ECOMNZTOR

Make Your Publications Visible.

Jedrzejczak, Alina

Article

A Service of

ﬂ I I I Leibniz-Informationszentrum
° Wirtschaft
o B Leibniz Information Centre
h for Economics

Regional income inequalities in Poland and Italy

Comparative Economic Research. Central and Eastern Europe

Provided in Cooperation with:
Institute of Economics, University of £6dz

Suggested Citation: Jedrzejczak, Alina (2015) : Regional income inequalities in Poland and Italy,
Comparative Economic Research. Central and Eastern Europe, ISSN 2082-6737, De Gruyter, Warsaw,

Vol. 18, Iss. 4, pp. 27-45,
https://doi.org/10.1515/cer-2015-0027

This Version is available at:
https://hdl.handle.net/10419/184369

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen

Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,

gelten abweichend von diesen Nutzungsbedingungen die in der dort

genannten Lizenz gewahrten Nutzungsrechte.

@ https://creati flicenses/by-nc-nd/4.0
WWW.ECOM5TOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1515/cer-2015-0027%0A
https://hdl.handle.net/10419/184369
https://creativecommons.org/licenses/by-nc-nd/4.0
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Comparative Economic Research, Volume 18, Number 4, 2015

10.1515/cer-2015-0027
DE gEEGNRUVTER :““‘“ IW"; Univegrsytot
M ropzka

ALINA J EDRZEJCZAK "

Regional Income Inequalities In Poland And Italy

Abstract

Reducing regional inequality was one of the keymaed promoting the
“harmonious development” within Europe envisionad the EEC Treaty of
1957. The pursuit of “economic, social and terrigdrcohesion” through ever
closer regional and national harmonisation was afg@claimed in the 2007
Lisbon Treaty, but deepening European integraticas mot always been
matched with convergence in living standards betwsagb-national regions.
The gap between poorer and richer areas increasgtihg the last economic
crisis even in some developed economies, and toenia discrepancy between
richer and poorer regions is likely to widen furthes government-spending cuts
disproportionately hurt less prosperous regions.

Regional inequalities can be measured in many wayle extent of
inequality may be mapped in terms of demograplrognme and wealth, labour
markets, and education and skills. The main objeatif this presentation is to
analyse regional inequalities in terms of househwidome distribution. The
empirical evidence comes from the GUS, Istat andkB# Italy databases and
has been analysed by means of inequality and powelices calculated at NUTS
1 and NUTS 2 levels. In order to work out the immggional and inter-
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regional contributions to the overall inequalitret Gini index decomposition has
been applied. While presenting similar levels obime concentration, Poland and
Italy turned out to follow different regional inegjity patterns.

Keywords:income inequality, poverty, inequality decompoaitio

1. Introduction

A poll by the BBC in February 2008 suggested thumatué two-thirds of the
population in 34 countries thought that “the ecoicotkevelopments of the last few
years” have not been shared fairly. The evidendaame distribution and poverty
gathered for OECD countries in the latter parthe first decade of the 2000s
confirms that there has been an significant iner@agcome inequality, which has
grown since at least the mid-1980s, and probabigesithe mid-1970s. This
widening gap has affected most (but not all) coestwith large increases recently
in Canada, Germany, Italy and Poland, for exaniple decreases in Mexico and
the United Kingdom. Within the last 25 years incamegualities measured by the
Gini index increased by almost 0.03 (s8eowing Unequal OECD 2008Divided
We Stand. Why Inequality Keeps Risi@§ECD 2011).Analysis conducted Be
Economistreveals that the gap between poorer and rich@nggncreased during
the last economic downturn in some developed ecwmoand the income gap
between richer and poorer areas is likely to wiflether as government-spending
cuts disproportionately hurt the less prosperoessaRegional Inequality The
Economist, March 102011). According to th&arki European Social Repdirom
2009, a study on the intolerance to income ineguatross countries confirmed
a markedly lower level of acceptance of inequatitthe post-socialist bloc than in
other European countries.

