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I. Inequality of earnings among those in employment 
remains largely unchanged 

II. Inequality of earnings among all working-age 
individuals affected significantly by changes in 
employment 

III.Redistribution within households has increased 
relative to pre-crisis trend 

IV.Work-related social insurance has tended to 
exacerbate the rise in inequality while means-tested 
benefits have tended to mitigate it 

The Trends 



The LIS dataset 

• Data on 39 countries at 3 to 5-year intervals. 
• 10 countries have data for 2007 and 2010: 

Germany, Greece, Ireland, Italy, Luxembourg, 
Slovakia, Slovenia, Spain, UK, USA 

• Sample size in 2010 ranges from 3,924 households 
(Slovenia) to 75,188 households (United States). 

• Data on labor, capital and transfer income and sub-
components as well as income taxes paid 

• Income recorded at individual and household level. 
• Under-sampling or under-reporting of very low 

incomes very high incomes and certain sources of 
income 
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Some discrepancy with official data on employment 
performance but broadly comparable 

 

* Italy data is for 2008-2010 
Note: Working-age population is defined as 15-64 years. 
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Measuring inequality: the Gini index 

• Gini index = area G / area ABC 
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Inequality of earnings among those in 
employment remains largely unchanged… 

* Italy data is for 2008-2010 
Note: Pre-crisis trend is calculated over the 2000-2007 period. 
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 …but changes in employment had significant 
impact on earnings inequality among the working-

age population as a whole. 

* Italy data is for 2008-2010 
Note: Details of this decomposition can be found in the upcoming PIIE Policy Brief. 
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Redistribution within households has increased 
relative to pre-crisis trend… 
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* Italy data is for 2008-2010 
• Households assumed to share total income equally between members 

thereby reducing inequality in individuals’ incomes 
• Some countries saw significant increase relative to pre-crisis trend 

 



…related to labor market impact on earnings 
distribution within households. 
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* Italy data is for 2008-2010 

• Increasing average household size also important in Greece 
and Italy. In Ireland average household size has declined. 



Work-related and means-tested social programs 
differ in their contribution to changes in inequality 
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* Italy data is for 2008-2010 
Note: Sample restricted to households headed by a working-age individual. Other income includes 
earnings, income from capital, universal social transfers and private transfers.  



Contribution of work-related social insurance 
driven by pensions 
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* Italy data is for 2008-2010 

• May reflect early retirement decisions 



Contribution of means-tested transfers driven by 
unemployment assistance and maternity/child benefits 
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* Italy data is for 2008-2010 

 



Inequality seems to be significantly affected 
by labor market developments relative to 

pre-crisis trend 
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* Italy data is for 2008-2010 

 



Conclusions 

• Effect of Great Recession on earnings inequality 
among those in employment limited 

• Effect of falling employment on earnings 
inequality among all individuals of working-age 
significant 

• Reversal or slowing of pre-crisis trend of 
diminishing redistribution within households 

• Distribution of employment within households and 
household composition important 

• Work-related social insurance has tended to 
exacerbate the rise in inequality while means-
tested benefits have tended to mitigate it 
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