries, |abour
force participation among married women was very high in the late 1980s and early 1990s. In
particular among the prime-aged, households with two income earners were therefore predominant.
Hence, the impact of unemployment on income distribution might have been different in this
depression than in the 1930s, when the husband was the main and often only breadwinner of the
family. A possible reaction to the unemployment of one of the spouses might have been increased
labour supply of the other spouse by e.g. working more (overtime) hours.™ However, the more highly
positively correlated unemployment risks are, the smaller one would expect this counteracting effect
to be. We do believe that it is an interesting task to examine how vulnerable to macroeconomic shocks
the present Nordic societies are compared to those prevailing in the 1930s, and compared to other

countries with lower female participation rates.

5 Dex et al. (1995) investigate one aspect of such compensatory labour supply behaviour, namely Iabour force participation
of women with an unemployed husband. For Denmark and Sweden, they find no significant effect of a husband receiving
unemployment benefits on labour force participation of wives.
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4. Empirical results

We proceed to analyse the plausibility of the proposed explanations. We confine ourselves to persons
who were 30 to 54 years old. By doing so, we focus more specifically on alimited number of
mechanisms. To include the young, would mean that changes in the fraction of students might be an
important factor to take into account. To include those who are older than 54 years, would also
complicate matters, in particular because of differences and changesin early retirement schemes. In

both cases the analysis would be further complicated.

A decomposition technique
To study the proposed explanations, we decompose the Gini coefficient by income components as
originally proposed by Rao(1969). Total disposable income, Y, isthe sum of k different income

sources, i.e.
(1) Y= Z Y, .
The Gini coefficient of disposable income can be decomposed into a sum of k different components as

@ G:z%k
k

where 1, and u are the means of income component Y, and total (disposable) incomeY, and C, isthe

concentration coefficient™ of income component k. The concentration coefficient can be interpreted
as ameasure of the association between income component k and disposable income. For example,
assumethat L > 0. Then a negative value of Cy expresses negative interaction which means that the
contribution of component k to overall inequality is equalising. Note that an equal amount of
component k to every income receiving unit is considered to be neutral with respect to overall
inequality. In this case the concentration coefficient is equal to zero. A positive value of Cy expresses
adisequalising contribution to overall inequality. For ik < O, for example when Y denotes taxes, a
positive value of Cy expresses an equalising contribution to overall inequality. In subsequent

discussion we will define the contribution of income component k to overall inequality by (/1) Cx .

18 The concentration coefficient Cy defined as the Gini coefficient in the conditional distribution of component k given the
individuals' (or households') rank order in disposable income.
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The above interpretation of the concentration coefficients is based on a consideration where the
influence of the income components on overall inequality isjudged simultaneous y.17 Thusthe sign of
Cx solely shows whether component k has contributed positively or negatively to overall inequality,
but is non-informative in regard to how a marginal increase in component k will affect overall
inequality. This question can, however, be answered by deriving the elasticity of the Gini coefficient
in the distribution of disposable income with respect to the mean of income component k. Provided
the other income components are kept fixed, the elasticity is established by straightforward

differentiation,
JdlogG
(3) —g = ﬂ ? —1@
dlogy, G
This result shows that a marginal increase in the share of one income component will increase

(decrease) overal inequality if and only if the concentration coefficient islarger (smaller) than overall

inequality (G).

In applying this technique to shed light on our hypotheses, we divide disposable income into six

different income sources.

1) Earnings. In earnings we include all tax liable transfers like sick and maternity leave pay, but not
any unemployment compensation. We also include benefits from participation in labour market
policy programmes.

2) Self employment income.

3) Capital income.

4) Unemployment benefits. In addition to unemployment insurance benefits we include
unemployment assistance for Finland and Sweden. The means tested social assistance benefit,
however, isincluded among tax-free transfers.

5) Tax-freetransfers. Important transfers are child and housing allowances as well as social
assistance.

6) Taxes. Taxeswill get negative weights in the decomposition because they are deducted from other

income components to arrive at disposable income.

7 For further discussion of the interpretation of the decomposition of the Gini coefficient, see Lerman and Yitzaki (1985)
and Aaberge and Aslaksen(1996).
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Hypothesis 1

If our first hypothesisis correct, we would expect to find that the stability of the income distributions
are due to two counteracting effects. On the one hand, earnings increasingly contributing to
inequality. Because the income share of earningsislikely to fall during the recession, this effect
would instead come from the concentration coefficient for earnings (C,). On the other hand,
unemployment benefits are expected to be increasingly negatively contributing to inequality, i.e.
increasing W4/M, decreasing C,, or both. Possibly also tax-free transfers such as social assistance and
housing allowances could contribute with similar equalising effects. In Table 2 we show the
contributions of the six income components to the Gini coefficient over the periods when
unemployment rose in the four countries. In Table 3 we complement with more detailed information -
the income shares and the concentration coefficients - for one year with “low” and one with “high”

unemployment.

This simple hypothesis fits the Danish data reasonably well. The contribution to inequality from the
earnings component was increasing during the period of increasing unemployment in the late 1980s,
and this increase was driven by the concentration coefficient. But contrary to the findings in the other
countries, the equalising effect from income taxes was increasing during these years. The tax effect
was nearly offsetting the effect from earnings, resulting in a nearly constant Gini coefficient. Looking
at the results based on LI1S-data, where the last year of observation is 1992, the contribution to rising
inequality from earnings seems to be dlightly smaller. Further, the equalising impact of the

unemployment benefits and tax free transfers become stronger during the late 1980s and early 1990s.
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Table2. Thecontribution of variousincome componentsto the Gini coefficient of the distri-
bution of disposableincome among individuals 30-54 yearsold. Standard errors of
the Giniswithin parenthesis

Denmark 1986 1987 1988 1989 1990 L1S-1987 L1S-1992
Earnings 0.300 0.305 0.318 0.322 0.331 0.304 0.311
Self empl.income 0.072 0.069 0.067 0.055 0.060 0.049 0.059
Capital income 0.005 0.014 0.010 0.014 0.013 0.017 0.009
Unempl. benefits -0.010 -0.015 -0.018 -0.018 -0.017 -0.008 -0.012
Tax-free transfers -0.010 -0.012 -0.010 -0.011 -0.011 -0.005 -0.018
Taxes -0.113 -0.129 -0.134 -0.132 -0.137 -0.138 -0.139
Gini 0.245 0.232 0.233 0.230 0.240 0.220 0.209
(0.005)  (0.004) (0.005)  (0.004)  (0.004) (0.004) (0.005)
Finland 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings - - - 0.305 0.296 0.269 0.281 0.276 -
Self empl.income - - - 0.049 0.044 0.033 0.038 0.032 -
Capital income - - - 0.022 0.022 0.033 0.025 0.047 -
Unempl. benefits - - - -0.004 -0.004 -0.010 -0.010 -0.019 -
Tax-free transfers - - - -0.021 -0.020 -0.009 -0.008 -0.005 -
Taxes - - - -0.142 -0.132 -0.121 -0.107 -0.128 -
Gini - - - 0.208 0.206 0.195 0.192 0.204
(0.002) (0.002) (0.002) (0.002) (0.003)
Norway 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings 0.206 0.209 0.221 0.244 - 0.237 0.263 0.235 0.254
Self empl.income 0.092 0.093 0.075 0.087 - 0.086 0.071 0.081 0.076
Capital income 0.019 0.031 0.027 0.040 - 0.025 0.019 0.050 0.052
Unempl. benefits -0.001 -0.001 -0.001 -0.001 - -0.003 -0.005 -0.002 -0.004
Tax-freetransfers -0.014 -0.015 -0.011 -0.013 - -0.017 -0.017 -0.025 -0.024
Taxes -0.086 -0.097 -0.085 -0.100 - -0.102 -0.104 -0.100 -0.114
Gini 0.215 0.221 0.208 0.227 0.220 0.227 0.218 0.238 0.239
(0.004) (0.006) (0.004) (0.007) (0.004) (0.006) (0.004) (0.010) (0.005)
Sweden 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings - - - 0.291 0.296 0.300 0.315 0.327 0.322
Self empl.income - - - 0.002 0.004 0.001 0.008 0.006 0.004
Capital income - - - 0.071 0.075 0.072 0.037 0.036 0.084
Unempl. benefits - - - -0.002 -0.002 -0.003 -0.007 -0.007 -0.008
Tax-free transfers - - - -0.014 -0.014 -0.016 -0.018 -0.021 -0.021
Taxes - - - -0.132 -0.141 -0.120 -0.112 -0.119 -0.127
Gini - - - 0.215 0.217 0.234 0.222 0.223 0.255
(0.004) (0.008) (0.010) (0.004) (0.010) (0.006)
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Table3.