Nonetheless income inequality in Poland increasgdifecantly during
the process of transformation from a centrally-pkh to a market economy
- the Gini index went up by approximately 10 petage points. After the period
of rapid economic changes the rate of growth ofGhré index slowed down and
now we can observe only slight fluctuations, atwbthe level 0.34-0.35,
according to the Household Budget Survey (HBS),data 0.31 according to
EU-SILC. In Italy, after the post-war boom accompdnby extremely high
income concentration, there was a clear declirthérincome inequalities at the
end of the 1970s (the Gini index decreased fromewa of 0.39 in 1979 to 0.33
in 1990). In contrast, ten years later the Ginekdose dramatically and in 1995
exceeded 0.36. The decline corresponded with @g@fi economic expansion
characterised by liberal policies, whereas thedrapirease coincided with the



Regional Income Inequalities In ... 29

striking economic crisis, which nearly led the ctyrto bankruptcy. After 2008,
the beginning year of the current financial crisiggquality in Italy slightly
increased again to the level 0.35 in terms of thleier of the Gini coefficient.
These regularities seem to partially confirm thdéldweown Kuznets’ “inverted-
U” relationship between the level of developmerd anxtome inequality.

For Poland in the early stages of its economic ldpweent, increasing
inequality was probably a necessary consequencéutafe growth as the
transformation benefits were first concentrated ragnihie wealthiest segments of
the population. On the other hand, the Italian g{arfrom the 1980s was a good
illustration of the right side of the Kuznets curt¢pical for developed countries.
It is worth noting that the discussion on the passielationship between GDP
and the inequality level, which has been presetiéneconomic literature since
the mid- 1950s, has produced very inconclusive ltesMVe can find many
countries (e.g. the Czech Republic) where the poa# transformation was
connected with no substantial inequality growth,ilevifor many developed
countries the inequality first declined, then irased again after a tipping point
has been reached (e.g.: Italy in the 1990s). Dgariand Squire (1998, pp. 259-
287), using their famous panel data on income ialtyy did not find any
significant relationship between income inequadity the level of development,
even when country-effects were included into thalyais. Li, Squire and Zou
(1998, pp.26-43) found out that the Kuznets retetiop seems to work better in
cross-sectional than time-series analyses. Howsusre income inequality has
important implications for a country’s developmenite would rather look for
the level of income inequality (specific for eaabuntry) which is optimal from
the point of view of economic growth and social fawed (see: Sztaudynger,
Kumor 2007, pp. 117-132; Krajewska 2010, pp. 85118 concentrate on
inequality decomposition analysis.

Even when the data on GDP per capita and the dstntd household
income suggest that there are substantial diffe®mt regional income levels
across countries, little can be deduced from thisut differences within
countries and the relative number of people ineddht regions with income
below the poverty line, as defined at the natidenatl. At first glance, in the last
few years the income inequalities in Poland anty lteould seem to be the
same, as the overall Gini index values are veryil@imNevertheless, the
following questions arise: Did the process of gmyvinequalities over the last
few decades affect both these countries uniformrwWf?at can be concluded
about the discrepancies between regions? Is thenstat “inequality induces
poverty” relevant to both these countries?

The increasing amount of micro data available atrégional level (EU
-SILC, HBS etc.) makes it possible to examine igssie.
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2. Inequality versus poverty

Income inequality refers to the degree of inconfi@idinces among various
individuals or segments of a population. The Gidex is a well-known and
widely used synthetic inequality measure usuallgressed in terms of the area
under the Lorenz curve. In numerous works on incdisibution it is considered
the best synthetic measure of income inequalitycinis mainly due to its statistical
properties (see: Yitzhaki, Schechtman 2013 pp.)1iBhas also a clear economic
interpretation (e.g. as the average expected daiineopopulation) and thus has
been applied in various empirical studies and licpoesearch.

