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ABSTRACT : , . .
L To analyzé income inequality in 32 nations, the
. reseatch tested hypotheses based. upon eight socioeccnomic variables.
The first seven variables, oftem tested if inccme research, were:
_ political participatioq, inddstrial development, population growth,
educational level, inflation rate, economic growth, apd technological .
° complexity. The eighth variable, degree of socialism,-had not been
considered by previous major models of incomé inequality. It vas
hypothesized- that less income inequality would exist in ccuntries,
with higher levels of political participation, education, econdmic
growth, and technological complexity; msedian levels of GNP per
capita; lower levels of inflation; and a socialist econoamy. ‘Data were

from the "Onited Nations Statistical Yearbook, 1973." Data’ were
analyzed in three phases. The first phase considered the relationship
of the fitst seven variables to income inequality. The second phase
‘identified the effect Qf industrialization on income inequality. Only
those mations with a level of developament below 'the threshcld whére
inequality increases despite high "levels of industrialization were
included in. the analysis. The third phase entered the type of
economic system (capitalist or socialist) into th regression
analysis. Findings fndicated that the first sever variables explained
»59% of the variance in equality. The eighth variable, socialiss,
increased the explanatory power of the model to 71X. The conclusion

. is that future reésearch on income ‘inequality must consider deggee of

«/> socialism as a major vatiable. (Author/DB) .
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’ ) The scientiffc study of: income inequality has "oome of age" * :
in the last décade. . Up 'to the mld 1960°s the field of soctal strati-
fication was largely concerned with the. speculative and rather
philosophic debate over' the Davis-and Moore (1945) functional

' theory of stratifioation. The publication of Cutright 3”11962)

empirical testvof Lenski's theory of stratification. ushered in

a renaissance of empirical investigation of stratification theory,

p
.
" - 4

\ .Symbolfzed by the contributionSof Parkin (1971), AYelman and ° | 3
Morris (1973), Jackman' (l974). (l975), and Rubinson (1976), to. o
name ondy 4 few. .

Many measures of political and economic factors have been
|  found to have & significant bearing on the degree of income inequ-
ality in society.l ' ' '

The present paper will combine the sdlient.features of the
existing magjor models of income inequality and add several negle-
“cted variables to the analysis. Past models of income inequality
have been built largely on Lenski's (1966) theoretiear framewdrk.
They have emphaSized the categorits of the distribution of political
power, surplus size)and technological level: I will include
these categories in my model,but I will also add three others.,
First, the rate of . inflation»vill be added in accordance with the
theory of Galbraith (19583264) " Second, I will add the- rate of

\ population growth. which was, an important variable in Lenski's *
* theoretical framework but has: never ‘been tested in the’ lf!brature'
Third, I will inc¢lude the level of‘gducation as an index of the -
supply of trained manpower. The model will be tested with data
from 32»nations« o s . . T e

Ve

,A.. THE DEPENDENT yARIABLn. In measuring inequality in the ’
diStribution of ingome one first must choose between at least two .
alternate units of . distributions the household or individial unit
and the sectoral unit. In the former income {s distributed to. .
households or individuals. rt.he latter , income is distributed ) o
to selected'sectors of the\economy (agriculture. manufaeturing.

;mining. and so on). There has been some debate over the meaning-
fulness of the sectoral Operationalization of income inequality- ;r
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15rite‘rs such as Rubinson—<1967:1647), and Husbands and Mdney (197.0)
have questioned its validity. Measurlng -income Enequallty on the o>
basis of dlvidlng ‘the value of the output-of an industrial sector ‘t>,
by the number of workers is conceptlonally unsound since the.
‘numerasor includes categories of“income wuch as proflt that do
not go to the worker. Also, using sectoral 1ncome\as one s measure
assumes equal distribution of income to all workeré 1n that sector.
Husbands and Money, using-data, ‘for eight nations 'showed ‘that the
re1at10nsh1p between the two measures of 1nequa11ty was not statis-~
tically significant at the +05 level. , .
This is more than just a side issue because several .majér works
use the sectoral measure.of ‘inequality (Cutright, 1967; Jackman, 1974,
1975) “ If the, crltlcs are right that sectoral income is.an unreliable-
, predictor of personal income distribution, then this would 1nya11date ‘
several of the' W1de1y regarded studies in the fLeld. M
“The proponents of the sectoral measure argue that the1r measure
of income 1nequa11ty is a good and even an"1ngenlous" subst1tue measure
of inequality given a. shortage o% comparable cross national data om»
:household incomes. (Jackman, 19744-1975; Cutright, 1970; Auznets, 1963)
Furthermore, they make reference tg Kuzntg " f&ndlng that the index )
of inequality baséd on sectoral income and the index- based on household
income data from the 48 American States. are’ highly correlated (r= :82.)
We might be tempted to conclude that while thefe may be a’strong
'relatlonshlp between sectoral and household iincome inequallty for the
48 states, re .82 p <. OS)olt appears as though the use“of the
sectoral measure is a re1at1vely poor predictor of household‘income
. 1nequa11ty in cross national research whére the relatlonshlp between
the two isﬂnonslgniflcant(Husbands and Money,  1970.)