Income component contributionsto the Gini coefficient of disposableincomefor ye-
arsof “low” and “high” unemployment. Income shares and concentration coeffi-
cientswithin parenthesis

Denmark 1986 Denmark 1990 Denmark L1S-1987 Denmark L1S-1992
“low” “high” “low” “high”
Earnings (1.243 x 0.242) (1.299 x 0.255) (1.328 x 0.229) (1.290 x 0.241)
0.300 0.331 0.304 0.311
Self empl. Income (0.126 x 0.571) (0.100 x 0.605) (0.082 x 0.596) (0.075x 0.791)
0.072 0.060 0.049 0.059
Capital income (0.027 x -0.174) (0.014 x 0.976) (0.040 x 0.442) (0.025 x 0.345)
0.005 0.013 0.017 0.009

Unempl. benefits

Tax-freetransfers

(0.057 x -0.175)

-0.010

(0.022 x -0.442)

(0.073 x -0.232)

-0.017

(0.041 x -0.283)

(0.050 x -0.166)

-0.008

(0.035 x -0.136)

(0.074 x -0.164)

-0.012

(0.077 x -0.235)

-0.010 -0.011 -0.005 -0.018
Taxes (-0.474 x 0.238) (-0.526 x 0.260) (-0.534 x 0.258) (-0.541 x 0.258)
-0.113 -0.137 -0.138 -0.139
Gini 0.245 0.240 0.220 0.209
Finland 1989 Finland 1993  Norway 1986  Norway 1993  Sweden1989  Sweden 1993
“ |OW” " hi ghﬂ " |0WH “ hl gh” “ |OW” “ hl gh”
Eanings  (1.016x0.300) (0.900x 0.307)  (1.001x 0.206)  (0.935x0.251) (1.257x0.231) (1.181x 0.277)
0.305 0.276 0.206 0.235 0.291 0.327
Selfempl.  (0.137x0.359) (0.099x0.328)  (0.178x0.518)  (0.148x 0.548)  (0.038x 0.048)  (0.031 x 0.190)
Income 0.049 0.032 0.092 0.081 0.002 0.006
Capital (0.058x0.385)  (0.113x0.415) (0.055x 0.346)  (0.079x 0.628)  (0.109x 0.648)  (0.062 X 0.580)
income 0.022 0.047 0.019 0.050 0.071 0.036
Unempl.  (0.019x-0.230) (0.081x-0.241) (0.006 x-0.140) (0.026x -0.088)  (0.009 x -0.240) ~ (0.047 x -0.153)
benefits -0.004 -0.019 -0.001 -0.002 -0.002 -0.007
Tax-free  (0.153x-0.140) (0.172x-0.030) (0.086x-0.166) (0.120x -0.210) ~ (0.055x-0.251) (0.066 x -0.313)
transfers -0.021 -0.005 -0.014 -0.025 -0.014 -0.021
Taxes (-0.384x 0.371) (-0.365x0.350) (-0.325x0.268) (-0.308x 0.326) (-0.468x 0.281)  (-0.387 x 0.306)
-0.142 -0.128 -0.086 -0.100 -0.132 -0.119
Gini 0.208 0.204 0.215 0.238 0.215 0.223

20



For the other three countries, the data are not consistent with this simple explanation. True, the
equalising impact of unemployment benefits increased in all countries. Thisincrease is mainly due to
arising income share of these benefits - there are no systematic changes of the concentration
coefficients. However, the magnitudes of the increases in the equalising impacts are clearly below one
percentage point for all countries, except Finland for which it is 0.015. Adding to this the changes of

the equalising contributions of tax-free transfers does not substantially affect this conclusion.

For the other part of the hypothesis - rising contribution to inequality from earnings - we cannot find a
consistent pattern among countries. In Finland, the contribution of earnings actually fell over the
period due to declining income shares of earnings. Instead, the income share of capital increased with
arising contribution to inequality of thisincome component as a consequence. Overall, thereisno
simple explanation of the stability of Finnish inequality over this period. There are counteracting

changesin all six income components.

For Sweden, we find a sharp increase in the contribution of earnings. Unemployment benefits and tax-
free transfers counteracted in part these increases. However, the variation in the contributions of
capital income are important for understanding the time pattern of Swedish inequality over the period.
In 1992 and 1993, inequality attributable to capital income was 0.035 lower than in previous years, a
decline followed by a sharp increase by almost 0.05 to 1994. As mentioned above, temporary sales of
stocks to avoid higher taxes most likely explain the increase in the contribution of capital incomein
1994. Because of the contemporaneous rise in unemployment and changesin the tax system, itis
difficult to reach definite conclusions about fluctuations in income inequality in Sweden in the early
1990s.

The Norwegian experience during rising unemployment is, like Sweden, an increasing contribution to
inequality from earnings. The equalising impact of unemployment benefits rose very little, whereas
tax-free transfers became more important equalisers in these years. The notably higher level of
inequality in 1993 and 1994 is mainly accounted for by capital income. However, as for Sweden the
impact from capital income has most likely very little to do with the recession. A major tax reformin
1992 included a lower tax rate on capital income for 1993 onwards. As a consequence, realisations of
stocks became more frequent. If we attribute the increase in inequality in 1993 and 1994 to the tax
reform rather than to rising unemployment, Norway’ sincome inequality will be virtually unaffected

by the crisis.
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Hypothesis 2

Our second hypothesisis that a new type of unemployment, more uniformly distributed among
workers, appeared thistime in the Nordic countries. If this were correct, we would expect non-
negative concentration coefficients for unemployment benefits. However, asis evident from Table 3,
these coefficients are negative for all countries and for all years. There is no uniform pattern for the
size of the concentration coefficients to be related to the level of unemployment. The low-income
profile of unemployment benefits is also clearly demonstrated in Table 4, where we show
unemployment benefits as a fraction of disposable income by decile in the distribution of disposable
income. These fractions are much higher in the lower deciles than in the higher. Obviously these
fractions rose when unemployment increased. This rise can also be found in the highest deciles of the

income distribution.

