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ABSTRACT

In this study income inequality in Finland was investigated using a decomposition analysis
by income group and income source. We have offered some explanations for the recent
trends or episodes in income inequality, focusing on changes in employment status, dif-
ferent sources of incomes and the redistributive role of the government budget. Several
conclusions can be drawn from the results. Total inequality rose significantly during the
latter part of the 1990s. The clear conclusion of decompositions is that variations within
groups were far more important in accounting for total inequality than variations between
groups. As a general pattern inequality rose proportionately more within those socio-
economic groups with growing capital income shares. In particular among entrepreneurs
this share grew most significantly during the 1990s. The results show that capital income
although it appears to represent only 17.5 per cent of the total equivalent household in-
come makes by far the most significant proportional contribution to overall inequality.
The 1993 tax reform, a so-called dual income tax system, is undoubtedly one of key fac-
tors responsible for this trend. Rising unemployment in the early 1990s, perhaps surp-
risingly, did not increase income inequality. More importantly, the number of the unem-
ployed below the poverty line (50 per cent of national average income) has risen from
1994. Since 1991 there was a declining trend in the average real disposable income of
unemployed households. This is without doubt due to those policy measures cutting the
redistributive impact of transfers, which have led inequality of disposable income to inc-

rease more than that of factor income.

KEY WORDS: Inequality, unemployment, income decomposition



THVISTELMA

Tulonjakomittojen hajotelma-menetelmén avulla pyrimme selvittimaan miksi pitkdan jat-
kunut tuloerojen tasoittuminen kaantyi voimakkaaseen kasvuun Suomessa 1990-luvun
jalkimmaiselld puoliskolla. Viimeaikaisille kehitystrendeille ja -vaiheille haetaan selityksié
muutoksista, jotka ovat tapahtuneet tyéllisyysasemassa, tulojen koostumuksessa ja julki-
sen vallan tulojen uudelleenjakopolitiikassa. Tutkimuksestamme on vedettivissa useita
johtopéétdksia. Sosioekonomisiin ryhmiin perustuvien hajotelmien yksiselitteinen tulos
on, ettd ryhmien siséisilla tuloeroilla on suurempi vaikutus kokonaistuloeroihin kuin ryh-
mien vélisilla eroilla. Tuloerot néyttavat kasvaneen suhteellisesti enemman niissé sosio-
ekonomisissa ryhmissa, joissa pddomatulojen osuus kasvoi. Voimakkaimmin osuus kasvoi
1990-luvulla yrittajien keskuudessa. Vaikka padomatulot edustavat vain 17.5 prosenttia (v.
1999) kotitalouksien kéytettavissd olevasta (ekvivalentista) tulosta, niiden vaikutus koko-
naistuloeroihin on suurin. Vuoden 1993 veroreformi, nk. eriytetty tuloverojarjestelmé, on
epailemattd yksi keskeinen taustalla oleva tekija. Kasvava tyottomyys 1990-luvun alku-
puolella, ehka yllattaen, ei aluksi lisénnyt tuloeroja. Tyoéttomyydelld oli muita vakavia seu-
raamuksia. Se on ennen muuta lisannyt kdyhyyttad. Vuodesta 1991 lahtien tyottémien ko-
titalouksien keskimaaraiset kaytettdvissa olevat reaalitulot ovat laskeneet. Tama epdile-
matta johtuu tulonsiirtoihin kohdistuneista leikkauksista. Tasté syysta kaytettévissa olevis-
sa tuloissa mitatut tuloerot ovat kasvaneet nopeammmin kuin tuotannontekijatulojen erot.
Tutkimuksemme osoittaa myds, ettd verojen ja tulonsiirtojen tuloja uudelleenjakava vai-

kutus on voimakkaasti vahentynyt 1990 luvun puolen vélin jalkeen.

ASIASANAT: Tuloerot, tyottomyys, tuloeromittojen hajotelma-menetelmét



1 INTRODUCTION?

For a long time in the post war period income differences were gradually declining in ma-
ny industrialised countries. This was just as Kuznets (1955) hypothesised that, following
an initial widening of the income distribution, income differences in advanced countries
would move towards greater equality. The recent experience from the beginning of the
1980s shows that the process described by Kuznets has gone into sharp reverse in many
advanced countries. Nevertheless income inequality did not increase in all countries in the
1980s, among others in Finland. Moreover, according to Atkinson et al. (1995) income

inequality in Finland was lowest in OECD countries in the 1980s.

Figure 1 shows what has happened to the Gini coefficient (of different income concepts)
in Finland between 1966 and 1999. Three periods can be distinguished in the case of dis-
posable income.? The first period, between 1966 and 1976, saw a very marked fall in ine-
quality. The inequality remained almost constant until the turning point in the beginning
of the 1990s. Since then, from the beginning of the 1990s, there is little doubt that income
distribution has become more unequal. In the first five years (1990-1994) considered in
Figure 1 inequality rose only modestly, coinciding with a period of rapidly increasing
unemployment. During the following period as the Finnish economy recovered, inequality
rose very quickly. Average real incomes have grown significantly since 1994, but at the
bottom of the scale there has been little or no rise in real income, whereas top incomes
have risen a much faster than the average. This rise of income inequality is departure from
the pattern of previous decades in Finland. Figure 1 also shows how the indicators of re-
distribution have varied in Finland over the period since 1966. The Gini coefficient for
factor income declined from around 38 per cent in 1966 to 35 per cent in 1976, since
then it increased slightly up to the beginning of the 1990s. Then it rose rapidly due to

unemployment, but from 1993 the Gini coefficient for factor income has risen much less

! We have benefited from the comments, discussion, and advice of Tony Atkinson, Reino Hjerppe,
Ravi Kanbur, Heikki Loikkanen and Jussi Simpura

2 Like most inequality measures, the Gini coefficient measures inequality relative to two limits. It
takes a minimum value of zero if income is equally distributed across the population, with all indi-
viduals receiving the same income. It takes a maximum value of one in a situation where all income
would be given to a single individual in the society.
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than the Gini coefficient for disposable income. The Gini coefficient for gross income (in-
cluding transfers) has very much the same pattern as for disposable income. The redistri-
butive impact of transfers and taxes appears to have fallen since 1994. So we know what

happened during the 1990s but the question to be asked is why?*

What can explain this rise in inequality? Why has the previous trend been reversed? There
are strong grounds for believing that the rise in income inequality in Finland in the 1990s
was associated with a fall in the proportion of households with income from work. Bet-
ween 1966 and 1999 there was a declining trend in the importance of work. Most impor-
tantly between 1990 and 1994 there was a significant reduction in the proportion of hou-
sehold income from work, resulting mostly from unemployment. Although the biggest in-
come component of household income is still earnings (= labour income plus entrepre-
neurial income), 85.3 per cent of disposable income in 1999, the share of capital income
has risen from 6.6 per cent in 1990 to 17.4 per cent in 1999. There has been no single
cause of the distributional changes in Finland during the 1990s. It seems to us safe to
conclude that the important part of explanation for the inequality increase must be sought
in the divergence of experiences with particular groups, in changes of different source of

income, and especially in the redistributive role of the government budget.