-

Comparable data for 18 nations, however, yield a better correlation

between the household income 1nedha11ty meansure and sectoral income
,inequallty measure (r- «718, ugrbght. 1967; r= -.6§5 Jackman, 1975).
The correlation matrix.is ngen in Table 1. Hence, the Husbands and
Mongy's (1970) criticism may have been a bit primature. If we look
-at 18 nations 1nstead “of Juat' 8, the correlatlons improve and become
significant. - ) ‘

*




Nevertheless; on the grounds of conceptual qccuracy. despite.
these significant correlationf the present paper'will follow the
tradition of Rubihson (1976), ~Adelman and Morris (1973), and
Paukert (1973) and 'use household income. not sectopal income, as
the unit of- distribution. However..given the above correlation. it
appears as though Cutright (1967, 19703 and Kuznets (1963) were
correct in arguing that intersectoral inequality is a good measure
- of household income inequality. ' b '

The data on income inequality was ’:btained over a period of
a year, from direct communication with the .economic: statistics
- divisions oflhgtional statistical bureaus, sand from secondary
sources such as statistical handbooxs. Ihe data refers to pne
tax household income for circa 1970. ‘o

The measure of income inequality is ‘the.well known Gini
index. The Gini index of income inequality varies from 0 to 1,
with 1 meaning total inequality and 0 meaning no inequality at
. all, The Gini index 1s§§n equal ‘interval scale so: that a score
of 400 represents twice as much inequality as a score of 200.

!
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B: THE INDEPENDENT VARIABLES - . L R
‘ LN W ) [
1: POLITICAL DEMO“RA Y. The degﬁee of p011t1ca1 democracy -
‘has long since been a major variable in theoretlcal ‘works on the . ¢

d&termlnants of income inequality (Kuznets, 1963; Lenskl. 1966
thrlght, 19675 etc).* It has been arguéd that elementary Politlcal
-democracy and‘-more’importantly, an 1ntens1fxcatlon of pOlltlcal
democracy through the establlshment of’ such 1nst1tutlons as a 1abor }.
' party, proportional representatlon, and the greater political
participation of the masses glves the:many the necessary powers -
to combine againgt the few in the former' s attempts to }edistrlbute
‘income. To the extent that the common people .have state powery
they can use it to 1ncrease their share of .the income through such
means as 1ncreas1ng the size of government revenue as a,percent
“of the ‘GN.P. . Th1s can entail the providing of more government
jobs, ¢ government subsidized jQbs through the pract1ce of
govern::Rt S granting contracts.to production and service industries

ar
»

inxthe private sectdr.’ The next result.is less unemployment .result-~ -

ing in less’ 1nequality. In addltlon, the “common people can encroach
on the wealth-and infome of the affluent through the-establishment

-

and intensification of'orogreSS1ve income taxes, 1nher1tance taxes, cash a

transfer programs, welfare programs, and'social security progr?ms.

’* While all.this seems to make a- Br tfdeal of sense in the
world of logic,"'it is not at all clear/ that it corresponds\to ‘ .
‘act&al reality. - The research ev1denqé 18 VEry mixed. The findings_
of’ Parkin (1971) for about a-dozen European nations indicate -

~~ that the 1eve18 of income 1nequalizy in the supposedly 1ntense1y

Y

o capitalist system to a commu

democratized ScaﬁdaV1an natlons (eg. Sweden, Norway, Denmark) ;'

are similar to natlons lowep” in pbllthal "democratization or nations

not hdving experience prolongeg’rule by a labor party (eg, Austria.

France, West Germary ). ‘Parkf.::;l argues ‘that an effective re-

digtribution of, power . to the*@lderelass, in terms of effective
wér to redisgribute income manual workers, occurs on1y

i after a transformatlon of the conomic base Of society from- -

. stic sYstem. Parkin's major reason

-
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\for this thesis is that the ‘market in capitalism is- the chief force -

.+ In wage determination, even more powerful than human control in
a labom\party-ruled statgs In éontrast,.communism,,eliminates
the'narket and the’economy,including the institutions shaping '

' wage policy is under direct complete human control Pa?zin ‘s, .
evidence suggests that politics shquld be dropped from fncome *
stratification theory involving cap#talist samplqs but it should
not be dropped if we extend our analysis to communist naEiohs..

Jackman#(1974) implicitly suggests the dropping of the
political dimensions from stratification analysis. The addition‘
of his complex index of democratic performance to hﬂs regression

"equationSfailed ‘to add any explanatory ‘power,. However, Jackman's -
sample did not include any soclalist nations.. From Parkin s
f(hdings we would expect that a significant amount of Variance ‘
would have ,been, explained though the .addition of socialist ’
nations. ’ : -

On -the other hand two ather studies demonstrate that
politics does explain some of the variance among nations/on
income inequality. Putright s Political Representation Inde&
explained ‘14% of the variance overall and- from -20-34% of the

. Variance for sub groups controlling for levels of development.‘
1n addition; Rubinson s (1976) recent work found that the distri-
bution of powbr was an important factor in shaping the degree of
‘income inequality. ‘Indeed, Rubinson s index of state strength- -

"(gov't 'rev. . as % GNP) bore a statistically SLgnificant rélation
t6 levels of owerafl inequality in all six of his regression
equations whereas the level of develoément (Jackman's major
explanatory variable) bore no statistically significant relation-

" ship to overall inequality in all stx of theg regression equations.