Table4. Unemployment benefits by decilein the distribution of disposable income, fractions
of total disposable income

Denmark Denmark Denmark Denmark Finland Finland Norway Norway Sweden  Sweden
1986 1990 LIS1987 LIS1992 1989 1993 1986 1993 1989 1993

“low” “high” “low” “high” “low”  “high” “low” “high” “low” “high”
Decile 1 0.104 0.137 0.178 0.202 0.075 0.297 0.011 0.073 0.033 0.105
Decile 2 0.224 0.303 0.164 0.298 0.052 0.191 0.008 0.059 0.023 0.113
Decile 3 0.194 0.284 0.101 0.167 0.025 0.136 0.010 0.038 0.016 0.090
Decile 4 0.106 0.133 0.057 0.107 0.027  0.105 0.013 0.029 0.007 0.067
Decile5 0.070 0.073 0.064 0.080 0.021  0.092 0.005 0.030 0.009 0.063
Decile 6 0.058 0.059 0.046 0.071 0.021  0.081 0.005 0.022 0.010 0.050
Decile 7 0.046 0.041 0.041 0.060 0.008 0.067 0.005 0.024 0.006 0.042
Decile 8 0.031 0.036 0.033 0.057 0.012 0.042 0.003 0.022 0.005 0.032
Decile9 0.029 0.029 0.025 0.040 0.010 0.033 0.003 0.017 0.003 0.022
Decile 10 0.012 0.011 0.012 0.020 0.004 0.015 0.002 0.009 0.002 0.009
Hypothesis 3

Our third hypothesis is that the recessions al so had major effects on income from capital ( and
possibly also self-employment income) that contributed to smaller overall effects of the recession on
income distribution, i.e. C, or o/ and C; or pa/p decreases. We cannot report a uniform result that
capital income became less important during the recession. Instead it seems as though capital income

reveals rather erratic patterns in most countries.'®

18 We note that we measure capital income in the conventional way, namely in nominal terms. Further, the implicit return
from several types of real capital is not included.
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Hypothesis 4

Our final hypothesis to be investigated here isthat persons living in couples were able to protect
themselves against income losses from unemployment by letting an employed member of the
household raise his or her labour supply to counteract the income losses of an unemployed member. If
this were true, we would expect alarger impact from unemployment on inequality among single
persons than among persons living in a couple with another adult (or in households with more adults
with earnings capaci tylg), the reason being that the latter have more opportunities for counteracting
income losses by adjustments within the household. The evidence suggests that this has not been the
case. In Table 5 we show that the Gini coefficients among persons living in these two types of
households have changed in more or less the same way during the periods with rising unemployment.
For all countriesinequality is markedly higher among persons living in a single-person household
than among those living in a couple, but the trends are strikingly similar. From this we conclude that

intra-household adjustments have not been important mechanismsin alleviating the consequences of

rising unempl oyment.20

Table5. Gini coefficient among individualsliving in a couple and living as single. Standard
errorswithin parenthesis

1986 1987 1988 1989 1990 1991 1992 1993 1994

Denmark
Living in couple 0.207 0.199 0.201 0.199 0.211 - - - -
Living assingle 0.278 0.262 0262  0.256 0.268 - - - -
Living in couple (LIS-data) 0.229 0.221
Living assingle (L1S-data) 0.245 0.231
Finland
Living in couple - - - 0.188 0.186 0.184 0.180 0.189 -
(0.002) (0.002) (0.002) (0.002) (0.003)
Living assingle - - - 0.235 0234 0214 0217  0.243 -
(0.006) (0.007) (0.007) (0.008) (0.019)
Norway
Living in couple 0.204 0.213 0.198  0.217 0207  0.211 0201 0223 0.222
(0.003) (0.006) (0.004) (0.007) (0.005) (0.006) (0.004) (0.010) (0.005)
Living assingle 0.255 0.247 0237  0.249 0251  0.258 0250 0265 0.263
(0.013) (0.014) (0.013) (0.016) (0.010) (0.015) (0.010) (0.015) (0.008)
Sweden
Living in couple - - - 0.201 0204 0.221 0206 0206  0.239
(0.004) (0.009) (0.011) (0.004) (0.003) (0.006)
Living assingle - - - 0.217 0212  0.225 0222 0222 0254

(0.009) (0.009) (0.012) (0.009) (0.008) (0.016)

1% The Income Distribution Surveys in the Nordic countries follow different practicesin their definitions of the household,
see Appendix A.

2 |n Appendix B we also show decompositions of the Gini coefficient into income components for samples of persons living
inacoupleand assingle.
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5. Conclusions

Finland, Norway and Sweden were until the late 1980s famous for having both low unemployment
and equal distributions of disposable income. After the recent unemployment shocks, especially
Finland and Sweden ook more like most other European countries with unemployment rates close to
or above ten percent. Income distribution, however, remained quite equal in an international
perspective even in 1993 at the peak of the unemployment crisesin all four countries?’. The most
straightforward explanation to this pattern would be that generous unemployment benefit systems
have mitigated the consequences of more unequally distributed earnings. We have found that
unemployment benefits indeed have had such mitigating effects but not large enough to explain the
development of income distribution during the years of rising unemployment. Neither have we found
acommon pattern of rising contributions to inequality from more unequally distributed earnings
during these periods. Our interpretation of the datais rather that a recession sets a number of complex
mechanisms into effect and most likely alarge model that takes interactions between various income
components into account is needed to understand the evolution of income distribution in the Nordic

countries during these years of rapidly rising unemployment.

Even though income distributions in the Nordic countries were remarkably stable during the years of
dramatic rises in unemployment, we want to conclude by warning for more long-run distributional
consequences of the macro-economic shocks. First of all, many unemployed workers might suffer
from human capital losses that will not show up in the income distribution until later. In particular,
one might conjecture that many young entrants to the labour force have not been able to acquire the
skillsthat previous cohorts received. The risein inequality in Norway and Sweden from 1993 to 1994
when unemployment had declined (Norway) or stabilised (Sweden) is consistent with this argument.
A counterargument, however, would be that Denmark has lived with high unemployment for more
than twenty years and income in Denmark seemsto be as equally distributed as in the other Nordic
countriesin the early 1990s. This counterargument becomes even stronger by the fact that Danish

income inequality actually fell during the period of rising unemployment from 1987 to 1992.

A second reason for predicting more inequality of disposable income in the future isthat the crises

have been very costly for the public sectors with severe budget deficits as a consequence. Maybe the

2 This statement rests on the assumption that the distribution of disposable income has not become more equal in the other
countries up until 1993.
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reductionsin transfer programmes that were motivated by these budget deficits will turn out to be

more serious threats to income equality than the rise in unemployment per se.
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Appendix A:

Data sour ces and definitions

Denmark

For Denmark we use two different series for the income distribution. The first comes from LDB, the
Longitudinal Database at Centre for Labour Market Studies and Social Research (CLS), Arhus and
covers the period 1981 to 1990. The second covers only 1987 and 1992, and is calculated from LIS
data supplied by Statistics Denmark. The LIS data are analysed using the LIS conventions and
definitions. The LDB data set is alongitudinal 5 percent sample of the adult Danish population based
on administrative registers. In this study we use a subsample from the 5 percent sample. The income
and tax and benefit data are from administrative registers kept by Statistics Denmark. The household
is either one adult or amarried couple, in both cases with present children younger than 18 years.
Children 18 years and older living with their parents are treated as independent households.
Cohabiting persons are treated as singles, as cohabitation without marriage is not identified in the

data.

Finland

The Finnish Income Distribution Survey is an annually collected househol d-based survey that uses
both interviews and registers to measure the disposabl e income of a household and each of its
members. The income data stem from various administrative registers, such as the tax board's and the
social security administration's records. In every single year the survey consists of two panels, one of
whichisin the survey for the first and the other one for the second year. Half the sasmple is thus
renewed in each year. The sampling frame contains all non-institutionalized individual s between 15
and 75 years of age. Sampling weights are a function of, among other things, household income. In
each year, the sample consists of around 39000 individuals and 14000 households. A household is
defined as those people who share the same living arrangements and "eat from the same fridge'. More
information is available in Statistics Finland (1989--1993). Income Distribution Survey. Helsinki,

Finland.

Norway
For Norway we use Statistics Norway's Income Distribution Survey (IDS), which provides detailed
information about reported incomes, legal deductions, taxes paid and transfer payments received.