% For further discussion of recent evolution in Finnish income distribution, see Uusitalo (1988,
1989, 2000), Suoniemi (1998, 1999), Riiheld, Sullstrém and Tuomala (2001), Riiheld and Sull-
strom (2001).



Figure 1. Gini coefficients of incomes in Finland 1966—1999
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In this paper we are concerned in particular with the economic circumstances of people
who do not work versus those that do. If we look at the distribution of earnings, we obser-
ve great inequality. There is considerable inequality not only amongst those who belong to
the labour force, but there is large number of people without any labour income. People
without labour income may still have a reasonable standard of living. The reason is not
only that we have welfare state programs, but consumption is not only determined by
current income, but also by past and future income. The distribution of lifetime income
would almost by definition show less inequality than that of annual income. These are im-
portant considerations in assessing consequences of the deep recession we experienced in

Finland in the 1990s.

It is clear that if we are concerned with inequality, what really matters is not the distributi-
on of income per se, but the distribution of the standard of living between individuals and
households. At a more general level we can raise an important question: What is precisely
the difference between income inequality and economic inequality? As has been argued
most notably by Amartya Sen (1997) the distinction is of considerable importance for

economic practice as well as economic theory. “Income is, of course, a crucially important



means, but its importance lies in the fact that it helps the person to do things that she va-
lues doing and to achieve states of being that she has reasons to desire”. There may be
substantial differences between the income-based view and non-income indicators of qua-
lity of life. In particular inequality comparisons will yield very different results depending
on whether we concentrate only on incomes or also on the impact of other economic and
social influences on the quality of life. For example, it may be so that an over-
concentration on income inequality alone has permitted greater social and political tole-
rance of unemployment in Finland than in other European countries that cannot be justi-

fied if we have a broader view of economic inequality.

Standard of living is not an easy concept to make empirically operational. It clearly de-
pends on the level of consumption of private goods, on the supply of public goods and
publicly provided private goods such as education, health care and social services. There is
no single, correct way of measuring the standard of living. Therefore, both income and
expenditure inequality need to be considered in forming a comprehensive view of inequ-
ality. The majority of empirical studies concentrate on income as the primary measure. In
most cases this reflects the availability and reliability of data. Nevertheless, there are a
number of important insights that can be gained by looking at expenditure as well. In this
paper we focus on income inequality whereas Riihelda and Sullstrom (2000) focuses on

expenditure inequality.

We employ a decomposition analysis of inequality by income source and by population
groups to understand and explain particular aspects of economic inequality in Finland.
Making use of decomposition allows answers to questions as: How much is contributed to
inequality by different population groups? And how much is contributed by different in-
come sources? There are numerous ways of decomposing the population to reveal its
constituent parts and their contribution to the overall picture of economic inequality. Be-
cause one of our aims is to explain how the shift from work has affected economic inequ-
ality it turned out to be very useful to consider two categories, those in work and those not

in work.

The structure of the paper is as follows. Section 2 describes the data used in our study.
We focus on two groups, those households where either husband or wife is in work and

those where neither in work. Section 3 uses decomposition analysis to study the impacts



of the shift from work on inequality. It also examines changes in the tax and benefit sys-
tem and the effects that these have had on inequality. The following section breaks income
down into its constituent parts. It considers from where households receive money and
how the importance of different sources has altered during the 1990s. Section 5 conclu-

des the paper.

2 THE DATA

We describe briefly the data used in this study. We use the income distribution statistics
(IDS) published by the Statistics Finland. The IDS is a sample survey of around 9000—
11000 households drawn from the private households in Finland. The IDS contains infor-
mation on incomes, taxes and benefits together with various socio-economic characteris-
tics of the Finnish households. Most of the information contained in the IDS has been
collected from various administrative registers. Auxiliary information is collected through

interviews. The following components of disposable income are used in this study:

Labour income

+ Entrepreneurial income

= Earned income

+ Capital income

= Factor income (market income)

+ Current transfers received (taken separately national social security
benefits, occupational social security benefits, social benefits,
unemployment benefits and other current transfers received)

= Gross income

- Direct taxes, social security contributions and other current
Transfers paid.

= Disposable income

+ Transfers received outside disposable income

- Transfers paid outside disposable income



Sometimes we call disposable income net income because it is factor income (market in-
come) plus net transfers (difference between received and paid transfers of households).
Indirect taxes, such as VAT and specific commodity taxes and the provision of public ser-
vices are not included on our data. This may have important consequences, because indi-
rect taxes and public services tend to be regressive (see for example Sullstrom and Riiheld,

1996 and Suoniemi, 1993).

All types of income used in this study are calculated on annual basis. The OECD equiva-
lence scale is used in order to make comparable households with different size and com-
position. The OECD-scale is calculated as follows. The first adult in each household has a
weight of 1 and each additional adult a weight of 0.7. Each child under 18 years old gets a
weight of 0.5.

3 DECOMPOSITION BY INCOME GROUPS; IMPACT OF
THE SHIFT FROM EMPLOYMENT ON THE
DISTRIBUTION OF INCOME IN THE 1990S

Overall, the most important component of income is earned income, earnings, (labour
income plus entrepreneurial income). Table Al in Appendix shows how the shares of dis-
posable income have altered. The share of earned income has fallen from 99.7 in 1990 to
85.3in 1999 and as a per cent of factor income from 93.9 to 88.1. This reflects the trend
towards lower levels of employment. The greatest fall occurred between 1990 and 1994,
when the share of earned income fell from 99.7 per cent to 80.2 per cent, just as the rate
of unemployment reached unprecedented levels. In fact the gradual trend downward had
occurred throughout the last three decades. The second biggest source of income
throughout the period has been transfers or social security. Its share has risen sharply
from 27.1 per cent in 1990 to 41.9 per cent in 1994 and then it has fallen to 33.7 in
1999. According to Household Survey the share of capital income actually declined from
the mid 1960s to the mid 1980s, but since then it has gradually risen to form 17.4 per

cent of households’ disposable income in 1999.
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The consequences of the shift in the importance of earned income depend on how it has
been shared. Has the fall in earned income spread proportionately across the population,
especially during the first part of the 1990s? There is no evidence for this case in Finland
in the 1990s. On the contrary the proportion of households where the head was employed
or self-employed fell dramatically by 10.4 percentage points between 1990 and 1994 (see
Table 1).