_These results are rather conflicting but can he explained
in terms of the differerice in the way in which‘inequality is
measured, selectirgty in samples ‘of nation$, and the bperational~q-
ization of the concept of the degree of political inequality. For )
example Parkin's notion that there is no difference between the
most and least dembcratized capitalistic nation is based on a

sample which ex¢ludes some highly democratized capitalist natioris .




with low inequalify (eg. Australia, Belgium, and Isreal) also,
., Parkin"s indéx of income 1nequallty based wage dlfferentlals masks
" differences between .nations. Cutright, ‘Jackman, and Rublnson
operationalize political demécracy very dlfferently. If we opera-
tiorralize it in a'given way we find specific’ relatlonshlps with °©

‘ 1nequallty. Indices emphasizing part1c1patlon fihd negative results;

ones emphasizing the stability of parliamentary forms of governmeny
find pos1t1ve results. a )

I propose to part1ally avoid the above diffieulties and
contradictions by d01ng the followings include both communist
and capitalist nations in my sample to give polltlcal democracy
more of a chance to explain the variance, measure political .. )
partlcloatlon, and by using a conceptually accurate unit, of distri-
bution, the household as opposed to Jackman's sectoral unit. v

The present paper takes issue, for the moment, .at the level
of loéic, with Jackman's finding that politics is irrelévant
to the study of income inequality once the 1evel of development
is taken into cons1deratlon N }

’ Slnce most of the nation's in t?e present-study have stable\
parllamentary ‘forms. of government, ofr jthe time period analyzed,
the 1ntens1ty of democracy will be measured in terms ‘of polltlcal
part1c1patlon. The specific indéx of political partlclpatlon .
is voter turnout. Voter turnput im some nation's is required by
.law (eg. the Netherlands) This may be taken as a limitation

of my index. However, glven a high voter turngg; mearis

a high turnout among non- -affluent persons, we wouléfexpect that
the results would be relatively more votes cast for relat1vely
egalitarian parties ‘and cand1dates.' I assume that whéther or not
a’'working class person is forced to vote, he or she will tend to
vote for a worklng class party. \

The change from a sectoral to a household measure of incomey
may\result in a reversal of Jackman s finding thét polltlcal
participation is not s1gn1f1cantly related- to income 1nequality.

Bt antlcipate €he .greater the polltlcal part1c1patlon, the
- less the income 1nequallty. g . b -

.
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" 2. THE LEVEL OF DEVELOPMENT or size of the surpluse Wr(ters
»such as Lenski (1966:308), Kooros (1973:101),/and Kravis {19621409)
have argued that income inequality should decrease through. indhs-
trialization. While income inequality will be high and perhaps e,

be on the increase before industrialtzation, the emergence and,
inten;ification of ihdustrial society will-reduce incom/'inequaiity.
‘Part of this thesis involves the- associatipn of ﬂndustrializationp
with politica democracy.which is another determinant of incom ﬁ ,
destratification. ‘However, most writers give the lével of devel
ment separate status q; a relatively distinct independent var'iableM

' reducing inequality. The esse 1 argument is that machhe . %V
‘production increases the le of the societal surplus sSo much
that the elfte can af rd to tribute income to the common
people. However, 1e 1 of development shguld be viewed ‘as a
necessary bEF not sufficient determinant of income redistributio
without political pressure from the commonpeople income redist-
ribution will mot-automatically happen. On the other hand
political'pressure without a large sirplus won't work eitner.

_ The research findings on the relationship between level
‘of development and-income inequality are somewhat mixed. Kuznets

- (1963;60 62) longitudinal data covering the period from the late
nineteenth century up to about 1950 demonstrate a decrease in
inequality as nations develop. ‘ e A

) However, available longitudinal data for European nations
after 1950 tndlcates the opposite trend((U. N.//1967)) For the-

. U.S, there was 1itt1e change in income inequality for the“post- =
war decades and the degree of income inequality has increased in the
last five years ((Budd, (1970) s Stagck (1976a)). Apparently. when
nations reach the Righest levels of déVelopment. the relationship,

. relerses again. -

Research utilizing -Cross sectional date gives different results
depending on the year of the data and the, unit of distribution.
Lutright's cross sectional data using a sectoral income .

. distribution measure of income inequality demon$trated. that 1eve1

of development explained some 27% of the variance in income‘

® . b
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inequality and ‘was the strongest of six independen variables
entered into his in:tiaL'regression equation for 44
However. these data wére from the 1950's,before tHe

increasing inequality began in the.advanced nations.

*

rend towards,

Jackhan'also used cross séctional data, and a se toral

/ income, distribution measure. His data are more récent) than
outright s; they are mostly from. the years l96O 1962. ﬁhckman s