It is well known that high income inequality carvlaseveral undesirable
political and social consequences, such as powvanty the polarization of
particular economic groups. Although they are uUgyagérceived as similar and
are in fact highly related concepts, inequality @ogerty may not always come
together. One can imagine a strictly egalitariastritiution of incomes, where all
the income receivers are poor, or a highly dispes®pulation without poverty.
Setting aside these theoretical considerationse tisestrong empirical evidence
based on income data from many countries that rosfia strong positive
correlation between inequality and poverty. As asegjuence, the countries with
a more dispersed income distribution tend to haviglzer relative level of income
poverty, with only a few exceptions. According toetEurostat database, the
Pearson correlation coefficient between the Girdein and the “at-risk-of-
poverty” rate for the EU countries in 2011 was O0.8®wever, it is worth
mentioning that a few countries (including the EditStates and the United
Kingdom ) are traditionally characterized by relaly high income inequalities
accompanied by relatively small poverty rates. Tais be explained by the fact
that the concept of inequality and poverty aversieneloped under the social
welfare approach (see: Atkinson 1996, pp.15-28hakt been shown that at the
regional level the relationship between poverty amehuality can be twofold,
depending on the country (see eS$pgial Inclusion and Income Distribution in
the European UnignEuropean Commission Report, 2008). For some Earop
countries the correlation is positive (Belgium, @pdtaly) while for others
a negative relationship was observed (Czech Rapudbitance, Finland, Poland).

The Gini coefficient, estimated using data relatingincome for 2009
recorded by a survey on income and living condgidiu-SILC), directly
comparable at the European level, places Italyl@).at a level similar to Poland
(0.311) and slightly below Estonia (0.313), Greé@829) and Bulgaria (0.332).
EU countries are nevertheless characterised byidsoable differences. The
countries that display the most unequal distrilmgiare Lithuania (0.369), Latvia
(0.361), Spain (0.339) and Portugal (0.337). Atdpposite extreme, in Slovenia
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(0.238), Hungary and Sweden (both 0.241) and trexiCRepublic (0.249) the
inequality is significantly lower. The estimates wfgional characteristics of
income distribution in Poland and ltaly presentedai paper based on sample
micro data coming from Eu-SILC, Polish HBS and Bafklitaly Survey of
Income and Wealth. The basic results are contamédbles 1 and 2.

Among ltalian NUTS 2 regions (Table 2; Figs. 3 &)d Sicilia has the
lowest average annual income (22,575 euros, eqy. 2% percent lower than the
average ltalian figure). Furthermore, based omtléian income in this region
50 percent of households fall below 18,302 eurasypar (about 1,525 euros
per month). The autonomous province of Bolzano shidve highest average
annual household income (35,116), followed by EamiRomagna (33,827),
Lombardia (33,511) and Valle d’Aosta (32,730). At tsame time, the highest
income concentration is also observed in Sicilighvthe value of the index
standing at 0.343, and values above the averagmahvalue are also recorded
in Calabria and Campania. Conversely, a high degfemcome distribution
equality is observed in the autonomous provincedrehto and Bolzano, in
Veneto, Umbria and Friuli-Venezia Giulia (see:dtstvww.istat.it).

Table 1. Statistical characteristics of regional ineome distributions in Poland (NUTS 1,

NUTS 2)

REGIONS '?‘r\]/fé;gee Median income| ~ Gini Az)g\igr?;
GEOGRAPHICAL AREAS (in thds PLN) (in thds PLN) | coefficient rate (%)
NUTS 2
Dolnoslagskie 3.194 2.641 0.355 15.9
kujawsko—pomorskie 3.000 2.530 0.336 19.2
Lubelskie 2.779 2.260 0.367 30.7
Lubuskie 3.150 2.780 0.310 23.3
todzkie 2.936 2.459 0.352 17.8
matopolskie 3.152 2.700 0.328 17.7
Mazowieckie 3.866 3.033 0.385 15.0
opolskie 3.052 2.596 0.343 14.7
podkarpackie 2.727 2.366 0.334 24.1
podlaskie 3.115 2.516 0.384 134
pomorskie 3.383 2.830 0.350 15.1
$laskie 3.056 2.710 0.310 12.4
swigtokrzyskie 2.948 2.489 0.332 23.2
warminsko—mazurskie 2.901 2.429 0.358 15.1
wielkopolskie 3.341 2.750 0.358 17.6
Zachodniopomorskie 3.067 2.638 0.331 174
NUTS 1
Central 3.554 2.802 0.381 15.9
Southern 3.093 2.700 0.318 14.6
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Eastern 2.861 2.395 0.355 24.3
North-Western 3.227 2.723 0.342 185
South-Western 3.159 2.630 0.352 15.6
Northern 3.122 2.618 0.348 16.6

Source: author’s own calculations based on micta ftam the HBS 2009.