Table 1 The ratio of mean incomes (m /m,) and the population share of

Group EV
Year Factor income Gross income Disposable Population share
income of group E
1990 5.91 151 1.29 78.9
1991 5.00 141 1.23 77.5
1992 4.86 1.38 121 72.4
1993 4.67 1.36 121 68.5
1994 5.01 141 1.24 67.0
1995 5.54 1.42 1.24 68.5
1996 5.79 1.44 1.24 68.7
1997 5.65 1.46 1.27 69.5
1998 5.05 1.45 1.26 70.2
1999 5.26 1.52 1.32 70.9

b Incomes is adjusted by the OECD equivalence scale

Using the inequality decomposition technique and the data from IDS in 1990-1999 we
explore how has this decline in the importance of work affected the distribution of income
during the 1990s in Finland. There are, of course, a number of different ways of splitting
the population for the purposes of decomposition analysis. In the first stage we have cho-
sen to split it into two groups; those households where household head is in work, deno-
ted by group E and those where household head is not in work denoted by group U inclu-

ding mainly unemployed and pensioners.*

4 See Kanbur (1982) on the pioneering work in using the analytical framework of inequality de-
composition.
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The basic idea of decomposition is that some forces affect the income inequality by chan-
ging the size of different groups, others affect income sources, and some do all of these.
We consider in this section decomposition by population subgroup. Total inequality de-
pends on inequality within each of the subgroups, the size of subgroup relative to the total
population and the average income of each subgroup. For additively decomposable inequ-
ality measures, total inequality is equal to the weighted sum the inequalities within each
subgroup (within-group inequality), plus between group inequality which is equal to the
total inequality there would be if each person would receive the mean income of the sub-
group to which he or she belongs. More formally we can write any additively decomposa-
ble inequality measure |1 = I, + Ig where |, is inequality within group and lg is between-

group inequality.

How to interpret the empirical evidence? The shift from work produces simultaneous
shifts in both population shares and relative incomes (see Table 1). The effect of this shift
from group E to group U also depends on the distribution within the two groups. Is inco-

me inequality greater among group E than among group U?

All six measures used, the generalised entropy measures (including Theil's measures, the
mean log deviation (c = 0) and the Theil index (c = 1) and the squared coefficient of va-
riation (¢ = 2) (Shorrocks, 1980), the variance of logarithms®, the Atkinson index (e =
0.5, 1 and 2) and the Gini coefficient®, reflect higher inequality among those not in work,
i.e group U’. On the basis of IDS data, the inequality in both groups continued to increase
throughout the 1990s. Furthermore, the Lorenz curves for groups E and U do not cross

during the 1990s.

In order to make meaningful comparisons between estimates of inequality measures we
need to examine the statistical significance of the results. We employ technique developed

by Cowell (1989). Table 2 attaches standard errors to the calculated inequality measures.

® The variance of logarithms does not belong to the generalised entropy class. The variance of
logarithms uses the geometric mean an alternative representative income that places more weight
on low incomes (see Anand, 1983).

® See Cowell (1995) for a good exposition of these measures.
"¢ is the relative inequality aversion parameter.
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The rise in the proportion of households without earned income is important because this
group not only has a lower average income but also exhibits much greater inequality than
group E. It may be some surprise that inequality is greater among the household without
earned income. Because earned income makes up the largest single source of household
income we might reasonable expect the most important trends in inequality are driven by
changes in the distribution of earned income. This does not seem to be the case in Finland
in the 1990s. This also makes it of particular interest to examine more closely income dis-

tribution in both groups.

The clear conclusion of the decomposition analysis was that variation within groups was
far more important in accounting on total inequality than variation between groups. In the
two-group case, between-groups component contributed less than 2 per cent to total ine-
quality in 1999. When the population is grouped into eight socio-economic groups accor-
ding to the squared coefficient of variation, disparities between groups account for 15.5

per cent of total inequality in 1990, 12.1 per cent in 1993 and 5.9 per cent in 1999.

The inequality in both groups continued to increase during the latter part of the 1990s.
Interestingly, the divergence in inequality between two groups remained almost the same
until 1997. Since then the growth of inequality has been more rapid among those not in
work than in group E. An important part of the explanation for the overall increase in ine-
quality must be sought in the divergence of experiences within different groups. There are
divergences in the average income of different groups (see Figure 2) and the relative sizes
of groups changed over the 1990s (see Table A2 in Appendix). So it is not just the inc-
reased numbers of unemployed and the increased gap between the incomes of group E
and group U which is responsible for increased inequality, but also the gap between well-
paid people in group E and poorly paid people in group E; between richer pensioners and

poorer pensioners in group U.
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Table 2 Income Inequality in Finland in 1990, 1993 and 1999 ¥

Inequality Group Year 1990 Year 1993 Year 1999
Measure Fl Gl DI Fl Gl DI Fl Gl DI
Generalised E 14.0 9.3 6.2 17.1 10.1 6.9 20.0 13.8 10.6
Entropy class (0.29) (0.20) (0.13)| (0.45) (0.30) (0.24)| (1.00) (0.86) (0.75)
of measures U 56.7 10.6 7.1 55.1 11.3 7.7 82.9 15.9 11.7
(c=0) (2.24) (0.43) (0.31)| (2.66) (0.58) (0.47)| (6.93) (1.55) (1.28)
Total 37.3 10.9 7.0 44.0 11.4 7.5 52.6 16.1 11.6
(0.71) (0.19) (0.12)| (0.99) (0.28) (0.22)| (1.62) (0.77) (0.66)
(c=1) E 13.5 9.8 6.4 16.8 10.8 7.5 23.8 18.2 14.3
(0.32) (0.27) (0.15)| (0.70) (0.55) (0.45)| (2.44) (2.13) (1.95)
) 45.3 11.4 7.5 45.7 12.4 8.3 93.6 215 15.8
(2.14) (054) (0.37)| (3.38) (0.94) (0.77)| (16.2) (3.73) (3.02)
Total 24.7 11.2 7.1 31.2 12.2 8.1 40.5 20.5 15.4
(0.42) (0.25) (0.14)| (0.77) (0.48) (0.39)| (2.51) (1.87) (1.66)
(c=2) E 16.1 12.1 7.2 22.9 15.3 104 62.2 48.6 39.3
(0.72) (0.62) (0.24)| (3.46) (249 (@Q.77)| (22.0) (@a7.3) (16.0)
) 72.7 14.3 8.9 83.4 17.4 11.2| 573.2 57.8 40.1
(8.09) (0.96) (0.64)| (15.5) (2.53) (1.89)|(206.3 (21.0 (15.0)

)