-
Logarithmic index of development explained some -42% of éhe variance ),

with no gther variables added to the equatlon, with the Addition
of his ‘o two variables, I Ne at a. time, the amount of \varién‘:e :
'.’ explalned was 40% and 44%. The logarjthmic index of developmenn
\Nq,//'was found to be a better predlctor of ineome 1nequa11tx,than:either
democratic perférmance (no relationshlp) and social insuranoe
) program experience. ' . - :/ L
Rubinson's (l976)’recent work, howeVer, cd%ts doubts on\‘
earlier cross sectional research. Of Rubinson's eight-regressions
tﬂere is not one where the standardized regression coefficient Of his
,logarithmic measure of level\of\development bears a statistically
significant relationshlp to 1nequality of incomes. Thjs new
development can be expla1ned in part, in terms of Rubinson” s
‘data’ being based on the distribution of 4dncome to houdeholds
instead of an index where income is distributed to eight selected
sectors of the economy. Also, Rubinson's data is ‘even moxe recent
than Jackman' s and,’ therefore, will reflect the recent ‘r onic
- trend -towards increasing inequality in the most advanced nations.
This, I expect, would reduce the correlation between .inequality v
ahd level of development. Indeed, elsewhere, .Stack (l976§) o
demonstrated)uslng-cross'seoE}Qnal income data based on the /
household as the unit of distribution FOP™88 nations)that the - 4
relationsh1p betwéen. income ine{juality approximates a sine curve \
. or ﬁ'curvilgnear relatlonship where' the slope of the curwe
inverses twice. If this is the true natire of the relationship
in the long .run, traditional regressign models may not fit the .
" curve, unless control variables destroy the sine curve relationship.

The present study will meagure the level of development

'

- in terms of the importdnt notion of surplus. G.N.P. per Gapita

) ‘ '
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) will b; used as 'the index of sur‘plus‘. This is a u&ore direct way
. of measuring surplus size than the indices based on energy consump-

‘ tion in Rubinson and Jackmans While these twa measures are highly
correlated, they are conceptually different. A nation that is. relatively
low in. development may be high in’ energy consumption if it is - -
blessed-with large energy supplies (e.g. oil) or if it's rate of ' - ¥
economic growth is high. In either case,'it s surplus would  be
re1at1vely 10w, C c ' .

1 anti01pate that since the income inequality ddta are’ ‘ . y
relatively recent, there will be no relationship between income ’
inequality and GNP/capita. Howeve’, if we control for level of '
development and‘inveSCigate the. relatipnship within middle range - ‘.
GNP nations, a relationship should. emerge within group; - ,f -

\ primarily because middle GNP nations have yet to reach the threshold™ ~ ('

° where income 1nequality 1ncreases despite the highest levels of | ‘s
development. ' » o v o ‘e ' e

3. THE RAYE OF POPULATION. GROWTH. The relative merits of - o

N .‘ this va1;1able have yet: to\be,tested. Lenski (1966'1315) discussesi L

it S relevance as followss © \

-

"the natural tendency of the human race to multiply

usually had” thé effect of offSetting whatever economic gains. might

N otherwise have resulted from technglogical advance... (today) In
societies where these (birth control devices) have begn'most

. widely used the rate of population growth has been slowed to the
point where real and substantialqg_ins in per capita tncome have
been advanced...which...contributed te the decline in inequality" .
'~ Hthluwahi% (l974) found the rate of population -growth to be
a significant factor in shaping ‘income distribution for pre ifidus-
trial, societies.' However, it's relevance for a broader sample
is not yet establisped. i ’ .

The rate of population growth is, of course, relaggpd to™
industrialization in that large families are not as functional in
industrial as opposed to pre industrial societies. However, for
various $ocial and religious reasons there is considerable variatfon' . .

’ among nations in p%;ﬂ}ation growth r;7es even when we contrdl for 4
levd& of development. (Stack,* 1976¢) Hence ,this may be an *
oo T
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. important. sourde of variation in’)inequality.
) I will use ‘the. average rafe qflpOpulation growth in the 1960 5
as the index-of population growthaﬁ The index wds lculated from
data from the Jofld ' = as (la?Q).-\ . Y NN
_ 4. EDUCATIO&AL LEVEL. *A‘ri31ng level of edﬂbation results in-
balance betwean the supply and demand for skilled workers. This ‘
tends £S5 reduce the poténtially high incomes of the skilled group.
Kravis (1960:413 415) in his' comparison qf underdevefoped nations
with a low educational level w1th developed nationd witH a high '_

educational level, statesi el 3, . : : ..
|3 . (.
[ 3
"The—limited supply of edqgated .and trained persons
in underdeveloped countrié% tends to raise the reld-
tive renumeration 4n occupa‘%ons requiring a high .
"degrede of literacy or other 118 “and hence to increase
the dispersion 6f incomes...Asgthe diversity of occupa-
: tionS*{ncreases with the beginnings of industrialization
*  «sothe likelihoedw of increased inequality is enhanced °
- bv the ‘affers of income premiums which :the‘ new or A
expanding igpdustries or occupations make to attract .
additional supplies of- entirepreneurship, capital, and .
labor." - . L P

-
¢ -

P . . ‘ N
" However, with furthpr indus ialization:

\ . -’
. .

"The distributioen of'wage ahd income should...-

" become more eggal as per cap ta income grows beeause
of the spread/in educationa1 op ortunity an the
consequent d¢fcline. in skill, dlf ntials.

o7 ..
”

‘i .
A | antici ' e that the h;ghe‘ the education levelj- the greater-.
the supply of tfained manpower and the less the. inequality. Ihe '

leVel of. educ ional achiewement is mea!ured in germs of the medium .