Table.1a. Correlation between regional characteristis of income distribution in Poland

Statistical characteristi¢c ~ Average income  Mediaoine Gini index Poverty rate
Average income 1

Median income 0.91459 1

Gini index 0.40153 0.01070 1

Poverty rate —0.50876 -0.56911 —0.08145 1

Source: Author’s own calculation based on Table 1.

Figure 1. Relatively poor households [in %] by regin NUTS 2 in 2009

At-risk-of-
-poverty rate (%)

[ Jwo14.0

[ ]14.1-160
[ 16.1-18.0
- 18.1 and more

Source: “Incomes and living conditions of the pa@igin in Poland” (Report of EU- SILC 2009),
GUS, Warszawa 2012.
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Figure 2. Gini inequality coefficient by region NUTS2 in 2009

Gini

coefficient
[ ]t00320
[ ]0.321-0340

I 0.341-0.360

- 0.361 and more

Mazowieckie

Podlaskie

Lubelskie

Source: author’s calculation based on micro data fthe HBS 2009.

Table 2. Statistical characteristics of regional iname distributions in Italy (NUTS 1 and

NUTS 2)

REGIONS Average | median || O
GEOGRAPHICAL AREAS (in euro) (in euro) coefficient | poverty
rate (%)

NUTS 2
Piemonte 2621 2145 0.301 5.3
Valle d'Aosta/Vallée d'Aoste 2728 2176 0.289 7.5

Lombardia 2793 2344 0.301 4.0
Liguria 2398 1977 0.283 6.9
Trentino-Alto Adige/Sudtirol 2813 2 464 0.263 7.6
Bolzano/Bozen 2926 2519 0.269 9.5
Trento 2710 2375 0.255 5.9
Veneto 2 568 2 306 0.257 53
Friuli-Venezia Giulia 2511 2073 0.271 5.6
Emilia-Romagna 2819 2244 0.301 45
Toscana 2575 2186 0.276 53
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Umbria 2474 2 060 0.271 4.9
Marche 2553 2203 0.274 8.5
Lazio 2 658 2181 0.312 6.6
Abruzzo 2 255 1915 0.274 14.3
Molise 2178 1757 0.307 16.0
Campania 2084 1743 0.329 23.2
Puglia 2193 1815 0.298 211
Basilicata 2077 1717 0.309 28.3
Calabria 2042 1659 0.324 26.0
Sicilia 1881 1525 0.343 27.0
Sardegna 2318 1914 0.277 185
NUTS 1

North-west 2701 2254 0.299 4.7
North-east 2 682 2 255 0.279 5.2
Centre 2 667 2173 0.292 6.3
Centre-north 2603 2224 0.293 5.3
South and Islands 2083 1717 0.319 23.0

Source: Istat, on the basis of the micro data fEdwrSILC 2009.

Table 2a. Correlation between regional characteristis of income distribution in Italy

Statistical characteristic  Average income Mediatoine Gini index PovertyRate
Average income 1

Median income 0.99112 1
Gini index -0.60330 -0.69892 1
Poverty rate —0.88619 -0.86181 0.63419 1

Source: author’s own calculation based on Table 2.

In Poland (Table 1; Figs. 1 and 2), the lowest ane@dicome was observed in
lubelskie where 50 percent of households fall below 2,268 Per month), while
the most affluent region wamazowieckigwith its highest values of both average
(3,866 PLN) and median income (3,033 PLN). Contrarythe Italian case,
maximum inequality was recorded not only in therpebbut also in the most
affluent regions. In particular, the Gini indeximstte was high not only in relatively
poor voivodships such gmdlaskie(0.384) andubelskie(0.367), but also in the
wealthy voivodship ofmazowieckig(0.385), where the highest Gini value was
recorded. This situation is quite untypical andlddoe the result of the rapid
economic growth in some regions (emazowieckie that took place in the
transformation period (see for example: Krajewske?2 pp. 85-116).
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Figure 3. Relative poor households by region in 2@0(percentage values)

<

Source: Istat: EU-SILC 2009.