Total 26.2 13.7 8.0 38.5 16.9 11.0 92.9 53.0 40.7
(0.86) (0.58) (0.23)| (4.08) (2.10) (1.43)| (25.8) (155) (13.9)
Variance of E 29.9 18.0 12.5 36.7 19.5 13.3 37.2 22.7 17.1
Logarithms (0.76) (0.38) (0.31)| (1.08) (0.71) (0.65)| (1.26) (0.71) (0.49)
) 174.2 20.1 14.1| 164.3 21.1 14.7| 221.8 26.1 19.3
(8.87) (0.77) (0.67)| (11.2) (0.87) (0.73)| (11.8) (1.35) (1.12)
Total 1255 214 14.0| 138.6 22.2 14.6| 172.0 27.7 19.4
(3.91) (0.38) (0.28)| (4.66) (0.59) (0.43)| (8.42) (0.69) (0.63)
Atkinson E 6.6 4.6 3.1 8.0 5.0 35 10.0 7.4 5.8
Index (0.62) (0.63) (0.63)| (0.81) (0.83) (0.84)| (1.11) (1.10) (1.09)
(e=0.5) ) 21.3 5.3 3.6 21.0 5.7 3.9 33.0 8.6 6.4
(1.03) (0.82) (0.82)| (1.38) (1.12) (1.12)| (3.46) (1.64) (1.56)
Total 13.4 5.3 3.4 16.3 5.7 3.8 19.3 8.4 6.3
(0.56) (0.54) (0.54)| (0.66) (0.67) (0.67)| (0.94) (0.91) (0.89)
(e=1.0) E 13.1 8.9 6.1 15.7 9.6 6.6 18.0 12.9 10.0
(5.78) (6.16) (6.17)| (7.30) (8.03) (8.06)| (8.62) (9.33) (9.35)
) 43.3 10.1 6.9 42.4 10.7 7.4 56.4 14.7 11.0
(4.33) (7.44) (7.60)| (5.89) (10.1) (10.3)| (5.95) (119 (12.0
Total 31.1 10.3 6.7 35.6 10.8 7.2 40.9 14.9 11.0
(3.92) (5.09) (5.15)| (4.39) (6.29) (6.38)| (4.95) (7.33) (7.46)
(e=2.0) E 27.3 16.7 12.1 37.2 21.0 15.1 34.1 21.8 17.0
(1.20) (1.09) (1.16)| (3.67) (3.22) (2.85)| (198) (@@.749) (1.79
) 93.4 18.9 13.8 90.4 19.9 14.3 95.3 25.2 19.5
(1.13) (1.55) (1.58)| (1.80) (1.87) (1.97)| (0.89) (2.51) (2.56)
Total 92.8 19.7 13.5 90.4 22.1 15.5 95.1 25.9 19.1
(1.16) (0.89) (0.96)| (1.64) (2.08) (1.95)| (0.83) (1.41) (1.46)
Gini E 28.2 23.7 19.4 31.2 24.5 20.0 33.6 28.3 24.4
coefficient (0.32) (0.29) (0.22)| (0.48) (0.44) (0.39)| (0.85) (0.79) (0.73)
) 55.5 254 20.5 55.5 25.7 20.8 65.7 30.3 25.5
(0.90) (0.50) (0.43)| (1.11) (0.67) (0.59)| (2.80) (1.30) (1.17)
Total 39.0 25.6 20.4 44.8 26.1 20.9 47.7 30.6 25.7
(0.35) (0.26) (0.20) | (0.45) (0.36) (0.32)| (0.79) (0.67) (0.62)

Y Household income is adjusted by OECD equivalence scale, FI = Factor income, Gl = Gross
income, DI = Disposable income, Asymptotic standard errors in the parentheses,
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It is also apparent that the differences between the mean income of various subgroups
within those not in work and those in work have diverged during the latter part of the
1990s. Therefore, we also perform further decompositions in both groups. The purpose of
this is to try to isolate where the growth in inequality is occurring. Figure 2 indicates that
whilst the economy has grown significantly during recent years the fruits of that growth
are not shared equally. There was a declining trend in the average disposable income of
unemployed population (household head more than six moths unemployed) while other
groups have, on average, enjoyed more and less significant real income gains over the last
4-5 years. In particular, real disposable income has grown significantly in the case of ent-
repreneurs during the latter part of the 1990s. As for the differences between the mean
incomes of various groups they have diverged. In particular, the mean income of the white
collars group in 1990 was around twice that of the second poorest group (unemployed).

This gap declined in 1993, but increased during the latter part of the1990s.

Figure 2 Real average disposable income (1995p) by socio-economic groups
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The multifaceted nature of the inequality increase is well illustrated in Figure 3. It shows
how the Gini coefficient indexed at 100 in 1990 rose for most of the groups in the period
1990-1999. Over the first six years under examination (1990-1995), the contribution of
the unemployed population to overall inequality based on the Gini declined. It rose bet-
ween 1996-1998. As we showed in the previous section the contribution of a particular
group to overall income inequality, however, depends on the combination of two things —
the extent of income inequality within the group and the size of the group. In the earlier
period (1990-1993) these two factors were working in opposite directions. Between 1994
and 1999 the most significant increases occurred among households headed by farmers,

entrepreneurs and white collars.

Figure 3 Gini coefficients for different socio-economic groups (1990=100)
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To gain further understanding of changes in income inequality between 1990 and 1999

we used a shift share analysis (Atkinson, 1992).% This method is based on decomposition

8Although the process Kuznets (1955) hypothesised has gone into sharp reverse in Finland and

other advanced countries, it does not mean that the analytical framework used by Kuznets (1955)

could not be still useful. “Changes in the distribution of income are outcome of several forces oper-

ating in different directions. As the balance of these forces varies, we may expect the resulting trend
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of inequality measures by household employment status. Table 3 shows, for generalised
entropy measures and variance of log income, what would have happened to total inequ-
ality if subgroup population shares had changed from their 1990 levels to their 1999 le-
vels, but other things had remained the same. If we take, for example, the variance of log
income and replace the 1990 values for the share of those in work by that for 1999, then
the calculated change is 8.2 % of actual rise. The actual total rise in income inequality
from 1990 to 1999 was 5.5 percentage points. Then we repeat the same procedure sho-
wing impact of changes in group mean incomes, other things held constant. Finally Table
3 shows the impact of ceteris paribus changes in group inequalities. The quantification of
the different effects depends on the choice of inequality measure. The most striking fea-
ture of the results in Table 3 is that in most cases the inequality changes between 1990
and 1999 are accounted for by changes in inequality within the work status subgroups,
rather than by changes in relative subgroup sizes or average incomes. It appears that in
the case of variance of log income 80 per cent of the inequality growth arose from inequ-
ality within the work status subgroups. The shift from employment only accounts for up
8.2 per cent of the increase. In sum, the results of decomposition analysis are confirmed

by shift-share analysis.

