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future enquiries and research.

Conclusions

This paper has been written with two beliefs in mind. First that advances in the formal and
empirical analysis of income inequality help to refine and improve the robustness of research
findings on the democracy-inequality effect. I have underlined in particular the risk of value
judgements when measuring distributional outcomes, the role of equivalence scales and the
usefulness of the first incidence method. It goes without saying that the methodological difficulties
addressed in this paper underscore the fact that some problems have no easy answer.

Second, while it is a widely held view that research on the democracy -ix;equality linkage
has been chiefly afflicted by methodological problems, my account indicates that perhaps the
central issue is under-theorization. The bulk of the literature assumes a linear relationship between
political democracy and the size distribution of income which is refuted by the results reported
i this paper. Western democracies have undergone a variety of experiences, with inequality risimg
in some countries and falling in others.

Aside from the linearity assumption, the dominant approach is oriented towards the
paradigm of representative democracy which fails to consider political 'slack' as the main
opportunity for elected representatives to try to shape public opinion. We have seen that in
principle political elites may alter the patterns of political coalition formation by manipulating
eligibility and entitlement rules, and there is circumstantial evidence supporting this claim. The
overall picture that emerges from this paper is incomplete and fragmented which indicates that

we are certainly not a in a position to be confident of our theories and methods. One fruitful
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avenue for future enquires is therefore the development of explanations grounded on supply-side
factors. In view of the negative implications of inequality growth for health, crime and

education®, research focused on the degree of political slack in liberal democracies is particularly

urgent.
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Table 1. Ranking of 10 OECD countries according to the Theil index and the Gini coefficient
(Household post/tax-post/transfer equivalent incone).

Country Theil index% Gini coefficient% Country
United States 213 355 United States
France 17.9 30.9 Australia
Italy 16.6 30.7 Italy
United Kingdom 16.5 30.6 ' Canada
Canada 16.2 304 France
Australia 16.1 30.3 United Kingdom
Netherlands 15.7 ' 294 Netherlands
West Germany 13.5 | 264 West Germany
Sweden 10 24.3 Norway
Norway 98 22.9 Sweden

Source: Computed by the author from LIS. The countries datasets are the following: US, 1986; Australia, 1985-86;

Italy 1986; Canada, 1981; France 1984; United Kingdom 1986; Netherlands 1983; West Germany, 1984; Sweden,
1987, Norway 1986.



Table 2 Trends in income inequality in 5 Western countries. (Household post/tax-post/transfer
equivalized income).

Country mid-1970s late 1970s/ % change
early 1980s mid-1970s/
early 1980s
Gini coefficient %
United States 34.6 33.0 -4.8
Canada 324 31.1 4.2
United Kingdom 31.9 27.6 -15.5
West Germany 23.9 23.0 -3.9
Sweden 232 19.9 -16.5
Theil index %
United States 20.8 182 -12.5
Canada 17.8 16.2 -8.9
United Kingdom 14.8 12.7 -14
West Germany 14.5 13.9 4.1
Sweden 9.1 g 6.8 -25

Source: computed by the author from LIS datasets for the United States, 1974, 1979; Canada 1975,1981, United
Kingdom, 1974; 1979; West Germany 1973, 1978; Sweden 1975; 1981.



Table 3. Trends in income inequality in 9 Western countries. (Household post/tax- post/transfer
equivalized income). ’

Country late 1970s mid-1980s % change
early 1980s 1970s-1980s
Gini coefficient %
Israel | 33.7 33.0 2.1
United States 33.0 35.5 +7.0
Canada 324 31.1 4.0
France 308 304 -1.3
Australia 30.2 30.9 +2.3
United Kingdom 27.6 34.9 +20.9
Norway 24.9 24.3 -2.5
West Germany 23.0 . 264 +12.8
Sweden 19.9 229 +13.1
Theil index%

Israel - 20.3 18.7 -1.8
Canada 17.8 16.2 -8.9
United States 182 213 +17.0
France 18.1 17.9 -1.1
Australia 15.0 16.1 +7.3
West Germany 13.9 13.5 2.8
United Kingdom 127 4' 16.5 - +29.9
Norway 111 10.0 9.9
Sweden 6.8 100 +47.0

Source: computed by the author from LIS datasets for Canada 1975,1981; Israel, 1979,1986; United States
1979, 1986; France 1979, 1984; Australia 1981/82-1985/86; United Kingdom 1979, 1986; Norway 1979,
1986; West Germany 1978, 1984; Sweden 1981, 1987.




Table 4. Income share of bottom 20 percent and top 20 percent of the population in 9 Weggrn countries.
(Household post/tax-post/transfer equivalent income).

Country bottom 20% top 20%
late 1970s mid-1980s late 1970s mid-1980s

United States 6.2 5.6 39.2 41.0
Canada 6.4 7.6 382 38.2
Israel 73 14 4038 40.5
Australia 7.7 1.7 373 38.1
France 82 82 39.1 38.9
West Germany 9.1 9.5 37.0 35.9
United Kingdom 9.2 8.0 36.5 38.8
Norway 9.7 9.9 344 34.0
Sweden 9.8 9.4 324 322

Source: computed by the author from LIS datasets for Unites States 1979, 1986; Canada, 1975, 1981; Israel,

1979,1986; Australia, 1981/82, 1985/86; France 1979, 1984; West Germany 1978, 1984; United Kingdom 1979,
1986; Norway 1979, 1986; Sweden 1981, 1987.

*Countries are ordered according to the share of the bottom 20% in the late 1970s, startmg with the lowest.
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FIGURE 1

II\ICOME'II\JEQUALITY IN PRE-TRANSFER, POST-TRANSFER
AND POST-TAX INCOME IN 6 COUNTRIES ’

Gini coeffident %

eftect of rancfers

15 ] | 1 | ! |
swwei UK78 NW78 Us78 Wwa7s CN81

Note: SW: Sweden; UK: United Kingdom; NW: Norway;US:United States; WG:West Germany; CN:
Canada . o

Source: computed by the author from LIS





