1. MEASURING INEQUALITY



Properties (axioms) of inequality metrics

y = vector of indicators to be analyzed, y =(y4,..-, Vir---» ¥,)
I(y) = an inequality measure

 Anonymity (symmetry):
if y* is a permutation of y, then I(y*) = I(y)
« Scaleinvariance:
I(Ly) = I(y)
« Translation invariance:
if y* =(y,+6,..., y;+6,..., y,+0), then I(y*) = I(y)
 Population independence:
if y* = y®y®...®y, then I(y*) = I(y)
« Transfer principle:

if y* =(yq,..., ¥;+0,..., ¥, —90,...,y,) and y;+6 < y, -0, then I(y*) < I(y)
« Decomposability

ity =y ®Y)®...0¥ ), then I(y) = y ) + (¥ ) +-- -+ (Ym)



INEQUALITY INDICATORS
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Generalized entropy index: GE(a) =, (N ; ~1)
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Atkinson index: A(g) = 1—(Zy1 &yl/(1-¢) ,e#1
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