Thesdata aye from UNESCQ's. Stical earbook 1973. x
ATE OF 'INFLATION: ' Inflation ¥s viewed by seVeral writers
as having an impact on income distributign:>,1t is argued that infla-‘

faster than those of other grqups. ' As Galbraith (1958126& 2654221) .
*statess : . . ,", 5 >




| o4 }
"Inflation by it3 svery nature. strikes differentr indi- -
.+ viduals .and ‘groups yith highly discriminatory ef- d

‘fects. The,most nearly unrelieved victims, apart .
from.those living on pensions, are those .who work ‘

_ for the staté...their .pay scales 8re highly, formal-
-1zed, and traditicnally they have been sub ject to
revision only at lengthy intervals...On the other

. hand, the' incomes of owners and proprietors. are
automatically accomodated.to the upward move-
ment...Those individuals who suffer the most are .
ethase who have- the lelst control over their priceg-
or wages a}xd,. hence the least capaeity to provect
themselves by increasing their own returns."”

»I‘ﬁilluhrgue.that,Lnflapion'hurtg.Lnbrgahized‘blue dhd white .
‘collar workers, state émpioyees, pensioners,, welfare recipients,,
‘and other(relativg}y powerless.grqﬁps:» As Kohler-(1968:239)
. arguess  , e e S R n

1

-, . -
e Lt N \

" "Inflation involves a.red;stributionidf ref
income." .- L . . -

Ihis.r%dfstrfbution"iﬁcreases inequalicy. .
“ ' The rate of inflation is calculated on . basis of the -
change ‘in. the consumer price index from 1963-1972. The data on ‘-

tStatisfiCal Yearbook, 1973. R
) - , .

’
a
‘ .
~ “e It
- 3 .
£ . ‘, .
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- changes in the consumer price index are fﬁpmlthe Uniged Nations'

e}

A . .

6. IHE RATE OF ECONOMIC GROWTH

‘ *

.
~

k '.Modern.réchnqiogy:makea bossxbie a fapid rise in product- X
. iviiy, and hence a r#idly éié@ing GNP A rapidly gro&ing ecéﬁér'
| my;makes’{t.poéaib1e~fdr the’élite to make economic-‘concessions .’ -
td'the‘common people without suffering any loss in-‘absolute t¥ms.
.That.is, the elitg can intrease its absolute share of the inmcome by;
}’_pefﬁap_,lbfiifgnS'aﬁﬂ at‘the,same'tigg'eri#bribu;é a f?w pércepFage-:'
" points of thel income’ to the masses., T results in less' fnequality.
) a I énticipaté‘tﬁat the  higher the rate of economic grdwth,., '
/jghe less the inequality.’ The time series data on the raté of
-eednomifc ‘growth cortesponds ‘to the same years as. the time series
data as the’ rate of populatton growuh‘andtface of inflatién
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" (early 1960's - l&$2).- The data are taken -from the World Bank

Atlas, 1974, . .

OLOGICAL' CQUPLEXITY. . Lenski argues that -
hnological complexity created by indust- "

rléiiza.ﬂon requires-an ever larger pool of experts to guide decir
sigg making. _.In this prpéésé elites progressively find themselves
- foPCed to delegate 1ncreasingtamounts{of,reSponsibility to experts.

~

”Ihis‘givés'the gtper;s'effecfive,bargai ng power for increasing

.~ 7. "THE DEGREE OF TEGHN

: "\eheir shame of income. Lenski'(19@6x}13) contends

—— »

" "In mode:ﬁ'induétrial societies, technology in particu-
lar ‘and culture in general, are far, more complex than.

. even in the most advanced agrarian societies. In fact,
they are so complex. that it is no longer possible for
"those in positions of high cemmand to begin to under-
stand the work of all those’ beneath them, 1In effect,
theré is a growing-ignorance on the part of those in po-
-sitions of command....Because of gany gapg in their ,
knowledge, they are often compelled...to »eave mat- -

_ ‘ ters to the discretion of their subordinates, thus open- ’
' ‘, ‘ 41..ng~ t;he door to encroaghmgrgts on trleg.r prerogatives.,"” T
I’anticipaté that the ‘greater the technological complexity, .
the less ﬁhe income inequaTity. Perhaps the mgst direct measure -
of. technological complexity would pe technical worsers as a ‘
pe?cenfage of the laber force. - However, since the redevant data Ll

are NOT available,we must find an approximation of this measure. .

" One 'such substitute measure is per capita enérgy‘consumption.

Rummel (1969) has shown that per capita engEgy consumption' is a _
gpoﬂyihdic,tqr of technological complexity. The data .are from The

- - ¥, A . .
U Unitéadﬁation's Statistical Yearbook, 1973. b 8
RO 4 ' . ' )
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. . THE ANALYSTS

‘j . The‘analysis will first consider the total set of 32 nations
and the nature of the relationship between inequaiity and the

- nature of the‘relatignship bgtweén inequality ‘and the seven
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'independent variables in the sampl, The second phase of the analygis
will control‘for level of develo ﬁént to see.if the amount of.
variance explained will 1mprove for the group of medium level GNP
nations which are below the develo ental threshold where inequa-
lity ‘ingreases despite the highest 1 vels of induStrialization.