Figure 4. Income distribution inequality by regionin 2009 (Gini coefficient on net household
income excluding imputed rent)

[ Fino a 0,270
[]0,271 - 0,290
10,291 - 0,310
30,311 e oltre

Source: Istat: EU-SILC 2009.
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Similarly to the differences between mean and nmediaomes, there are
wide variations in the proportion of the populatiah risk of poverty between
regions in both countries, measured in the conweatiway, i.e. as those with
equivalised income below 60% of the national (nathan the regional) median
(Tables 1 and 2; Figs. 2 and 4). In Poland, themegwith a high inequality level
contain a relatively low percentage of people tiMielow the poverty threshold and
the correlation between the Gini index and at-okgeverty rate is slightly negative
(Tables 1 and l1a). By contrast in Italy the poapviprces - Sicilia, Calabria,
Sardegna, Puglia, Campania and Basilicata — cathtaihighest proportions of poor
households (Tables 2 and 2a). It is worth ment@piat many Italian provinces
placed in the north of the country show a neglagibicidence of poverty, such as
Lombardia (where the at-risk-of-poverty rate isyodPs), followed by Emilia
Romagna (4.5%). In consequence, the correlatiomelset the poverty rate and the
Gini index is high and positive, taking the valli®®3.

3. Inequality decomposition

In the analysis of income inequality it may be valg to assign inequality
contributions to various income components (suchabsr income or property
income) or to various population subgroups assetiaith various socio-economic
characteristics of individuals (age, sex, occupatimmposition of their household,
ethnic groups, regions etc.). Such an approactbeamseful to help social policy
makers better understand the influence of variog®sgconomic determinants on
income levels and income inequality. When a couhtig been partitioned into
regions according to some criterion, one commonlicgiion of inequality
measurement is evaluation of the relationship batweequality in the whole
country and inequality in its constituent regiansprder to work out the intra- and
the inter-regional contributions to the overallgoality. The differences between
regions are often not as great as the disparitiddvihem. It is worth mentioning
that poor people in regions with a high mean incarmea wide income distribution
(high inequality) can have a lower living standtiran poor people in regions with
a lower mean income but more equal distribution.

The most widespread approach to the group decotiposif the Gini
index was given by Dagum (1997, pp. 515-531; Dag2008, pp. 131-160) and
is based on the concept of economic distance batdistributions and relative
economic affluence (REA). It takes into accountfaldnt variances and
asymmetries of income distributions in subpoputatiand makes an important
contribution to the understanding of the overlaggigrm.
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The Gini index of inequality is usually defined yeans of a geometric
formula since it can be expressed as double tteelzeveen the Lorenz curve
and the straight line called the line of equal shaiThe Gini index can also be
seen as a relative dispersion measure when exgréyseneans of the mean
difference A, a dispersion measure which is defined as theageeabsolute
difference between all possible pairs of incomeeolzions. This concept can
be called a statistical approach and was introdumedsini in 1912. It was
subsequently used by many authors to derive varidisi index
decompositions, but the most interesting and in&tive decomposition by
subpopulations was undoubtedly that proposed byubBad 997, pp. 515-531).
The starting point for this decomposition was thai Gdex formula based on
the Gini mean difference, extended to the case pbpulation divided into
k subpopulations (groups):

A n__n N, ~
Gzﬁ:zzlYl le 2n%Y Zzz |yji_yhr| 2n2y (1)

r=1 i=1 j=1 h=1 i=1r=1

The Gini index expressed in terms of the Gini maiffierence can also be
generalized for a two-population case, measurirghtween-populations (or
intra-groups) inequality. Thus the extended Girdex between groups and
h can be written as follows:

Ay,

Gu==—===—= ZZJ R N P A )

Y'Kz »'tl—"—

where: A, - mean difference modified for two income disttibus.