in inequality to change direction ... The balancing of conflicting forces is evident from what is per-
haps the most important legacy of Kuznets' approach: the analytical framework for examining the
contribution to overall inequality of different sectors of the economy.” Atkinson (1992, p. 26).
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Table 3 Shift-share analysis of inequality changes, 1990-1999, based on

employment status

I(c) Year Actual Pop. share Means Inequalities
100*1© Pred. % Pred. % Pred. %
change change change
c=0
1990 6.95
1993 7.49 9.69 510.2 4.84 -392.6 7.12 32.0
1998 10.39 9.24 66.5 4.96 -57.7 8.37 41.2
1999 11.64 9.07 451 4.97 -42.1 6.07 -18.8
c=1
1990 7.06
1993 8.07 4.72 -231.3 8.92 1834 8.40 132.3
1998 12.45 5.10 -36.2 9.07 3.72 13.50 119.5
1999 15.35 5.25 -21.8 9.39 28.1 20.26 159.1
c=2
1990 7.99
1993 11.01 4.29 -122.8 421 -125.5 5.72 -75.2
1998 24.13 4.28 -23.0 4.34 -22.7 11.60 22.3
1999 40.71 4.27 -11.4 4.50 -10.7 21.82 42.3
Lnvar
1990 13.96
1993 14.61 14.55 90.2 13.50 -70.8 14.65 106.5
1998 18.84 14.45 10.0 13.96 0.1 17.98 82.5
1999 19.45 14.41 8.2 14.23 4.9 18.33 79.7

D 94 of actual change: 100*[I(t+1)- I (©)]/[I (t+1)- 1 (t)], where 1(t+1) is the predicted value for

the period (t+1)

Redistributive impact of taxes and transfers

We are especially interested in households' net income, that is, their income after they ha-

ve received social security benefits and paid taxes on their income. Understanding the im-

pact of taxes and benefits is a crucial part in understanding trends in inequality. The most

obvious way to proceed is to examine the actual amounts of taxes paid and benefits re-

ceived by households in groups E and U in our data and then look at how those have

changed over time. Of course this approach is not without problems. Namely this ap-

proach is not able to distinguish between changes in the tax structure and changes in the
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distribution of the pre-tax income.® Using the actual amounts of taxes paid and benefits
received by households we may ask whether the redistributive role of government has fal-

len or not during the 1990s. Is it so that policy has contributed to the rise in inequality?

In considering the impact of taxes and transfers, we can distinguish between the automa-
tic responses of budget to changing gross incomes and policy changes in the tax and be-
nefit system. There are a humber of automatic mechanisms in taxes and benefits. For in-
stance, the unemployment benefit system provides protection against loss of labour inco-
mes, hence moderating the rise in inequality in gross incomes. This is just what happened
in Finland in the beginning of the 1990s. Figure 4 shows how indicators of redistribution
have varied over the 1990s. The Gini coefficient for factor income increased from 39 per
cent in 1990 to 44.8 per cent in 1993, mainly due to rise in unemployment, but thereafter,
it did not rise so rapidly. The rise in the Gini coefficient for gross income (including
transfers) was less rapid up to the mid 1990s: the rise from 1990 to 1993 was 0.5 per-
centage point compared with a rise of 5.8 percentage points for factor income. After 1993
the situation reverses: the Gini coefficient for factor incomes rose by 2.9 percentage point
from 1993 to 1999 but for gross income the respective increase was 4.5 percentage
points. The rise for disposable income was even larger, 4.8 percentage points. In Figure 5
the average redistribution of income measured in terms of the relative difference between
the Gini coefficient of factor income and disposable income are given from 1990 to 1999.

More formally
100* (G; - G,)/G,,

where G and G are the Gini coefficients of factor income and disposable income res-

pectively.’® We see that the redistributive contribution of direct taxes and transfers fell in

® The alternative would have been to apply the 1990 tax and benefit system to the 1999 distribution
of household income. The difficulty with this approach would be that it is not easy to trace all be-
havioural changes if the old tax and benefit system were reintroduced. Moreover it is not easy to
reconstruct the old tax and benefit system. For these reasons we didn't adopt this approach.

10 |_ambert (pp. 47-53, 1993) uses another method in measuring the redistribution effect on taxes.
He calls the difference of the Gini and concentrate coefficients of post distribution ranked ac-
cording the pre distribution 'the redistributive effect'. The general pattern obtained by Lambert's
method remains the same as in Figure 5.
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all cases during the latter part of the 1990s. In other words over that period while factor

income inequality rose, post-tax inequality rose faster still.

Figure 4 Gini coefficients of factor, gross and disposable incomes in

1990-1999
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Figure 5 The extent of redistribution; for groups E and U and the whole

population
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4 DECOMPOSITION BY INCOME SOURCES

So far we have looked at the income inequality treating income as a single lump. Of cour-
se people have incomes from different sources such as labour, capital and social security.
These different income sources are distributed differently within the population. Next we
examine some of major trends in the different sources of income. We use a measure that
is decomposable in order to assess how changes in different income sources have affected
overall income inequality. We break down total income into following components: labour

income, entrepreneurial income, capital income, pensions and other transfers.

To see how the composition of income varies in different parts of the income distribution
we show in Figure 6 composition of disposable income by decile. Throughout the last de-
cade, labour income has made up the most important source of total household income,
but its role is less important for poorer deciles in 1999 than in 1990. Figure 6 shows that
the shares of labour income below the median have declined during the 1990s. For the
poorest decile, labour income plays a rather minor role, making up about 40 per cent of
the income of the poorest decile in 1990 and just over 30 per cent in 1999. Labour inco-

me provides over a half of income from the second decile, reaching a maximum in the
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Figure 6 Income composition by deciles in 1990, 1993 and 1999
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ninth decile. It falls back in the decile of richest tenth reflecting large receipts of capital
income and entrepreneurial incomes in the top decile. The high level of capital income
also reflects the considerable concentration of wealth and therefore income from wealth.
In 1999 the tenth decile gets 40.5 per cent of its income deriving from capital, other deci-
les 14 per cent and less. Transfers provide the major part of income for the poorest deci-

les. They play an important role for some households even in the fifth and sixth deciles.

One way to looking at changes in the contribution of different income sources is to consi-
der the share of each income component going to group E and group U. Such figures are
given in Table 4. They show among other things that the share of capital income in group
E has grown during the 1990s. In fact we shall see that the reason for this is that capital
income has risen significantly among entrepreneurs and white collars. The inequality in
question is that of disposable household income. This is the household income after taxes
and social security contributions. Disposable income could be expressed as the sum of in-
comes of all sources of gross income minus taxes and social security contributions. Here

taxes and social security contributions are treated as a negative income.