In both phases of the analy51s multiple correlation method
:0f inquiry will be utilized. Here each variable freely competes
with the others for their share of. the\variance. . Here the analyst
does’ not specify the order in which the 'variables are’ introducediinto =
the regress1on. ', : )

In the third phase of the analysis, to be discussed later/
further manipulation of the data are undertaken in accord with
. the findings in the first and second stages of the analysis, in

¢

‘order to refine the model in process. - 7 )
C e . THE ANALYSIS OF TH“ TOTAL SET - >

The first- stage of the analysis éxplaines. the validity of
the model for a group of nations at diverse 1levels. of deVelopment.
Table 2 presents, the results of the analysis of these 32 nations.
The mean, and standard deviation are given for eachdvariable.,
Alsé tabulated is {the amount of variance associated with each variable.
The index of political participation explains 27%
Ther addition of education level adds 16%.
':d% economic growth accounts for another .7%

of - the variance.
The addition of the ‘rate
The'
level of development, technological complexity, and the rate of
population growth each account for an additional 3% of the variance
_but their relatiqnshio with the dependent variable is notfstatis—

( tically signifjcant at the .05 level. The addition of the rate

of inflatiaf did not add any explanatorY\power to the equation.

As antiqipated the level, of develophent Was not a salient T
factor in explainlng She d@grg of inequality given the nature of the
data; " that is giahggnhé inedu ity observations on advanced nations
are from circa 13§9°

of the variance. ’

inequality. Indeed, the’ zéro Qrder product moment cor*Flation
wad an insignif1cant~-.03. ' '
- 4 ' ) !
N . \
15 '
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after the starr. of the trend towards increasing "
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Ihe face of inflation had a non-é@gnificant ze‘n order
correlation of g= .22 with income inequality. '

-~

The: rate of inflatien
added nothing to the emglanatory power of, the regression’ equation.‘
Hence. ‘ le inflation ma}%@urt some groups more than others, the . |
net result is he transfer of income from one group ‘to another W
without any change in the overall\aegree of inequality. Inflation

simply "¢hanges some of the aces" .within each income group, sg}
Y

The -findings on poli
Awith a godd ‘ledl of caution.

cal participation sholild be interpreted
In inspecting the data it was found *

grti-

that the communiSt nations g11 had high. enforced olifical

"cipation and relatiVely low degrees of income inegéality. i ence, .,

the relationship between political participation and income equality

may, be spurious.' In order to explore this possibility I will now .

turn to the second stage of thé analysis and divide the middle

GNP nations into two groups! coffmupist and capitalist. In so

doing we will be inuestigating all the communist nations in the ,
sample srnce they are all medium GNP nations.2

\ ANALYSIS OF THE MIHDLE GNP SIRATIM - . ‘<
> = P .

7

The group of middle( GNP hations consisted of nations with N+
GNR/capita ranging from $760 - %? 400 in 1972. Table. 3 shows |,
the\results of our analysis for the group of 14 nations with a.
capitalist economic base. The rate of population growth emerged
as the chief variable accounting 'for 36% of tHe variance. While
‘population growth was npt a releyant variable for ‘the total set of
nations including natidns at all 'leVels of development. it is'a“ N
relévant variable for middle GNP nations. Voter turneut remained
a significant predictor«o\f income‘inequality desp‘ite the amissiow
of the communist nations. This® variable faccounted *for 16% of the"\
variance. As predicted, GNP/cgpita emerged as a relevant variabte
for this -group of nations,, explaining another 10% of the variance(‘

Technolﬁgical complexity also emerged as -a. significant factor. .if ) )

we stretch significaf®e to the 40 level due to the small sample

N

size, and explained ancther l\"/ (Bf the variance. The rate of .
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. .
g -

s R ’ -
: ’ ¥ . v . .
. ° » v ’ / ’ .
. “ - -

”
-
%

s&




inflation was again a largely irrelevant variable adding only another
2% to the total variance explained. The level ‘of education, whilé
a relevant independent variable for the total set of nations, added
almost no explanatory power to the regre351on equatlan here. " A
total of 79% of. the variance is explaineéd by the model for middle
GNP nations, representing an increase in explanatory power.
The! results from the analysis of the middle GNP communlst
_nations are given in Table 3. Due to the sample size (n= 8),
only six variables“could be entered in{o the\regre351on analy51s.
In.communist nations there is a very strong- realtionship between E
techhological complexity and the level ‘of inequality. 817% of~ the
variation in inequality is linked to.variation in technological
complexity. As techno!ogical complex1ty 1ncreases inequality - R
'depreaseé. oontrolling for technological complexity wesee that \
communist nations with high education levels have lowere inequality,
The addition.of the rate of economic gréwth explains anotneﬁ'4%\\f
of the variance as 'does the inclusion of the rate of population growth,
Polit!‘al participation does not vary very much among communist
nations (the standard deviation is only 3% of the mean), and
. accounts for only a trivial 1% of the variance with all the other'
five variables controlled. In all, the model explains 95% of
" the variance for “tHe-communist nations.3~ S — J
' That the model worked the best for the nations with-a.
communist economic.base may have been diue to differences 1nsqﬁé‘
mean degree of inequality between communist and free enterprize”
- economic. systems. The co. ist nations had a mean Gini Index
of .249' compared o the mZE‘pof 456 for. the medium GNP free enter-

prize nations. Furthermore, -the standargxdev1aq;ons as a percent

of £ha m2an was lower for the, communist natons than the Capitalist
‘natiQns (ll 2 vs. 23.5%) indicating that the spread of scgres for
communist nations ‘was, perhaps, distinct from the spread scores !
for the free enterprize nations. ~ These differences may ‘méan that t
’communist'natibns are operating under conditons of. the lowest
degree of income inequality that is possible for the, funet ioning
.of SOC1ety. 1f so, the degree of inequality wil be strongly iﬂﬁég
conditioned Qy one or more factors in the model approachin a

’




functional prérequisite or law governing the relations.between .