Earnings (I6nnsinntekt) is wage and salary income plus sickness payments. Selfemployment income
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(netto naringsinntekt for fradrag for avskrivninger og fondsavsetninger) is net entrepreneurial income
from agriculture, forestry and fishing and other net entrepreneurial income. Capital income (brutto
kapitalinntekt) is interests, share dividends and profits from life insurance received, tax-free part of
interest and share dividends received, imputed income of owner-occupied dwellings, other property
income(net) and profits from selling plots. Unemployment benefits (arbeidsledighetstrygd) isa
workrelated transfer that is taxable in Norway asin the other Nordic countries. Tax-free social
transfers (skattefrie overforinger) consist of tax-free social security benefits, service pensions,
annuities, alimonies, family (children's) allowances, dwelling rent supports, scholarships and parent's
tax deductions. A household includes all persons living in the same dwelling and having common
board.

Sweden

The Swedish income data come from the annual Income Distribution Surveys of the Statistics
Sweden. We use the same definition of disposable income as Statistics Sweden, see for example

Stati stiska meddelanden Be 21 SM 9501, Statistics Sweden, Orebro 1995. The household definition
used implies that aa man and awoman living together, irrespective of being married or not, are
counted as belonging to the same household. Same-sexed persons living together, children 18 years or
older living with their parents and older persons living with their children are treated as separate

household even if they live together and share the same apartment.
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Appendix B:
Basic data

Table B1. Denmark

Labour market data

Y ear 20 - 64 years 25 -54 years
unemployment rate labour force participation unemployment rate labour force participation
(%) (%) (%) (%)
1980 7.4 - 6.5 -
1981 8.8 82.0 7.8 87.4
1982 9.0 82.2 8.1 87.9
1983 9.7 82.8 8.9 88.6
1984 8.8 82.9 8.1 89.0
1985 7.4 83.3 6.8 89.6
1986 6.9 83.4 6.3 90.0
1987 6.9 84.1 6.2 90.1
1988 8.7 84.2 8.0 90.1
1989 8.6 84.1 7.8 90.0
1990 9.5 83.4 8.6 89.2
1991 10.6 83.1 9.8 88.9
1992 11.1 83.1 10.4 89.0
1993 12.0 82.9 11.3 89.0
1994 12.3 82.8 11.9 89.0
1995 10.9 - 9.6 -

Source: Register based |abour market data.

Income distribution data, 20-64 years old, standard errorswithin parenthesis

Y ear Square root scale Per capitascale
Gini 90/10 Gini 90/10

1981 0.252 3.176 0.273 3.355
(0.004) (0.004)

1982 0.243 3.099 0.271 3.367
(0.003) (0.003)

1983 0.244 3.099 0.268 3.308
(0.003) (0.003)

1984 0.240 3.078 0.265 3.216
(0.003) (0.003)

1985 0.242 3.030 0.268 3.232
(0.003) (0.003)

1986 0.247 3.078 0.274 3.356
(0.003) (0.003)

1987 0.237 2941 0.270 3.407
(0.003) (0.003)

1988 0.237 2.956 0.268 3.361
(0.004) (0.004)

1989 0.233 2.932 0.267 3.360
(0.003) (0.003)

1990 0.241 3.030 0.275 3.493
(0.003) (0.004)

L1S-1987 0.272 - 0.306 -
(0.004) (0.004)

L1S-1992 0.226 - ?
(0.004)

Own computations from the Aarhus sample with register data on income, taxes and transfers.
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Income distribution data, 30-54 years, standard errorswithing parenthesis

Y ear Square root scale Per capitascale
Gini 90/10 Gini 90/10
1981 0.244 2.989 0.296 3.761
(0.005) (0.006)
1982 0.235 2.946 0.289 3.697
(0.004) (0.005)
1983 0.234 2.901 0.286 3.642
(0.004) (0.005)
1984 0.232 2.867 0.282 3.482
(0.004) (0.004)
1985 0.240 2.978 0.286 3.478
(0.004) (0.005)
1986 0.245 3.044 0.288 3.492
(0.005 (0.005)
1987 0.232 2.818 0.280 3.490
(0.004) (0.005)
1988 0.233 2.837 0.277 3.426
(0.005 (0.005)
1989 0.230 2.835 0.274 3.455
(0.004) (0.004
1990 0.240 2.980 0.281 3.616
(0.004) (0.004
LIS-1987 0.220 0.272
(0.005) (0.005)
LIS-1992 0.209 0.249
(0.005) (0.005)
TableB2. Finland
Labour market data
Y ear 20 - 64 years 30 -54 years
unemployment rate (%) labour force participation unemployment rate labour force participation
(%) (%) (%)
1980 4.1 78.9 3.3 88.6
1981 4.4 79.4 34 88.3
1982 4.9 80.5 3.8 89.4
1983 4.9 80.9 3.9 90.3
1984 4.8 80.7 3.7 90.4
1985 4.6 80.8 3.7 90.7
1986 5.0 80.6 4.1 90.1
1987 4.8 79.8 4.2 90.1
1988 4.3 79.5 3.8 89.1
1989 3.3 79.8 2.8 89.9
1990 3.2 79.5 2.8 89.5
1991 7.3 78.9 6.2 88.9
1992 12.7 78.2 10.6 89.2
1993 17.3 77.8 14.9 88.8
1994 17.9 77.8 15.0 89.1
1995

Source: Labour force surveys.
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Income distribution data, 20-64 years old, standard errorswithin parenthesis

Y ear Square root scale Per capitascale
Gini 90/10 Gini 90/10

1989 0.216 2.95 0.217 277
(0.002) (0.002)

1990 0.215 2.87 0.215 272
(0.002) (0.002)

1991 0.210 2.69 0.208 2.85
(0.002) (0.002)

1992 0.207 2.64 0.209 274
(0.002) (0.002)

1993 0.215 2.61 0.216 274
(0.002) (0.003)

Source: Own calculations from the Finnish income distributions surveys, Statistics Finland.

Income distribution data, 30-54 years old, standard errorswithin parenthesis

Y ear Square root scale Per capitascale

Gini 90/10 Gini 90/10

1989 0.208 2.83 0.210 272
(0.002) (0.002)

1990 0.206 2.75 0.206 2.69
(0.002) (0.002)

1991 0.195 2.61 0.195 2.76
(0.002) (0.002)

1992 0.192 253 0.196 271
(0.002) (0.002)

1993 0.204 2.48 0.208 2.65
(0.003) (0.004)

Source: Own computations from the Finnish income distribution surveys, Statistics Finland.

Table B3. Norway

Labour market data

Y ear 20 - 64 years 25 -54 years
unemployment rate (%) labour force participation unemployment rate labour force participation
(%) (%) (%)
1980 1.3 76.7 1.2 81.3
1981 1.6 77.3 15 82.5
1982 2.1 78.0 1.8 82.8
1983 2.9 78.6 25 83.2
1984 2.7 78.9 2.6 84.2
1985 2.2 79.8 2.0 85.0
1986 15 81.3 14 86.4
1987 17 81.9 15 87.2
1988 25 81.8 2.2 86.8
1989 4.3 81.0 3.8 86.2
1990 4.7 80.5 4.2 85.8
1991 4.9 80.0 4.4 85.4
1992 5.5 79.8 4.8 85.2
1993 5.6 79.5 5.0 85.0
1994 5.0 79.8 4.5 85.1
1995 45 80.6 4.1 86.0

Source: Labour force surveys. Note: Definitions have been changed in the Norwegian surveys which make changes between
1985 and 1986 and between 1987 and 1988 unreliable.
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Income distribution data, 20-64 years

Y ear Square root scale Per capitascale
Gini 90/10 Gini 90/10

1985 0.224 255 0.217 2.39
(0.005) (0.006)

1986 0.224 2.67 0.216 248
(0.003) (0.003)

1987 0.224 2.58 0.216 2.39
(0.004) (0.004)

1988 0.217 2.60 0.214 2.45
(0.003) (0.003)

1989 0.247 2.76 0.237 2.56
(0.006) (0.006)

1990 0.233 2.67 0.226 2.56
(0.003) (0.003)

1991 0.238 273 0.229 252
(0.005) (0.005)

1992 0.240 2.86 0.229 2.69
(0.004) (0.004)

1993 0.245 2.78 0.234 2.58
(0.007) (0.007)

1994 0.255 2.92 0.246 275
(0.004) (0.004)

Source: Own computations from the Income Distribution Survey of Statistics Norway.