Table 4 The shares of incomes by two groups 1990, 1993, 1998 and 1999

Income source Year 1990 Year 1993 Year 1998 Year 1999 Total
E U E U E U E U

Earnings 97.7 2.3 9.3 47| 96.5 35| 971 2.9 100

Capital income 645 355| 632 36.8| 68.0 320 716 284 100

Transfers received 429 57.1| 37.0 63.0| 355 645| 359 641 100

Transfers paid 91.2 88| 816 184| 845 155| 856 144 100

Disposable income 828 172 724 276| 748 252| 762 238 100

Another way of thinking about the same issue is to look at changes in the contribution of
different income components to the squared coefficient of variation. By contrast to the
decomposition analysis by population subgroups there are relatively few measures that will

allow a convenient breakdown by component of income. Following the methodology of
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Shorrocks (1982) we use the squared coefficient of variation'*. This measure can be rea-
dily broken down into its constituent parts. This measure is well defined even in the pre-
sence of income components with negative values. We define total inequality, I, as the sum

of the contributions of each source of income.
o
l=a S,
k
where S, is the absolute contribution of source k to total inequality. Now define
s, =S/1,

S0 é S« =1, where s, is the proportional contribution of source k to total inequality.

When the squared coefficient of variation is used, the absolute contribution of a given in-

come source is
S, = cov(y,,y)/m?,

where m is mean income and y is total households income and cov(.) is the covariance
between the household incomes from source k and total income. The proportional contri-

bution of each source to total inequality can be written as
s, =cov(y,,y)/s?*=r s, /s,

where 1 is the correlation coefficient of between y, andy, S, is the standard deviation

of incomes from source k and S is the standard deviation for total incomes.

11 See also Suoniemi (2000).
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The role of each income source in contributing to overall inequality is shown by Figure 7
and Tables 5-9. It is determined by three factors, the correlation between income from
source k and total disposable household income, the share of income from source Kk in to-

tal disposable income, and within source inequality.

Figure 7 Decomposition of the squared coefficient of variation
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Figure 6 shows how the evolving level of total income inequality since 1990 has been ge-
nerated by different disequalising contributions from these different sources of total hou-
sehold income. This figure has two especially striking features. First overall inequality has
increased substantially, as we already have seen in the previous section. The sources of
income inequality are in 1999 more diverse than in 1990, when the great majority of in-
come inequality reflected inequality of earnings. By the late 1990s, the combined effects
of other income (mainly capital income) sources has grown to be more important. Table
5 provides a detailed decomposition of inequality (CV ?index) by income source for dif-

ferent group.
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Table 5

Decomposition of different group inequality by income sources in
1990, 1993,1998 and 1999

Cv? |100% m,/m My

El Cl TR TP El Cl TR TP El Cl TR TP
Year 1990
Cv2 0.584 8.856 1.584 0.943
Farmers |0.184 126 18 2 -46| 976 123 19.1 -29.0| 0.89 0.43 0.06 -0.74
Entrepn. |0.311 138 41 5 -85| 1214 101 13.2 -448| 0.89 050 0.17 -0.87
Wecollars | 0.123 165 17 1 -83| 1325 51 9.7 -47.2| 091 042 0.03 -0.89
Bcollars 0.094 125 16 10 -51| 1149 44 141 -33.3| 0.81 042 0.16 -0.82
Workers | 0.081 147 10 -6 -52| 1115 29 16.6 -30.9| 0.87 0.32 -0.09 -0.83
Pension. | 0.159 31 28 90 -49| 100 14.2 934 -175| 048 0.58 0.79 -0.82
Unempl. |0.118 36 13 73 -22| 388 6.8 70.2 -159| 043 0.38 0.70 -0.67
Others 0.320 34 45 32 -11| 453 8.7 56.8 -10.7| 0.48 0.68 0.45 -0.49
Total 0.159 150 19 1 -69| 99.7 6.6 27.1 -334| 0.78 0.39 0.01 -0.85
Year 1993
Cv2 0.872 6.935 1.001 1.034
Farmers | 0.156 99 24 15 -38| 79.2 185 249 -22.6| 0.82 055 0.30 -0.78
Entrepn. |0.784 82 72 1 -65| 94.7 238 17.1 -355| 0.78 0.81 0.03 -0.88
Wecollars | 0.145 140 31 5 -76| 1225 105 15.0 -48.0| 0.85 0.59 0.11 -0.88
Bcollars 0.086 138 21 -1 -58| 1046 7.9 215 -33.9| 0.82 0.51 -0.01 -0.85
Workers | 0.081 135 23 -6 -51| 100.2 7.3 249 -32.3| 0.79 0.48 -0.09 -0.81
Pension. | 0.202 16 61 76 -53 8.3 19.3 96.3 -23.8| 0.33 0.80 0.74 -0.82
Unempl. |0.115 60 31 46 -37| 279 89 819 -18.7| 055 053 0.52 -0.75
Others 0.335 9 61 51 -21| 232 108 786 -12.6| 0.17 0.79 0.68 -0.72
Total 0.220 105 46 9 -60| 80.2 12.3 40.1 -32.6| 0.66 0.67 0.10 -0.85
Year 1998
Cv2 0.893 24.97 1.145 1.349
Farmers |0.371 102 23 1 -26| 876 17.8 19.7 -252| 091 048 0.05 -0.72
Entrepn. | 1.092 49 103 0 -53| 89.3 38.1 13.6 -41.0| 0.60 0.90 0.01 -0.93
Wecollars | 0.281 95 71 -1 -66| 126.4 134 119 -51.7| 0.73 0.78 -0.02 -0.88
Bcollars 0.104 132 21 3 -56| 1089 9.0 19.8 -37.6| 0.82 0.55 0.05 -0.86
Workers | 0.095 150 15 -10 -65| 1089 7.1 20.7 -36.7| 0.88 0.49 -0.17 -0.87
Pension. |0.810 8 116 21 -44 85 214 944 -243| 0.26 0.93 0.43 -0.93
Unempl. |0.162 38 52 43 -32| 204 89 879 -17.1| 045 0.70 0.52 -0.84
Others 2.388 3 154 6 -63| 29.3 146 711 -15.0| 0.14 0.97 0.30 -0.97
Total 0.482 62 90 3 -65| 85.8 151 35.7 -36.6| 0.53 0.83 0.05 -0.89
Year 1999
Cv2 1.002 39.69 1.314 2.142
Farmers | 0.498 93 34 0 -27| 91.3 194 158 -26.5| 0.89 0.56 0 -0.73
Entrepn. | 3.066 15 129 3 -47| 79.9 48.2 128 -409| 0.39 0.97 0.16 -0.97
Wecollars | 0.423 94 86 0 -80| 125.6 149 11.2 -51.7| 0.69 0.76 0 -0.91
Bcollars 0.132 98 33 15 -46| 106.5 10.1 19.7 -36.3| 0.72 0.63 0.24 -0.83
Workers | 0.108 124 34 -8 -50| 108.0 8.1 19.3 -354| 0.80 0.55 -0.15 -0.88
Pension. | 0.593 8 109 30 -47 7.2 221 944 -237| 0.30 0.92 0.52 -0.94
Unempl. |0.175 30 70 31 -31| 17.6 9.7 88.7 -16.0| 045 0.73 0.44 -0.82
Others 3.432 |2 142 1 -45 282 250 639 -17.0/0.10 0.98 0.05 -0.98
Total 0.814 |43 108 3 -54 853 175 337 -36.4|045 0.89 0.06 -0.91

