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Questions addressed in Divided we && » Iﬂlll
lll

A
Stand OECD ! tI

1. How have inequalities » e
developedover the longterm B
up to the Great Recession?

2. What are the majomunderlying w
forcesbehind increases in wage [
gaps and income inequality? >

3. Whichpolicies are most
promising to counter increases
In iInequality?
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Huge country differences in levels of &&) lli
income inequality OECD Kt
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Source: OECD 201Divided we Stand\ote: TheGinicoefficient ranges from 0 (perfect equality) to 1 (perfect inequality). Gaps between poorest and richest

6/l?f:\re the ratio of average income of the bottom 10% to average income of the top 10%. Income refers to disposable incoetf@dpastsehold size.
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Income inequality increased in most ) F"l‘ I
OECD countries ... OECD ks
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Source: OECD 2011, Divided we Stand. Note: Incomes are net incomes of the working-age population.
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Rising inequality: the major strands of (g )) I: {I
explanations OECD I N

A Globalisation, brought by rapid trade & financial
Integration ;

A Skill-biased technological change;

A Institutional and regulatory reforms;

A Changes in employment patterns;

A Changes in household structures;

A Concentration of nonwage incomes (e.g. capital);
A Development at the very top (1% or 0.1%);

A Changes in tax and transfer systems.
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Causes and pathways for changes in income
Inequality (a partial and steprise approach)
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OECD evidence on main drivers of @ I I'
rising earnings inequality OECD Kk

A Technical progressas more beneficial for higbkilled Workers;

A A number of regulatory reforms aimed at promoting growth a
LINE RdzOU A DA G & X
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Inequality,

A Globalisatior(trade, FDI, financial liberalisation) had little imp:
on wage Inequality trendper sebut may put pressure on
policiesand institutional reforms;

A Increase in the supply educated workerg¢human capital)
offset much of the rise in inequality;
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Changes in working conditions and @»I I:
working hours OECD Rk
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Accounting for partimers and
selfemployed increases
earnings inequality

Hours worked decreased most
among lowwage workers

@ Full-time workers
® Full-time and part-time workers

. mFull-time and part-time workers and self-employed OECD (19) Canada
= 050
=]
O
(0]
£ 045
% |: 0 Total 0 Total
£ 040
®
o
S 035 | ® Bottom O Botiom
_5 quintile quintile
K — — — —N =
§ B Top . B Top
£ 025N ool NEEEEN | BN quintile quintile
0
0.20 | | | | | |

OECD-21  ltay ~ Germany Canada usa -1 -10 5 0 5 10-15 -10 5 0 5 10
Mid-2000s Percentage change in hours worked (mid-1980s to mid-2000s)

11/13



OECD evidence on main drivers of (g Ii {I
rising inequality (cont.) OECD v N

A Capital incomehas grown more unequal, but its
Impact on inequality remains moderate.

A Changesn household structuresj d3sortative
| AOE | C éHhHead&moushoftls) had a more
modest impact than often portrayed



Societal changes played a rather modes@}"} Iﬂ:! A
role in earnings inequality trends OECD ,!;I! I

Contributions to changes in househol@arnings inequality
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Source: OECD 2011, Divided we Stand.
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Redistribution through taxes and benefit§&: » Iﬂlll
reduces market inequality by a quarter OECD I
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Source: OECD 201Divided we Stand\ote: Data refer to the workingage population.
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