The Gini index for a population of economic unitartioned into
k subpopulations of size$ (j = 1,...,k), can be expressed as the weighted sum
of the extended Gini ratios (eq. 2) weighted by pheducts of thg-th group
population shargy and theh-th group income shars,. Using the symmetry
properties oGy, and A, the Gini index can be decomposed into two elements
thewithin G,, andgross-betweerGy, inequality:

k k j-1
G:Zij pJSj+Z Gjh(pjsh"' p15j)=Gw+ng (3
=1 i=2h=1
where: G, A _1y ily -y / n’ is the Gini index for the
! Zy] 2)_/] r=1i=1 ! ! ]

subpopulation) , ¥; - mean income in groupn- frequency in group
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The formula for Gg, given above suggests the possibility of further
decomposition of the Gini index by subgroups. Thetribution of gross
between-groups inequality can be divided into tefesate parts: the first one
consistent with the differences between the measmies and the remaining
part, called “transvariation'tr@nsvariaziong Such a decomposition enables
to analyse and to interpret income inequality population partitioned into
subpopulations more precisely. Finally, the totali @Gtio of a population of
sizen divided intok subpopulations can be decomposed as follows:

G=G,+G,+G

Gy — the contribution ofvithin-groups inequalityto the Gini index (see; eq. 3),

Gy — the contribution ohet between-groups inequality the Gini index, which
can be given by the following formula:

k j-1
G,=22Gn(ps+ RS O, @)

j=2h=1

G; — the contribution of ttansvariationi’ to the Gini index which can be
written as:

k j-1

G =2

j=2

Gih( RS + RS )(1_ Djh) (5)

1

where:Dj,— “economic distance” ratio (Dagum, 1980, pp. 11803).

The basis for the inequality decomposition preseiighis paper was the
micro data coming from the Household Budget Sui\¢$S) conducted by the
Central Statistical Office of Poland (GUS) in 200%e data obtained from the
HBS allow for the detailed analysis of the livingnditions in Poland, being the
basic source of information on the revenues an@mdifure of the population.
In 2009 the randomly selected sample covered 37, BOuseholds, i.e.
approximately 0.3% of the total number of housefolthe adopted sampling
scheme was a geographically stratified and twoestage, with different
selection probabilities at the first stage. Thenestion of inequality measures
and their components incorporated “survey weightSed on inverse inclusion
probabilities calculated for each household. Ineortb maintain the relation
between the structure of the surveyed populatich thie socio-demographic
structure of the total population, the data obthifrem HBS were weighted
with the structure of households by number of pessand class of locality,
coming from Population and Housing Census 2002.
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The inequality analysis (Table 3) was carried dtgralividing the overall
sample by NUTS 1 regions, constructed accordinyedeurostat classification.
The variable of interest was a household's avalabtome, which can be
considered as the basic characteristic of its enancondition. It is defined as
the sum of households’ current incomes from varieosrces, reduced by
prepayments on personal income taxes made on hefhalfax payer by a tax-
remitter (this is the case of income derived froimedh work, social security
benefits, and other social benefits); by tax oroine from property; taxes paid
by self-employed persons (including professionald mdividual farmers), and
by social security and health insurance premiumsirdilar calculation for Italy
has been conducted by Costa (2009, pp. 229-241)ebasis of the database:
Survey of Income and Wealth, Bank of Italy (Tab)e 4

The decomposition of the Gini index presented ihld®3 and 4 takes into
account the splitting up into several NUTS 1 adstiative regions, separately for
Poland and Italy.The results of the calculatiomsassist in answering the questions:
To what extent do particular regions contributeh® overall income inequality?
What is the contribution of inter-regional diffeceis? Do the NUTS1 regions in
both countries constitute separate or overlappiogs?

Table 3. Inequality decomposition in Poland by NUTS tegions

Measure Region of Poland Total
Centrall Southern Easterr] N-Western| S-Westerr] Northern
Mean income [1000z[] 3.554 3.093 2.861 3.227 3.159 3.122 | 3.18¢
Population sharp; 0.218| 0.208 | 0.168 0.154 0.107 0.145 1
Income shars; 0.243 0.202 0.151 0.156 0.106| 0.142 1
Gini indexG; 0.381| 0.318| 0.355 0.342 0.352 0.340.352
Within-groups term (D) | 0.020 | 0.013 | 0.009 0.008 0.004 0.007 [0.062
Between-groups term (D) 0.042
Overlapping term (Gini transvariation) (D) 0.248

Source: author’'s own calculations based on the HB8&, €iGUS 2009.
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Table 4. Inequality decomposition in Italy by NUTS 1Iregions

Region of Italy
Measure Total
North Center South
Mean incomey; [euro] 2781 2748 1788 2456

Population sharp; 0.477 0.203 0.320 1

Income sharg 0.540 0.227 0.233 1
Gini indexG; 0.337 0.323 0.348 | 0.353
Within-groups term (D) 0.087 0.015 0.026 0.128
Between-groups term (D) 0.157
Overlapping term (Gini transvariation) (D) 0.068

Source: Costa (2009, pp.229-241), based on: Suiviexcome and Wealth, Bank of Italy, 2004.

