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Economic aspects -- United States. Excerpt: . . . th th 90 to the 10. As expected, moving from money income to
extended income ( that is, from row 1 to row 2 for each measure ) substantially reduces measured inequality.
Both the coefficient of variation and the Gini coefficient fall by about one-quarter regardless of whether the
OECD or the square root scale is used. The effect on the 50 10 and 90 10 ratios are also quite dramatic, with the
ratios falling by about one-third and one-half, respectively, under both scales. The effect on the 90 50 ratio is
somewhat smaller, with the ratio falling by about one-fifth under both scales. ( All of these differences are
statistically significant at the 1 percent level. ) The larger effects on the 50 10 and 90 10 ratios compared with the
90 50 ratio are not surprising, because we would expect household production to be a larger fraction of
extended income for those lower in the money income distribution. Relative inequality measures such as the
Gini coefficient will always fall if a positive constant is added to the income of all members of the population.
Jenkins and OLeary ( 1996 ) pointed out that inequality of extended income is positively related to the variance
of household production and the correlation between money income and household production. In our data,
this correlation ranges from-0. 10 to 0. 20 across extended income measures and equivalence scales. Using
specialist wages increases the correlation, while including secondary child care reduces...
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