Income distribution data, 30-54 years

Y ear Square root scale Per capitascae

Gini 90/10 Gini 90/10

1985 0.215 242 0.215 2.34
(0.007) (0.008)

1986 0.215 2.49 0.210 2.38
(0.004) (0.004)

1987 0.221 245 0.215 2.34
(0.006) (0.006)

1988 0.208 247 0.205 2.34
(0.004) (0.004)

1989 0.227 2.46 0.221 237
(0.007) (0.008)

1990 0.220 241 0.215 237
(0.004) (0.004)

1991 0.227 252 0.223 2.49
(0.006) (0.006)

1992 0.218 2.55 0.211 251
(0.004) (0.004)

1993 0.238 2.59 0.228 2.45
(0.010) (0.010)

1994 0.239 2.64 0.232 2.50
(0.005) (0.005)

Source: Own computations from the Income Distribution Survey of Statistics Norway.
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Table B4. Sweden

Labour market data

Y ear 20 - 64 years 30 - 54 years
unemployment rate (%) |abour force participation unemployment rate labour force participation
(%0) (%0) (%0)
1980 15 83.6 1.2 90.3
1981 1.9 84.3 15 91.0
1982 2.5 84.7 1.9 91.5
1983 2.8 85.2 2.1 92.0
1984 2.7 85.4 1.9 92.5
1985 2.5 85.9 17 93.1
1986 2.3 86.3 1.6 93.6
1987 2.0 86.5 14 92.7
1988 1.6 86.9 11 92.9
1989 14 87.3 0.9 93.2
1990 15 87.7 11 93.5
1991 2.7 87.0 2.0 92.9
1992 5.0 85.4 3.8 92.0
1993 7.9 83.3 6.1 90.6
1994 7.7 81.8 6.1 89.2
1995 7.5 82.2 5.9 89.5

Source: Labour force surveys. Note: The definitionsin the Swedish surveys were changed both 1987 and 1993. Our data are

corrected to correspond to the definitions that are used from 1993 onwards.

Income distribution data, 20-64 years old, standard errorswithin parenthesis

Y ear Square root scale Per capitascale National scae
Gini 90/10 Gini 90/10 Gini 90/10

1985 0.209 241 0.192 2.29 0.211 2.44
(0.005) (0.005) (0.006)

1986 0.214 247 0.197 2.28 0.216 2.49
(0.006) (0.007) (0.007)

1987 0.200 2.39 0.183 223 0.203 2.38
(0.003) (0.003) (0.003)

1988 0.202 243 0.186 2.28 0.203 2.39
(0.003) (0.002) (0.003)

1989 0.195 243 0.186 2.23 0.205 241
(0.002) (0.002) (0.002)

1990 0.210 2.46 0.190 2.25 0.212 2.49
(0.004) (0.003) (0.003)

1989, 0.221 253 0.206 2.37 0.224 2.53

new def. (0.004) (0.003) (0.003)

1990, 0.227 2.58 0.206 2.30 0.229 2.58

new def. (0.006) (0.006) (0.006)

1991 0.243 2.67 0.219 241 0.245 2.67
(0.007) (0.007) (0.006)

1992 0.230 2.62 0.212 2.48 0.235 2.68
(0.003) (0.004) (0.004)

1993 0.240 241 0.218 253 0.242 2.79
(0.003) (0.003)

1994 0.270 2.93 0.245 2.63 0.272 2.86
(0.004) (0.004) (0.003)

Source: Specia tabulations from the Swedish income distribution survey, HINK.
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Income distribution data, 30-54 years, standard errorswithin parenthesis.

Y ear Square root scale Per capita scale National scale
Gini 90/10 Gini 90/10 Gini 90/10
1985 0.193 224 0.178 213 0.211 243
(0.006) (0.005) (0.006)
1986 0.198 2.28 0.182 2.08 0.214 248
(0.007) (0.007) (0.006)
1987 0.189 225 0.170 2.05 0.205 242
(0.004) (0.003) (0.004)
1988 0.194 227 0.175 2.07 0.209 242
(0.003) (0.003) (0.004)
1989 0.195 227 0.176 2.06 0.210 245
(0.003) (0.003) (0.003)
1990 0.199 231 0.178 2.07 0.214 248
(0.005) (0.005) (0.004)
1989, 0.216 2.40 0.195 2.16 0.230 258
new def. (0.006) (0.004) (0.004)
1990, 0.217 2.40 0.195 212 0.231 255
new def. (0.009) (0.008) (0.008)
1991 0.234 251 0.208 227 0.248 2.65
(0.009) (0.009) (0.009)
1992 0.220 2.50 0.199 2.29 0.236 2.68
(0.003) (0.004) (0.004)
1993 0.222 217 0.200 2.26 0.236 270
(0.003) (0.003) (0.003)
1994 0.255 2.66 0.230 2.40 0.269 2.76
(0.006) (0.006) (0.006)

Source: Special tabulations from the Swedish income distribution survey, HINK. The national scaleis described in the
annual reports on income distribution from Statistics Sweden. Note: the numbers deviate marginally from those in Appendix
A” due to different estimations programs for the Gini-coefficient and its standard error.
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Appendix C:

Decompositions of the Gini coefficient. Square root equivalence scale. Within parenthesis we show

the income share and the concentrations coefficient. The following number in each cell is the product

of these components, the contribution of the income component to the Gini.