Figure 5. Inequality decomposition by regions in Pland and ltaly

100 = Overlapping
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Source: author’s calculations based on Tables 3tand
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Figure 5. Shares [in %] of inequality components irPoland and Italy
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Source: author’s calculations based on Tables 3tand

The within-group component reflects the inner ppéion of different
groups of households: households of self-employediseholds of employees
(managers, office workers, blue-collar workers,oethieachers etc.); households
of not employed (retirees and pensioners); houdshof other not employed
(mainly unemployed); and households of farmersonme polarization within
regions gives rise to remarkable differentialsviarage income between managers
and blue-collar workers within the group of empleyebetween entrepreneurs
and the others within the group of self-employedd detween retirees and
pensioners. In Poland the within-group contribut@verall income inequality is
rather small and equals 17.6%, in contrast to,lighere the discrepancies within
regions account for 36.2% of all income differendescording to formula (3), the
contributions of within-group components dependtloe Gini index among the
households of each group, and on income and papulghares of the group in
relation to the total population of households. &ese of the very small income
and population shares, the income disparities ansmgller regions South-
westernin Poland and Central in Italy) weigh only slightig the total inequality.
The region with the highest share (6%) in the di/€ini index in Poland is
definitely the Central region, presenting the highest values of the @idiex
(0.381) as well as of income and population shamdgaly, the inequalities within
the most affluentNorth region contribute 25% to the total Gini index, whic
reflects similar regularities, except for the faleat the Gini index for Italian
Northernprovinces is rather intermediate (0.337).
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Turning to the inequality between regions (eq.tdg, net between-group
component of the Gini index contributes only 11.9¥the overall income
inequality in Poland, while the “transvariation”roponent (eq5), describing
the overlapping of the subpopulations, accountsHeremaining 70.5 % of this
measure (Table 3; Figs.: 5, 6). Thus, the reasamsiricome differences
mentioned above are located mainly within regiavtsich are relatively similar
to each other. Nevertheless the discrepancies batregions of Poland (mainly
between western and eastern ones) are signifisaith can be easily noticed in
Figures 1 and 2, but slightly underestimated duehto negative correlation
between the Gini indices and the mean incomes.

In Italy the situation is quite opposite - the maomponent of the overall
income inequality is the between-region one, whichounts for 44.5% of all
income differences, leaving the “transvariationfimequite small 19.3% (Table
4; Figs.: 5, 6). This is because of huge disparitietween the North and South,
which began in the 1980’s as a consequence ofebend oil crisis, and even
increased both during the economic crisis of 198Pthe crisis of 2008.

The empirical evidence demonstrates that the patéserved for the
Italian case persists at the local level, with$oeithern regions more affected by
the national economic condition than the rest efadbuntry. The regional income
disparities in Poland are rather small: the betwegions inequality is only 1/10
of the total Gini. The substantial contributiontznsvariation is evidence of the
notable overlapping of income distributions for N&llTregions. In analyzing the
problem more thoroughly one can observe differenbesveen the basic
statistical characteristics of regions (mean andiameincomes) measuring the
relative economic affluence of one region with extpto another (Table 1). It
can be easily noticed that only t@entral region is significantly more affluent
than the others. As a result, the transvariatiompmnent is dominated mainly
by the overlap between the distributions of tBentral region and the other
regions. The highest distance between the mean®bsesved for th€entral
and Easternregions. The Gini ratios and means within regidosnot differ
significantly, so the contributions of particulaubpopulations to overall
inequality are determined mainly by their sizes.