, society and. inequality. The data suggest ~that GNP/capita or
technological complexity may determine the variation in inequality
once inequality is near it's lowest possible level. This adds seme
suppogt to Jackman's contention that the level of development is N
an important factor in shaping ptratification.

FURTHER -ANALYS Is - -
’ ) . ‘[

»
r

" . The finding that.communist economic systems are linked to
" less inequality of incomes than’capitalist systems sypport, Parkin's
(1971) thesigs The elimination of the private ownership af property’
reduces‘ or abolishes several importan.t s’ources (e.g. div1dends it
rent, interest, and capital gains)'of income for upper income
groups.' Also. communism reduces’ the 1mportance of the. marker, or
> supply and demand fg es. in shaping incomes and places wage
determination mo, under ‘the control of centralized *
agencies *of the powerful communi(s party.4 One is tempred to
enteﬂFthé type of eCOnomic system into. the regressi%n equations to
see iT this ‘variable would replace some of the otrers as the
. leadirng determinant of income equality. * )
“' . Entering the type of economic sys€em ingo the regression
analy81s poses a problem because it is a nominal variable. However,
" we can apprGX1mate the type of economic System wyith a variable-
" suck as the'proportion of industry owned publiczgly or the production
of public enterprises as a percent of the GNP.” Data was not availabib
‘on elther. of these.Variables. but they were available for Revenue )
.vof Central gévernment, 7secial seeurity, and public enterprize
o as a percent of ‘GNP- ((Russett (1964)). This ‘is' a measure’ of gover-
nment involvemeht and power over the economy in terms of the volume
’of money, the government direGtly’ manipulates in the processes of
consumption aﬂd production. Essentially. this is a npgo qualitative
variable since the free enterprize nations had an avzfage score of

_4
A ]

.
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onjy 30% while the communist nations. byhdpfinkfion. hbve scores :
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at the'other éxtremé€ of the scale.s” In édaitioﬁ,‘ this variable
also distinguishes free enterprize nations with low, _State invol-
vemenﬁ'?rom free enterpriZe hations with relatively high stat!
’involvemento I will call this variab‘ the index of the degree of

- socialism, a eupheniSm for the<degfee communism. ST oo

Table 4 presents fhe results for ‘the regressj.on analysis

" . involving the degreé.of socialism ifidex. The -analysis' is for* 2% .

: _' pavrtici;?ation as the main det.‘ermina:nt o-f 'income inequality. t

*

_of’ population growth were found to eXplain 0% bf .the varianee

. and politics’ wj'ule controlling for socialism. Ihis is" an .area

natioms for which data was' available. GNP/capita, and’ the rate'

., u

L]

AY

and had tow zero order corne‘.‘lations wixth inequality and Were omitted M )

from the t‘able. 'Lyé raté of infiation was mot\ entered ~into the :
regressmn since it had...been arready determmed an irrelevant s

’ . LS

variable. N B o ‘ e "5 t

a THe Index of the degree ‘of sbbialism was fdund td be powerfully

" 'related to the degree of inequality It‘,explained 60% of‘ -

,variance. Henge, when added »to,‘the model, it’dispIaCed pplii:ical

Controllingsfor' the degree of som.alism. the: levei of, edl:cation A
ex*lained another 6% of the Variancea "1}{“ adidition. the« rate -of
population growth and technological complexity wgre "@ach' Iinked

2% of 'the variance. . Cont‘rolling for 'aJ;l cher factors, . politica ’%‘
participation accounts fpr onlyvl ‘of the variame. Lo "

. Thes'e fl’ndings have rather p;ofound implicati,orfs." The .o, '

' evidence presented here: suggests rhe two main variab,les of earlier o

research, political democraey arid the"lgvel of deve10pment, have

. nearly no’ influence -on income inequality when one 'pOntrols for the
. degree of socialism... However, Alfei‘hate ‘indices of palitital * 4

democracy may - improve the relationship between !ncome inequality !

t S

for further' research. . S .
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{ Six of the seven . origlnaf hypotheses ‘Jere cdhfirmed in
one_or more set:tions of the analysis. The hypotheses on rate of -~
inflation was the notable expeptioms - The 'variance explained by
",my model ranged from 59-95%, ' This is more‘than that explained .'by
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Jackman s (1974) model (39- 447)1 this may be due. however. ,to his :
utilization of dnly'three independént Yariables. On the otherhand .
Cutright's model explained from 6+-97” of the variance representing. ,
. perhapsf a more superior model. unless one criticizes .it's method- '
. ological weaknesses such as- the validity of measuring personal income .
on the basis of sectoral income and the’ utilization of old ‘data. !
The ‘most powerful predictor™ of income inequality in a broad
-y .sample ‘of natiaon' s’ was thekindex of the degree of socialism. This
: formerly untested variable was found to be even hore. important than
either level/of development or the degree- of political democracy
ip shaping i came distribution. Future mode;; of income iﬁequality
ought to include this variable._

' For a set of moderately dEVeloped free enterprize nations.

the rate of population«growth was found to'be a morevimportant ’
determinant than -any other .variable including political® participation

and level of development. ‘Futtire research. then, on nations at .
-this level of development would have much to gain from the analySis
of raté?’/i population growth. ' e e T e

Technological comp}e&ityﬂwas found to explain .nearly all the

variation within the communist nations. However. this variable
was .so highly cog?elated with the level of development that both
were equally good predictors of inequality within the communist
block. Other than this finding. the level’ of development was not
a leading determinant ‘of income inequatity and bore no significant
._‘ rela®on to inequality- at ‘a1l for the set of 32 nations as’'a whole.

o Education -level bore a signifiCant relationship, to the degree,_
of inequality and ‘was Zhe second most important determinant at two
places in the analysis. L ~ ) y

. Political Pafticipation: the index of the degree or .
intenseness -of political democracy, was'the most important: determinant
for the sample of 32 natjions. However, it became non significaqt
after the introduction of an eigHth variabie, the index of socialism.
at the end of the analysis. - - .. . .