Table C1. Denmark

Denmark, all individuals, 30-54 years old
1986 1987 1988 1989 1990 L1S1987 | LIS-1992
Earnings (1.243 x (1.308 x (1.312x (2.302 x (1.299 x (1.328 x (1.290 x
0.242) 0.233) 0.242) 0.247) 0.255) 0.229) 0.241)
0.300 0.305 0.318 0.322 0.331 0.304 0.311
Self empl. income (0.126 x (0.113x (0.111 x (0.099 x (0.100 x (0.082 x (0.075 x
0.571) 0.615) 0.602) 0.561) 0.605) 0.596) 0.791)
0.072 0.069 0.067 0.055 0.060 0.049 0.059
Capital income (0.027 x (0.011x (0.010 x (0.022 x (0.014 x (0.040 x (0.025 x
0.174) 1.209) 0.961) 0.635) 0.976) 0.442) 0.345)
0.005 0.014 0.010 0.014 0.013 0.017 0.009
Unemployment (0.057x- | (0.061x- | (0.066x- | (0.073x- | (0.073x- | (0.050x- | (0.074x -
benefits 0.175) - | 0.238) - | 0.276) - | 0.247) - | 0232) - | 0.166) - | 0.164) -
0.010 0.015 0.018 0.018 0.017 0.008 0.012
Taxfreetransfers (0.022x- | (0.032x- | (0.037x- | (0.039x- | (0.041x- [ (0.035x- | (0.077 x -
0.442) - | 0393) - | 0.272) - | 0.273) - | 0.283) - | 0.136) - | 0235 -
0.010 0.012 0.010 0.011 0.011 0.005 0.018
Taxes (-0474x | (-0525x | (-0536x | (-0534x | (-0526x | (-0.534x | (-0.541x
0.238) 0.246) - | 0249) - | 0.247) - | 0.260) - | 0.258) - | 0.258) -
-0.113 0.129 0.134 0.132 0.137 0.138 0.139
Gini 0.245 0.232 0.270 0.230 0.240 0.220 0.209
Denmark, individuas living as singles, 30-54 years old
1986 1987 1988 1989 1990 L1S1987 | LIS-1992
Earnings (1.248 x (1.248 x (1.269 x (1.240 x (1.242 x (1.258 x (1.197 x
0.311) 0.289) 0.302) 0.308) 0.313) 0.290) 0.336)
0.388 0.361 0.384 0.382 0.389 0.365 0.403
Self empl. income (0.101 x (0.109 x (0.104 x (0.101 x (0.099 x (0.050 x (0.030 x
0.595) 0.642) 0.670) 0.640) 0.708) 0.841) 1.132)
0.060 0.070 0.069 0.064 0.070 0.042 0.034
Capital income (0.027x -| (0.020x (0.021 x (0.034 x (0.028 x (0.041x (0.036 x
0.235) 0.867) 0.573) 0.256) 0.578) 0.433) 0.319)
0.006 0.017 0.012 0.009 0.016 0.018 0.011
Unemployment (0.083x- | (0.088x- | (0.09%6x- | (0.102x- | (0.106x- | (0.074x- | (0.111x -
benefits 0.076) - | 0.123) - | 0.173) - | 0.148) - | 0.156) - | 0252) - | 0.162) -
0.006 0.011 0.017 0.015 0.017 0.019 0.018
Taxfree transfers (0.045x- | (0.059x- | (0.056x- | (0.060x -| (0.057x- | (0.091x- | (0.133x -
0.327) - | 0.296) - | 0.285) - | 0.263) - | 0.302) - | 0.065) - | 0.257) -
0.015 0.017 0.016 0.016 0.017 0.006 0.034
Taxes (-0.504x | (-0523x | (-0545x | (-0536x | (-0.533x | (-0.515x | (-0.506 x
0310) - | 0301 - | 0312) - | 0312 - | 0327) - | 0301 - | 0.325) -
0.156 0.158 0.170 0.167 0.174 0.155 0.164
Gini 0.278 0.262 0.262 0.256 0.268 0.245 0.231




Denmark: individuals living in couples, 30-54 years old

1986 1987 1988 1989 1990 LI1S1987 | LIS-1992
Earnings of man (0.797 x (0.845 x (0.832 x (0.834 x (0.814 x (0.850 x (0.815x
0.177) 0.170) 0.178) 0.181) 0.199) 0.203) 0.220)
0.141 0.144 0.148 0.151 0.162 0.173 0.180
Earnings of woman (0.456 x (0.498 x (0.509 x (0.508 x (0.523 x (0.495 x (0.532 x
0.185) 0.185) 0.196) 0.201) 0.195) 0.224) 0.226)
0.084 0.092 0.100 0.102 0.102 0.111 0.120
Self empl. Income (0.141 x (0.118 x (0.128 x (0.103 x (0.107 x (0.095 x (0.093 x
0.549) 0.585) 0.571) 0.516) 0.546) 0.506) 0.692)
0.077 0.069 0.067 0.053 0.058 0.048 0.064
Capital income (0.023x- | (0.006 x - (0.005 x (0.016 x (0.006 x (0.043 x (0.026 x
0.217) 2.653) 2.633) 1.202) 2.805) 0.423) 0.362)
0.005 0.015 0.012 0.019 0.018 0.018 0.009
Unemployment (0.018x- | (0.019x- | (0.021x- | (0.023x- | (0.024x - | (0.018x- | (0.026x -
benefits of man 0.356) - | 0.266) - | 0.339) - | 0.324) - | 0262) - | 0182 - | 0.254) -
0.006 0.005 0.007 0.008 0.006 0.003 0.006
Unemployment (0.029x- | (0.029x- | (0.033x- | (0.035x- | (0.037x- | (0.031x- | (0.043x -
benefits of woman 0.061) - | 0.210) - | 0.239) - | 0.206) - | 0.185) - | 0.099) - | 0.118) -
0.002 0.006 0.008 0.007 0.007 0.003 0.005
Taxfree transfers (0.012x- | (0.018x- | (0.027x- | (0.028x- | (0.028x - (0.054 x (0.070 x -
0.377) - | 0.354) - | 0.185) - | 0.187) - | 0.225) - 0.059) 0.196) -
0.004 0.006 0.005 0.005 0.006 0.003 0.014
Taxes (-0475x | (-0534x | (-0543x | (-0547x | (-0540x | (-0.585x | (-0.603x
0185 - | 0.194) - | 0.198) - | 0.194) - | 0.204) - | 0.201) - | 0.211) -
0.088 0.104 0.107 0.106 0.110 0.118 0.127
Gini 0.207 0.199 0.201 0.199 0.211 0.229 0.221
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Table C2. Finland

Finland, all individuals, 30-54 years old

1989 1990 1991 1992 1993
Earnings (1.016 x 0.300) | (1.008x0.294) | (1.001x 0.269) | (0.970x 0.290) | (0.900 x 0.307)
0.305 0.296 0.269 0.281 0.276
Self employment (0.137 x 0.359) (0.126 x 0.347) (0.118 x 0.278) (0.121 x 0.313) (0.099 x 0.328)
income 0.049 0.044 0.033 0.038 0.032
Capital income (0.058x0.385) | (0.059x0.377) | (0.074x0.449) | (0.075x0.332) | (0.113x 0.415)
0.022 0.022 0.033 0.025 0.047
Unemployment (0.019 x -0.230) | (0.019 x -0.208) | (0.037 x -0.279) | (0.054 x -0.181) | (0.081 x -0.241)
benefits -0.004 -0.004 -0.010 -0.010 -0.019
Taxfreetransfers | (0.153 x -0.140) | (0.156 x -0.129) | (0.126 x -0.070) | (0.167 x -0.049) | (0.172 x -0.030)
-0.021 -0.020 -0.009 -0.008 -0.005
Taxes (-0.384 x 0.371) | (-0.368 x 0.360) | (-0.357 x 0.338) | (-0.387 x 0.277) | (-0.365 x 0.350)
-0.142 -0.132 -0.121 -0.107 -0.128
Gini 0.208 0.206 0.195 0.192 0.204
(0.002) (0.002) (0.002) (0.002) (0.003)
Finland, individuals living as singles, 30-54 years old
1989 1990 1991 1992 1993
Earnings (0.940x 0.401) | (0.944x0.392) | (0.993x 0.328) | (0.952x 0.369) | (0.880 x 0.405)
0.377 0.370 0.326 0.351 0.356
Self employment | (0.071x 0.563) | (0.068x 0.560) | (0.063x0.287) | (0.073x0.334) | (0.052x 0.454)
income 0.040 0.038 0.018 0.024 0.024
Capital income (0.069x 0.323) | (0.076x0.347) | (0.082x 0.412) | (0.080x 0.434) | (0.129 x 0.560)
0.022 0.026 0.034 0.035 0.072
Unemployment (0.030 x -0.296) | (0.030x-0.278) | (0.067 x -0.318) | (0.072x -0.368) | (0.109 x -0.409)
benefits -0.009 -0.008 -0.021 -0.026 -0.045
Taxfreetransfers | (0.231x-0.146) | (0.223x -0.158) | (0.136 x -0.076) | (0.204 x -0.072) | (0.191 x -0.069)
-0.034 -0.035 -0.010 -0.015 -0.013
Taxes (-0.341x 0.476) | (-0.342x 0.461) | (-0.341x 0.389) | (-0.380x 0.399) | (-0.360 x 0.420)
-0.162 -0.158 -0.133 -0.152 -0.151
Gini 0.235 0.234 0.214 0.217 0.243
(0.006) (0.007) (0.007) (0.008) (0.019)
Finland, individuals living as couples, 30-54 years old
1989 1990 1991 1992 1993
Earnings (1.032x0.266) | (1.022x0.263) | (1.002x 0.255) | (0.973x 0.274) | (0.903 x 0.290)
0.275 0.269 0.256 0.267 0.262
Self employment | (0.151x 0.286) | (0.138x0.272) | (0.127 x 0.243) | (0.129x 0.284) | (0.107 x 0.284)
income 0.043 0.038 0.031 0.037 0.030
Capital income (0.056 x 0.421) | (0.055x 0.416) | (0.073x 0.462) | (0.074x0.377) | (0.111x 0.382)
0.024 0.023 0.034 0.028 0.042
Unemployment (0.017 x -0.203) | (0.017 x -0.172) | (0.033x -0.246) | (0.051 x -0.243) | (0.077 x -0.217)
benefits of man -0.003 -0.003 -0.008 -0.012 -0.017
Taxfreetransfers | (0.137 x -0.125) | (0.142 x -0.118) | (0.125x -0.088) | (0.161 x -0.077) | (0.169 x -0.035)
-0.017 -0.017) -0.011 -0.012 -0.006
Taxes (-0.392x 0.338) | (-0.374x 0.329) | (-0.359 x 0.325) | (-0.388x 0.326) | (-0.366 x 0.336)
-0.133 -0.123 -0.117 -0.127 -0.123
Gini 0.188 0.186 0.184 0.180 0.189
(0.002) (0.002) (0.002) (0.002) (0.003)
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Table C3. Norway

