Absolute redistribution guides the topic – measure of redistribution should be groups
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Data on post-tax and pre-tax income shares for the B50, M40 and T10 groups is obtained from Piketty et al. (2018). To evaluate how redistributive public action is we subtract these series from one another so as to have a measure of how government intervention affects each of the groups. This is done in the spirit of Solt (2016), who defines the concept of absolute redistribution as the difference between market income inequality (pre-tax, pre-transfer) and net income inequality (post-tax, post-transfer), where income inequality is measured by the Gini coefficient. In our case, given that taxes and transfers have a different impact across groups, we distinguish different measures of redistribution. Two measures of positive redistribution (𝑃_𝑅𝐸𝐷𝐵50 and 𝑃_𝑅𝐸𝐷𝑀40) are defined as the post-tax income share of, respectively, the B50 and M40 groups, minus the corresponding pre-tax income shares.5 Then, a measure of negative redistribution (𝑁_𝑅𝐸𝐷𝑇10) is defined as the pre-tax income share of the T10 minus the corresponding post-tax income share. These two ways of defining redistribution will be useful in the interpretation of the empirical analysis.
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