It is worth mentioning that the main source of imeoinequality in Poland
are wages and salaries, which have the biggeseimte on the overall inequality
measurement. The contribution of this factor totttal Gini index is about 60%.
In contrast to wages and salaries, the contributibnther income components
which are negatively correlated with the total imep such as pensions and social
benefits, can be negative, and income increasésnviliese income sources can
reduce overall inequality. Such a situation waseplel in Poland ¢dlrzejczak,
2010, pp. 109-123), and is partially connected whthdefective system of social
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assistance and social transfers (Aksman, 2008;G)pMoreover, a large share of
pensioners can paradoxically reduce the Gini indalue as this income
component makes a substantial contribution to thal thousehold income in
Poland (about 30%), and presents a relatively dmadl of inner concentration.

4. Conclusions

The empirical evidence presented in this paperlesdhe detailed analysis
of income distributions in Poland and Italy. In tgadar, the household income
disparities have been verified from the point efwiof inequality decomposition by
region. Moreover, the relationship between poventyl inequality in regional
distributions has been considered in order to ckeniae national inequality
patterns. The analysis, based on the Dagum groopngmsition of the Gini
inequality coefficient, helped to formulate sevexahclusions.

* Income inequality in Poland and Italy followed dint patterns across regions.

« In ltaly the poorest regions are usually also thegth the highest income
inequality, as measured by the Gini index.

 Contrary to the Italian case, maximum inequality?oland was recorded not
only in the poorest but also in the most affluergions.

* In Poland the regions with a high inequality legehtain a relatively low
percentage of people living below the poverty thotd, and the correlation
between the Gini index and at-risk-of poverty iatslightly negative.

» By contrast, the correlation between the povertg emd the Gini index in
Italy is high and positive.

* In Italy the basic contribution to the overall ino® inequality is due to inter-
regional discrepancies which account for almodtdfalll income differences.

* In Poland, the reasons for major income differenaes located mainly
within regions, which are relatively similar to éaather.

These results can be helpful for social policy-maki@ making policy
decisions concerning the reduction of income inétyuand poverty (which may
not always go hand-in-hand). One should be conscioowever, that the more
the income distribution varies between regions,dgreater is the risk to social
cohesion, even if inequalities at the national llewe kept within bounds.
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Streszczenie

ROZKEAD NIEROWNO SCI WEDLUG REGIONOW W POLSCE
| WE WLOSZECH

Redukcja rénic miedzy regionami Europy byla gtdwnym celem polityki
“zréwnowazonego rozwoju”, ktorej zalenia znalazly sijuz w tzw. Traktatach Rzymskich
(1957). Postpujgcy proces integracji europejskiej tworzyt wecinowe instrumenty
i inicjatywy (tzw. mechanizmy solidago)), wyrazajgce dizenie do niwelowania
ekonomicznej i spotecznej nierbwnowagidry regionami. Okazatogsjednak,ze ré&nice
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migdzy regionami biednymi i bogatymi w wielu krajaclcale s¢ nie zmniejszaj
a spowolnienie gospodarcze spowodowato odwrécepzytpwnych tendencji nawet
w krajach relatywnie najbardziej rozwatych.

R&nice medzy regionami (NUTS -Nomenclature of Territorial itdrfor Statistics)
mana mierzy z punktu widzenia rozwoju demograficznego, pozidmehodow i zaniocsci,
sytuacji na rynku pracy, edukacji itp. Glownym oelprezentacji jest analiza poréwnawcza
roznic regionalnych w Polsce i we Wioszech, dmopod uwag rozktady dochodéw
gospodarstw domowych.Parametry tych rozkltadéw, szezegdlntti miary nieréwndci
i ubGstwa, oszacowane zostaly dla jednostek témjtigch na poziomie NUTS 1 i NUTS 2
na podstawie danych pochagdych z bada reprezentacyjnych prowadzonych przez GUS,
Istat oraz Bank of Italy. Przeprowadzono rpste analiz wptywu r&nic migdzy regionami
oraz r&nic wewnmtrz regionbw na catkowjt nierbwnomierné’ rozkladu dochoddéw
w kazdym z analizowanych krajow, wykorzygtuglo tego celu dekompozyeyspétczynnika
Giniego wedtug podpopulacji. Pozwolito to na wyleydstotnych rénic w rozkiadzie
nieréwnaci dochodowych w Polsce i we Wioszech, miméaoriglgo poziomu wspdétczynnika
Giniego.

Stowa kluczowenieréwndg¢ dochodu, ubdstwo, rozktad nieréwob