Norway , al individualsin all households, 30-54 years old

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings (2.006x | (1.001x | (1.003x | (1.020x | (0.983x - (0.957x | (0.965x | (0.935x | (0.970x
0.216) | 0.206) | 0.208) | 0.217) | 0.248) 0.248) | 0273) | 0251) | 0.262)
0.217 0.206 0.209 0.221 0.244 0.237 0.263 0.235 0.254
Self empl. | (0.158x | (0.178x | (0.183x | (0.163x | (0.166x - (0.152x | (0.140x | (0.148x | (0.144x
income 0.519) 0.518) 0.519) 0.461) 0.527) 0.564) 0.504) 0.548) 0.530)
0.082 0.092 0.093 0.075 0.087 0.086 0.071 0.081 0.076
Capital (0.051x | (0.055x | (0.072x | (0.071x | 0.081x - (0.062x | (0.052x | (0.079x | (0.077x
income 0.367) 0.346) 0.425) 0.384) 0.498) 0.410) 0.368) 0.628) 0.673)
0.019 0.019 0.031 0.027 0.040 0.025 0.019 0.050 0.052
Unempl. (0.007x | (0.006x | (0.004x | (0.008x | (0.015x - (0.023x | (0.027x | (0.026x | (0.023x
Benefits | -0.114) | -0.140) | -0.135) | -0.108) | -0.072) -0.144) | -0.199) | -0.088) | -0.177)
-0.001 -0.001 -0.001 -0.001 -0.001 -0.003 -0.005 -0.002 -0.004
Taxfree (0.094x | (0.086x | (0.087x | (0.094x | (0.094x - (0.123x | (0.123x | (0.120x | (0.120x
transfers -0.163) | -0.166) | -0.171) | -0.120) | -0.144) -0.135) | -0.135) | -0.210) | -0.207)
-0.015 -0.014 -0.015 -0.011 -0.013 -0.017 -0.017 -0.025 -0.024
Taxes (-0.316x | (-0.325x | (-0.349x | (-0.356x | (-0.339x - (-0.316x | (-0.307x | (-0.308x | (-0.334x
0.276) 0.268) 0.279) 0.239) 0.294) 0.322) 0.338) 0.326) 0.340)
-0.087 -0.086 -0.097 -0.085 -0.100 -0.102 -0.104 -0.100 -0.114
Gini 0.215 0.215 0.221 0.208 0.227 0.220 0.227 0.218 0.238 0.239
(0.007) | (0.004) | (0.006) | (0.004) | (0.007) | (0.004) [ (0.006) | (0.004) | (0.010) | (0.005)
Norway , individuasliving as singles, 30-54 yearsold
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings | (0.982x | (0.964x | (0.952x | (0.986x | (0.910x - (0.930x | (0.917x | (0.898x | (0.921x
0.330) 0.311) 0.282) 0.305) 0.307) 0.393) 0.415) 0.391) 0.395)
0.324 0.300 0.268 0.301 0.279 0.365 0.381 0.351 0.364
Self empl. | (0.122x | (0.153x | (0.164x | (0.131x | (0.155x - (0.085x | (0.078x | (0.102x | (0.099x
Income 0.815) 0.648) 0.655) 0.593) 0.669) 0.675) 0.486) 0.715) 0.659)
0.099 0.099 0.107 0.078 0.104 0.057 0.038 0.073 0.065
Capital (0.050x | (0.059x | (0.068x | (0.063x | (0.067x - (0.051x | (0.044x | (0.038x | (0.042x
income 0.342) 0.263) 0.437) 0.399) 0.454) 0.326) 0.307) 0.329) 0.464)
0.017 0.019 0.030 0.025 0.030 0.017 0.014 0.013 0.019
Unempl. (0.012x | (0.010x | (0.007x | (0.012x | (0.020x - (0.036x | (0.038x | (0.030x | (0.037x
Benefits -0.179) 0.064) -0.450) 0.340) -0.060) -0.243) | -0.223) | -0.181) | -0.181)
-0.002 0.001 -0.003 -0.004 -0.001 -0.009 -0.008 -0.005 -0.007
Taxfree (0.150x | (0.152x | (0.149x | (0.157x | (0.170x - (0.200x | (0.199x | (0.211x | (0.209x
transfers -0.264) -0.248) -0.224) -0.232) -0.274) -0.198)- | -0.280) -0.232) -0.222)
-0.040 -0.038 -0.033 -0-036 -0.047 0.040 -0.056 -0.049 -0.046
Taxes (-0.316x | (-0.338x | (-0.340x | (-0.348x | (-0.321x - (-0.301x | (-0.275x | (-0.279x | (-0.308x
0.378) 0.371) 0.359) 0.362) 0.363) 0.442) 0.429) 0.423) 0.430)
-0.119 -0.125 -0.122 -0.126 -0.117 -0.133 -0.118 -0.118 -0.132
Gini 0.280 0.255 0.247 0.237 0.249 0.251 0.258 0.250 0.265 0.263
(0.016) | (0.013) | (0.014) | (0.013) | (0.016) | (0.010) [ (0.015) | (0.010) | (0.015) | (0.008)
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Norway, individualsliving in couples, 30-54 yearsold