El = Earned income, Cl = Capital income, TR = Transfers received, TP = transfers paid
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Earnings and inequality:

Earnings are the biggest single source of income (85.3 per cent in 1999, see Appendix,
Table Al), but their contribution to total inequality has declined over the 1990s. Earnings
made the biggest contribution to total income inequality in 1990 and 1997, but not any-
more in 1998 and 1999 (see Table 5). Within source inequality for earnings has actually
fallen over the period and it is in fact relatively low compared with within-source inequ-
ality for the other income sources. There are two reasons why earned income is still an
important contributor to total income inequality. The biggest component of disposable
income is earnings and furthermore, earned income has high correlation with total dis-

posable income.

As it can be seen in Table 5 in 1999 43 per cent and in 1993 105 per cent of the total in-
come inequality is attributed to earnings.*? Table 6 shows decomposition according to la-
bour income. The picture is very much the same as it was in the case of earnings. This is

simply so because the major part of earnings comes from labour income.

Table 6 Labour income and inequality

Year 1990 Year 1993 Year 1998 Year 1999
E U Total E U Total E U Total E U Total
100*S, 1229 125 1234 97.2 9.7 885| 65.3 2.6 483 34.1 35 342
cV 2 0.389 5.359 0.706 | 0.493 4.354 1.021| 0.472 6.339 1.000| 0.590 5.445 1.149
k

mk/m 1.040 0.095 0.877| 0.946 0.119 0.718| 1.002 0.086 0.771| 0.985 0.079 0.769

r 0.721 0.242 0.670| 0.666 0.184 0.573| 0.561 0.114 0.435| 0.399 0.169 0.374

2 Individual contributions can exceed 100 per cent, since some of the components are negative

(see Figure 5).
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Capital income and inequality:

Capital income has always been highly concentrated and so changes that increase the im-
portance of capital income in household income have a disequalising influence. Capital
income is a source of income whose contribution to overall income inequality has risen
dramatically over the 1990s. This is because the number of households receiving large
amounts of capital income from property, share income and capital gains has risen. A no-
table example is the increased personal ownership of equities, especially during the latter
part of the 1990s. During the 1990s there has been the substantial shift of wealth for the
stock market. The share of capital income in total income has risen from 6.6 per cent in
1990 to 17.5 per cent in 1999. For those not in work (group U) the share has risen from
13.6 per cent in 1990 to 16.4 per cent in 1999. The reason can be found from the corres-
ponding figures for pensioners; 14 per cent in 1990 and 22 per cent in 1999 (see Table
5). This has meant that capital income has become increasingly positively correlated with
total disposable household income; it is high income households in which the receipt of
large amounts of capital is concentrated. Hence, as can be seen in Tables 5 and 7 the im-
pact of capital income as contributor to overall inequality has been increased. In 1990
only 19 per cent of the income inequality of the total net income is attributed to incomes
from this source while in 1998 that figure is 90 per cent and in 1999 108 per cent. The
dominant contributor to overall inequality in Finland during 1990-1997 was earnings.

Since 1998 capital income has been the number one.*®

Table 7 Capital income and inequality

Year 1990 Year 1993 Year 1998 Year 1999
E U Total E U Total E U Total E U Total
100*S, 20.1 294 19.0| 459 56.2 46.4| 74.4| 1178 90.1|108.7 115.1 108.1
CVk2 13.88 2.352 8.85|8.671 4.337 6.937 | 16.89 | 40.28 24.98 | 43.88 28.69 39.70

mk/m 0.051 0.136 0.066 | 0.107 0.163 0.123| 0.137| 0.192 0.151| 0.164 0.208 0.175

M 0.401 0.597 0.389| 0.663 0.782 0.674| 0.782| 0.924 0.831| 0.887 0.926 0.887
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The contribution of entrepreneurs to income inequality rose markedly during the 1990s
(see Table 5). This is simply because capital income has become a more important income
source for this group. The factor share of capital income for this group has risen from
10.1 per cent in 1990 to 48.2 per cent in 1999. At the same time capital income of entre-
preneurs has become more unequally distributed amongst this group and has also steadily
become more positively correlated with total income over the period. These three factors
together explain the disequalising effect of capital income for this group. The 1993 tax
reform, so-called dual income tax system, is undoubtedly one of the key factors responsi-
ble for this trend. This view is supported by the fact that the share of entrepreneurial in-
come indicates a declining trend over the period. The dual income tax system requires a
splitting of the income of the self-employed and the income of active owners of firms into
a labour income component and a capital income component. Since the two components
cannot be observed directly, this splitting gives rise to a number of practical problems. On
the other hand, the dual income tax system creates new room for tax avoidance through
the transformation of labour income subject to high marginal rates into capital income
subject to low marginal rates. In fact critics of the dual income tax system warned of this

kind of distributional consequences.

Social security and taxes and inequality:

The main source of income for those not in work is in fact social security. Therefore, it is
important to know the redistributive impact of transfers during the 1990s. Table 8 shows
that the proportional contribution of social security income to the squared coefficient of
variation first rose (in 1993 8.8 per cent) and then came down (in 1999 2.6 per cent). It
is hardly surprising, as Table 8 shows, that the majority of social security income is paid to

those not in work.

13 Results for the lacking years are available from the authors.
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Table 8 Social security

Year 1990 Year 1993 Year 1998 Year 1999
E U Total E U Total E U Total E U Total
100* S, 1.2 89.3 0.5 05 77.0 88| -11 226 2.8 1.9 252 2.6
CVk2 1.498 0.295 1.584|0.918 0.284 1.001| 1.002 0.279 1.145| 1.721 0.290 1.314
m, /m 0.141 0.903 0.271| 0.205 0.917 0.401| 0.169 0.915 0.357| 0.159 0.908 0.337
r. 0.026 0.772 0.006 | 0.011 0.747 0.103| -0.04 0.446 0.050| 0.083 0.461 0.061

The proportional contribution of income taxes and social security contributions to overall

inequality was -69 per cent in 1990 and -44 per cent in 1999 (see Table 9). Hence the

contribution of taxes and transfers in alleviating income inequality declined during the

1990s in Finland.

