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Income inequality data, like all data, must be “fit for purpose,” that is, they must provide a valid measure of the theorized concept (Atkinson and Brandolini, 2009:399). The SWIID’s estimates of disposable-income inequality, as the distribution of money after all direct taxes and government transfers—as the distribution of money actually in people’s pockets—across the entire population, will be most appropriate for most researchers. Researchers should take particular care not to interpret the SWIID estimates of market-income inequality, the distribution of income before taxes and transfers are taken into account, as the level of “pre-government” inequality. A wide range of nonredistributive government policies, from minimum-wage regulations to public education and jobtraining programs, also shape the income distribution (see, e.g., Morgan and Kelly, 2013). Further, households’ decisions regarding savings, employment, and retirement, decisions powerfully shaped by redistributive policy, in turn, shape market-income inequality: in the presence of robust public pension programs, for example, many households save little for retirement, most elderly households will be without market income, and market-income inequality will be higher relative to places with less comprehensive public pensions (see, e.g., Jesuit and Mahler, 2010). The fact that redistributive policies affect market-income inequality in these ways, moreover, means that the SWIID’s measures of absolute and relative redistribution do not correspond well to the broader concept of “the effect of government on inequality.” Morgan and Kelly (2013) present a good example of how marketincome inequality, absolute redistribution, and disposable-income inequality can be used in tandem to investigate how governments affect income inequality through both market conditioning and redistribution.
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