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Earnings (1.010x | (2.007x | (1.013x | (1.026x | (0.997x - (0.964x | (0.978x | (0.944x | (0.982x
0.190) 0.184) 0.190) 0.196) 0.199) 0.199) 0.223) 0.204) 0.212)
0.192 0.185 0.192 0.201 0.198 0.192 0.218 0.193 0.208
Self empl. | (0.165x | (0.182x | (0.186x | (0.168x | (0.168x - (0.170x | (0.156x | (0.160x | (0.156x
income 0.461) 0.488) 0.488) 0.427) 0.491) 0.520) 0.474) 0.491) 0.476)
0.076 0.089 0.091 0.072 0.082 0.088 0.074 0.079 0.074
Capital (0.051x | (0.054x | (0.073x | (0.072x | (0.084x - (0.065x | (0.055x | (0.089x | (0.086x
income 0.374) 0.354) 0.421) 0.376) 0.500) 0.419) 0.371) 0.654) 0.691)
0.019 0.019 0.031 0.027 0.042 0.027 0.020 0.058 0.059
Unempl. (0.006x | (0.005x | (0.004x | (0.008x | (0.014x - (0.019x | (0.024x | (0.025x | (0.020x
benefits -0.042) | -0.169) 0.008) -0.025) | -0.075) -0.063) | -0.169) | -0.065) | -0.142)
-0.000 -0.001 0.000 -0.000 -0.001 -0.001 -0.004 -0002 -0.003
Taxfree (0.084x | (0.075x | (0.076x | (0.083x | (0.079x - (0.103x | (0.103x | (0.098x | (0.098x
transfers -0.097) | -0.108) | -0.127) | -0.056) | -0.114) -0.050) | -0.123) | -0.143) | -0.147)
-0.008 -0.008 -0.010 -0.005 -0.009 -0.005 -0.013 -0.014 -0.014
Taxes (-0.316x | (-0.323x | (-0.351x | (-0.357x | (-0.343x - (-0.320x | (-0.315x | (-0.314x | (-0.341x
0.252) 0.248) 0.261) 0.271) 0.281) 0.279) 0.300) 0.289) 0.302)
-0.080 -0.080 -0.092 -0.097 -0.096 -0.089 -0.095 -0.091 -0.103
Gini 0.199 0.204 0.213 0.198 0.217 0.207 0.211 0.201 0.223 0.222
(0.007) | (0.003) | (0.006) [ (0.004) | (0.007) | (0.005) | (0.006) [ (0.004) | (0.010) | (0.005)
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Table C4. Sweden

Sweden, individualsliving in al households 30-54 years old

1989 1990 1991 1992 1993 1994
Earnings (1.257 x 0.231) |(1.259x 0.235) | (1.170x 0.256) | (1.179x 0.267) | (1.181x 0.277) | (1.147 x 0.281)
0.291 0.296 0.300 0.315 0.327 0.322
Self employ- (0.038 x 0.048) | (0.030x 0.114) | (0.024 x 0.047) |(0.0.23x 0.344)| (0.031x 0.190) | (0.026 x 0.151)
ment income 0.002 0.004 0.001 0.008 0.006 0.004
Capital income| (0.109 x 0.648) | (0.112x 0.670) [ (0.103 x 0.697) | (0.065x 0.569) | (0.062 x 0.580) | (0.111 x 0.759)
0.071 0.075 0.072 0.037 0.036 0.084
Unemploymen | (0.009 x -0.240) |(0.009 x -0.251)| (0.015 x -0.215) |(0.032 x -0.209)| (0.047 x -0.153) | (0.044 x -0.179)
t benefits -0.002 -0.002 -0.003 -0.007 -0.007 -0.008
Taxfree (0.055 x -0.251) |(0.054 x -0.262) | (0.058 x -0.278) |(0.063 x -0.291)| (0.066 x -0.313) | (0.066 x -0.316)
transfers -0.014 -0.014 -0.016 -0.018 -0.021 -0.021
Taxes (-0.468 x 0.281) |(-0.465 x 0.304) | (-0.370 x 0.323) |(-0.361 x 0.309)| (-0.387 x 0.306) |(-0.394 x 0.321)
-0.132 -0.141 -0.120 -0.112 -0.119 -0.127
Gini 0.215 0.217 0.234 0.222 0.223 0.255
(0.004) (0.008) (0.010) (0.004) (0.003) (0.006)
Sweden: individuals living as singles, 30-54 years old
1989 1990 1991 1992 1993 1994?
Earnings (1.258 x 0.251) | (1.254x 0.249) | (1.146 x 0.274) | (1.114x 0.289) | (1.109x 0.300) | (1.085 x 0.311)
0.316 0.313 0.314 0.322 0.333 0.338
Self employ- (0.026 x 0.324) | (0.019x 0.308) | (0.016 x 0.090) | (0.024 x 0.564) | (0.022 x 0.284) | (0.016 x 0.186)
ment income 0.009 0.006 0.002 0.014 0.006 0.003
Capital income | (0.104 x 0.619) | (0.089 x 0.638) | (0.085x 0.657) | (0.056 x 0.597) | (0.051x 0.607) | (0.097 x 0.781)
0.064 0.057 0.056 0.034 0.031 0.076
Unemployment | (0.013 x -0.306) |(0.014 x -0.231)| (0.027 x -0.237) |(0.056 x -0.178)| (0.072 x -0.117) {(0.066 x -0.180)
benefits -0.004 -0.003 -0.006 -0.010 -0.009 -0.012
Taxfree (0.083 x -0.248) [(0.077 x -0.293) | (0.083 x -0.302) [(0.098 x -0.250)| (0.108 x -0.251) |(0.107 x -0.243)
transfers -0.021 -0.023 -0.025 -0.025 -0.027 -0.026
Taxes (-0.484 x 0.302) |(-0.452 x 0.303) | (-0.356 x 0.322) |(-0.348 x 0.326) | (-0.362 x 0.310) |(-0.372 x 0.335)
-0.146 -0.137 -0.115 -0.114 -0.112 -0.125
Gini 0.217 0.212 0.225 0.222 0.222 0.254
Sweden: individuals living as couples, 30-54 years old
1989 1990 1991 1992 1993 1994
Earnings of (0.779x 0.219) | (0.776 x 0.225) | (0.724x 0.256) | (0.732x 0.259) | (0.732x 0.268) | (0.708 x 0.277)
man 0.171 0.174 0.185 0.190 0.196 0.196
Earnings of (0.478 x 0.204) | (0.484 x 0.209) | (0.452x 0.204) | (0.465x 0.216) | (0.472x0.221) | (0.459 x 0.213)
woman 0.098 0.101 0.092 0.101 0.104 0.098
Self employ- (0.041 -0.060) |(0.033 x -0.002)| (0.026 x -0.052) | (0.022x 0.192) | (0.034 x 0.098) | (0.030 x 0.067)
ment income -0.003 -0.000 -0.001 0.004 0.003 0.002
Capital income | (0.110 x 0.655) [ (0.119 0.670) | (0.108 x 0.705) | (0.067 x 0.547) | (0.065x 0.556) | (0.115 x 0.744)
0.072 0.080 0.076 0.037 0.036 0.086
Unemployment | (0.003 x -0.398)| (0.003 -0.301) | (0.007 -0.214) -|(0.015x -0.165)| (0.021 x -0.183) | (0.019 x -0.200)
benefits of man -0.001 -0.001 0.002 -0.003 -0.004 -0.004
Unemployment | (0.004 x -0.031) | (0.004 x -0.214) | (0.005 x -0.038) |(0.010 x -0.130)| (0.018 -0.077) [(0.017 x -0.094)
benefits of -0.000 -0.001 -0.000 -0.001 -0.001 -0.002
woman
Taxfree (0.048 x -0.236) | (0.048 x -0.241) | (0.051 x -0.265) [(0.053 x -0.292) [ (0.052 x -0.304) | (0.054 x -0.324)
transfers -0.011 -0.012 -0.014 -0.016 -0.016 -0.018
Taxes (-0.463 x 0.269) | (-0.468 x 0.295) | (-0.3750.312) - | (-0.365x 0.290) | (-0.394 x 0.286) |(-0.4010.299) -
-0.125 -0.138 0.117 -0.106 -0.113 0.120
Gini 0.201 0.204 0.221 0.206 0.206 0.239
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