Table 9 Income taxes and social security contributions
Year 1990 Year 1993 Year 1998 Year 1999
E U Total E U Total E U Total E U Total
100* S, -71.2 -43.8 -68.9|-62.2 -47.2 -60.0|-57.8 -47.0 -54.7|-42.9 -36.6 -43.6
CV2 0.742 1.941 0.945| 0.8 1.642 1.034|0.869 4.559 1.35|1.706 3.843 2.142
m,/m -0.37 -0.17 -0.34|-0.37 -0.22 -0.33|-0.42 -0.23 -0.37|-0.41 -0.22 -0.36
M -0.85 -0.78 -0.85|-0.86 -0.80 -0.85|-0.89 -0.93 -0.89|-0.90 -0.95 -0.91
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5 CONCLUSIONS

In this study income inequality in Finland was investigated using a decomposition analysis
by income group and income source. We have offered some explanations for the recent
trends or episodes in income inequality, focusing on changes in employment status, dif-
ferent sources of incomes and the redistributive role of the government budget. Several
conclusions can be drawn from the results. Total inequality rose significantly during the
latter part of the 1990s. The clear conclusion of decompositions is that variations within
groups were far more important in accounting for total inequality than variations between
groups. As a general pattern inequality rose proportionately more within those socio-
economic groups with growing capital income shares. In particular among entrepreneurs
this share grew most significantly during the 1990s. The results show that capital income
although it appears to represent only 17.5 per cent of the total equivalent household in-
come makes by far the most significant proportional contribution to overall inequality.
The 1993 tax reform, a so-called dual income tax system, is undoubtedly one of key fac-
tors responsible for this trend. Rising unemployment in the early 1990s, perhaps surp-
risingly, did not increase income inequality. More importantly, the number of the unem-
ployed below the poverty line (50 per cent of national average income) has risen from
1994. Since 1991 there was a declining trend in the average real disposable income of
unemployed households. This is without doubt due to those policy measures cutting the
redistributive impact of transfers, which have led inequality of disposable income to inc-

rease more than that of factor income.

The interpretation of our results raises several issues such as the incidence of taxation,
life-cycle considerations, the valuation of public spending of goods and services etc. But,
taken at face value, our results suggest that the government budget has ceased to offset
the rising inequality of factor income and that the increase in inequality during the latter

part of the 1990s was attributable to reduced redistributive efforts of the government.

What might be an explanation of this evolution of redistribution policy in Finland during
the 1990s? An analytical framework for thinking through redistribution policy is put for-
ward by James Mirrlees in his Nobel Prize winning paper (Mirrlees, 1971). Three ele-
ments of the Mirrlees model are useful for our purposes. First is the concept of inherent

inequality (factor income inequality) reflecting among others skilled/unskilled wage dif-
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ferentials, asset inequality and social norms. Second is the egalitarian objectives of the go-
vernment. Third is the level of incentive and disincentive effects. In other words the re-
distribution policy is the product of circumstances and objectives. Kanbur-Tuomala
(1994) show that when inherent inequality increases the optimum income tax system be-
comes more progressive, taxing the better off at higher rates to support the less well off.
Thus, one of the policy responses in rise of inherent inequality should be a greater willing-
ness to redistribute through the tax and transfer system. Or is it so that the redistribu-

tional objectives of our politicians have become less egalitarian during the 1990s?
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APPENDIX

Table A1 The share (in percentages) of income from different sources in total
disposable household income 1990-1999 (OECD-units)

Income

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Earned income

Labour income

Entrepreneurial income

Capital income

Factor income

Transfer received

National social security benefits
Occupational social security benefits®
Social benefits

Unemployment benefits

Other transfers received

Gross income

Transfers paid

Direct taxes

Other transfers paid
Disposable income

Transfers received outside
Transfers paid outside

99.7 93.0 89.1 80.2 815 84.6 851 847 858 853
87.7 826 79.0 718 718 747 765 757 77.1 76.9
120 104 101 84 97 99 86 90 87 84
66 84 88 123 121 113 123 138 151 174
106.3 101.4 97.9 924 93.7 959 97.4 985 100.8 102.7
27.1 30.0 36.6 40.1 419 414 403 37.7 357 33.7
70 70 75 74 72 70 66 60 56 51
125 13.1 146 156 162 17 174 16.8 16.2 15.8
47 55 68 66 83 81 73 70 6.8 63
13 28 58 80 81 73 69 6.1 50 44
16 16 20 25 21 20 21 19 21 21
133.4 131.4 134.5 132.6 135.5 137.3 137.7 136.2 136.5 136.4
-33.4 -31.4 -34.5 -32.6 -35.5 -37.3 -37.7 -36.2 -36.5 -36.4
-32.3 -30.3 -33.4 -30.0 -31.9 -32.5 -32.6 -30.9 -31.3 -31.2

-11 -11 -11 -26 -3.7 -47 -52 -53 -53 -53
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
04 04 04 04 04 04 05 05 05 05
-27 -26 -28 -35 -32 -33 -31 -29 -3.0 -28

! Unemployment benefits excluded

We have divided the population into two groups: those households where household head

is in work and those households where household head is not in work. From Table A2 we

can find that the non-working has increased its share from 21.1 in 1990 to 29.1 in 1999.

The reason for this is the rise of the unemployed households as we can see in the lower

part of the Table A2. We also perform further splitting by socio-economic status in both

groups.
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Table A2 Population shares of different groups

Population group 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Working activity

Group E 789 770 724 685 670 685 687 694 702 709
Group U 21.1 230 276 315 330 315 313 306 298 291
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Socio-economic status

Farmers 5.7 5.5 4.9 4.8 4.9 4.6 4.5 4.1 3.7 3.4
Entrepreneurs 7.4 7.4 6.8 6.6 6.3 6.4 6.3 7.0 7.3 7.1
White collars 16.2 161 154 150 151 153 158 155 16.6 17.8
Blue collars 195 203 201 199 185 188 19.1 191 183 191
Workers 30.1 278 251 223 222 233 231 237 243 235
Pensioners 184 179 187 19.8 202 206 209 210 20.7 204
Unemployed 0.6 2.3 5.0 8.0 8.7 7.5 6.8 5.9 5.4 5.1
Others 2.1 2.9 3.9 3.7 4.1 34 35 3.8 3.7 3.7
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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