Motivation: Why study inequality?

1) Inequality is a defining feature of Chile and all of
Latin America.

2) Reducing inequality is a major development goal
in the region.

3) You can’t assess the likely impacts of population
aging without understanding inequality.



Motivation: Why study inequality...
..using NTA?

1) NTA focuses on consumption inequality
rather than on income inequality.

2) NTA provides a complete picture of the role
of all economic institutions: labor markets,
financial markets, governments, and families.

3) NTA promotes dialogue between economists
and demographers.

4) NTA provides a unified framework to look at
both inequality and population aging.
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Methods

* Divide up population based on education of
household head and age of individual.

 Why use education of household head and not
education of individual?

 We use 5 years age groups rather than single
year.
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Consumption inequality:

High and persistent across age
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0-4 5-9 | 10-14 | 15-19 | 20-24 | 25-29 | 30-34 | 35-39 | 40-44 | 45-49 | 50-54 | 55-59 | 60-64 | 65-69 | 70-74 | 75+

= Noneor limited 0.33 | 057 | 0.70 | 0.64 | 067 | 0.73 | 0.64 | 059 | 0.58 | 0.66 | 0.65 | 0.71 | 0.69 | 0.65 | 0.67 | 0.68
= Completed Primary 0.36 | 0.60 | 0.70 | 0.70 | 0.76 | 0.82 | 0.70 | 0.61 | 0.67 | 0.76 | 0.79 | 0.84 | 0.87 | 0.76 | 0.83 | 1.16
- Completed Secondary| 0.51 | 0.83 | 091 | 099 | 1.26 | 1.27 | 1.14 | 1.07 | 1.03 | 1.09 | 1.14 | 1.23 | 1.28 | 1.22 | 1.19 | 141
—Completed University | 1.07 | 1.82 | 2.04 | 2.16 | 249 | 2.73 | 2.56 | 2.34 | 250 | 2.51 | 2.36 | 2.61 | 3.12 | 2.61 | 2.52 | 2.03
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Labor earnings
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0-4 5-9 | 10-14 | 15-19 | 20-24 | 25-29 | 30-34 | 35-39 | 40-44 | 45-49 | 50-54 | 55-59 | 60-64 | 65-69 | 70-74 | 75+
None or limited 0.00 0.00 0.00 0.12 0.62 0.81 0.78 0.77 0.71 0.64 0.63 0.50 0.39 0.21 0.11 0.04
Completed Primary 0.00 | 0.00 | 000 | 0.12 | 066 | 097 | 092 | 094 | 094 | 0.89 | 0.80 | 0.75 | 0.51 | 0.29 | 0.15 | 0.05
- Completed Secondary| 0.00 | 0.00 | 0.00 | 0.12 | 0.68 | 1.39 1.47 | 153 | 1.50 | 1.59 1.49 1.34 | 090 | 0.52 | 0.25 | 0.07
Completed University | 0.00 0.00 0.00 0.06 0.60 2.82 3.61 391 3.74 3.82 3.63 3.89 3.39 1.67 0.68 0.45
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Life Cycle Deficit:
Large variation across groups
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0-4 5-9 10-14  15-19 | 20-24 | 25-29  30-34 | 35-39  40-44 | 45-49 | 50-54 | 55-59 | 60-64 | 65-69 | 70-74 | 75+
== None or limited 0.33 0.57 0.70 0.52 0.05 | -0.09 | -0.15 | -0.18 | -0.13 | 0.01 0.02 0.21 0.30 0.45 0.56 0.64
Completed Primary 0.36 0.60 0.70 0.58 0.10 | -0.15 | -0.23 | -0.34 | -0.27 | -0.13 | -0.02 | 0.10 0.36 0.47 0.68 1.11
- Completed Secondary | 0.51 0.83 0.91 0.87 0.58 | -0.12 | -0.33 | -0.46 | -0.47 | -0.50 | -0.36 | -0.11 ]l 0.38 0.71 0.94 1.34
Completed University | 1.07 1.82 2.04 2.10 1.89 | -0.08 | -1.05 | -1.57 | -1.24 | -1.31 | -1.26 | -1.28 | -0.27 0.95 1.84 1.59
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Consumption Financed Very
Differently Among SES Groups
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Noneor Limited

Completed Primary

Completed Secondary

Completed University

W Consumption 0.64 0.72 1.05 2.28
M Labor Income 0.39 0.50 0.82 2.03
 Net Public Transfers 0.24 0.16 (0.03) (1.77)
m Net Private Flows 0.01 0.05 0.26 2.03

Consumption Inequality in Chile




How is consumption financed
among elderly?

3.00
w 2.50
=
o
c 2.00
 —
B
o 1.50
£
2
1.00
8
g. 0.50
-
a 0.00
=]
-
-% 0.50
5
)]
o
-1.00
-1.50
None or Limited Completed Primary Completed Secondary Completed University
¥ Consumption 0.68 0.95 131 238
W Labor Income 0.11 0.16 0.28 0.92
% Net Public Transfers 0.75 0.81 0.87 -1.20
¥ Net Private Flows -0.18 -0.02 0.16 2.66




How is consumption financed
among children?
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None or Limited Completed Primary Completed Secondary Completed University
¥ Consumption 0.67 0.72 1.04 217
¥ Labor Income 0.17 0.18 0.20 0.14
¥ Net Public Transfers 0.25 0.23 0.13 -0.27
¥ Net Private Flows 0.26 0.31 0.71 231




Why study inequality
in the context of aging?

Diversity within countries is as great as
the diversity between countries.

®







Robin Hood Index. Robin Hood Index for
Groups.

The proportion of
aggregate income which The proportion of

must be transferred aggregate income which
from rich to poor to must be transferred
reach perfect equality. from rich groups to

poor groups to reach
perfect equality
between groups.



“An ounce of prevention is worth a
pound of cure.” -- Benjamin Franklin

Robin Hood Index for Ben Franklin Index for
Groups. Groups.

The proportion of The proportion of
aggregate income which aggregate income which
must be transferred must be invested in
from rich groups to lower education groups
poor groups to reach to reach the
perfect equality educational investment
between groups. of the highest education

group.



6 ounces of prevention are worth a

pound of cure.

Percent of Aggregate Consumption
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education

spending per
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that of highest
SES group.

Robin Hood Index

Benjamin Franklin Index
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iGracies!

Future Work

1.Finish the paper.

2. Think about a micro-level NTA which would
preserve individual level data and
relationships between individuals.

3. We need a country or countries which shows

us what equality looks like.