. In general, the present paper suggests several new directions
+ for further research on the determinants of ineQuality of incomes.
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Existing models have failed to incorporate several - ‘Important :

. va,riabl'es and have a few methodological problems. "While the. present
study also has. it s shortcomings (e.g. smaller sample size),it =~ .-
offers- enough ev1dence to illustrate -the incompleteness of existing .
S models.‘ L © ’
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FOOTNOTAS .
. ‘ N L |

l. If we use the Kendall Rank Order, correlation (Tau) we 'find
similar relationships. Tau for the relation hetween the 3int

and the _laeXnan index is -.40% (z value -2.36337 sig. at..01
level of sig.) and Tau = .493 (sig. at-.002 level) for the

~ relation between Gint index and Cutright's index (z value 2(85926)u

— [ 4
-

2. Medium level GNP nations are defined somewhat arbitrarily
as those nations with GNP/dapita scores.of from 760 to 2,400. -
My Medium Level GNP ‘natians are the same general group as Cutright's.,
High GNP/capita nations would include Russett's High Mass '
Consumption Societies such as: the linited States and Sweden.

~

-

, 3. For the communist nations technological complexity and
GNP/capita were Htghly related (thé zero order Pearson correlation .
coefficient was .936). Hence, when technological cémplexity was
deleted from the analysis, GNP/capita explained 80% of, the L
variance with economic growth, population growth andm?éucation
level picking up the balance of the 957 explained. Technological
complexity. was, in turn, reduced to last place in the' order of
importance. . .

o ’ J . T
4. ' For alfurther discussion sée Stack (1976) -“Income
Stratification and Type of Economic System” Paper read at the
1976 Annual Meetings of the American 3ociological Association,
- New York. . .

\

5. These data,being taken from'dirca‘1960,do'not directly
"match ug" with the data for the qther variables which are from
0

circa 1970 or the time series of 1960-1972. However, given the
quasi qualiratime nature of the variable' agd given that none
of the capitallst nations became communist nations by 1972, I
do netgfeel that this is a serious problem.

-
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1: CORRELATIONS BETWEEN ALTERNATE

INDEXES OF INCOME INEQUALITY .

Table 1

S | c/s
G/ub : . 718%%
c/s¢ . 1.000
Jrsd e -
*Significant at .01 level (F-test)

** Signifigant at .001 level (F-test)

I'd

a. The negative éién o;‘the?Pearson's ryhere indicates"
\a direct relation because Jackian reverses the values.of
his index of inequélity. the Schutz coefficient, so that
the hfﬁ&er the score on theySchutz ecoefficient the‘éreater
the degreg of material equality. The reverse is ﬁrﬁe for _

the author\SGini index and Cutright's Lorenz coefficient.

b. Gini Index of Household Iricome Inequality.

c. Cutright's Lorenz Index of Sectoral Income Inequalitg/
P g _ .

d. Jackman's Schutz Index of Sectoral Income Inequality
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TABLE, 21 MEANS; STANDARD DEVIATIONS, AND PERCENT OF VARIANGE @

EXPLAINED BY VARIABLES IN A*GIVEN ORDERs

B 24 PN
- PR . -
* . -

- . ' 32 Nations
v ) Standard Percent of
VariabI® - Mean DeviaFion ' Variance - . *
‘Politital Participgtion . 82.5 13.2 21 /
N, M ’ N . . . .
Education Level S TN . 2.5 ‘16
Rate of Economic Growth - 41 L1 LT
Level of-Bevetopment =’ 2,032 1,236 3.
TechnologgcaI‘Compleiity . 3,417 g 2,308 , 3 :
.Rate of Population Growth 1.3 ” S 9. - 3
Raté of Inflation ‘ 25.2. 89.3 0
Total , L - A K’ ) }"‘59 @ >
1 - \ . 4 - 9.“ .'s
‘ \ . -~ - . ' - Wt .
%p £ .05 \ E [
’ ) B . - L o\ ) ¢
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s . TABLE 3x. MEANS STANDARD DEVIATIONS AND PERCENT OF'VARIANCE
IN_ INEQUALITY EXPLAINED' BY INDEPENDENT VARIABLES LN A GIVEN ORDERg
Medium GNP Nations

%,‘4 . : [) 'n. A,.. ' ’ :
AN ' . ' . Standarq -Percent of
Variablg; + . Mean Deviation . / Variance
Rate of Population Q;qwéh 1.6 1.1 | . " 36%
Techmological Complé&ity : 1;785.. ) ' 866 . 11%%
\ Politica‘l Participation ~  74.4 ' '10.4. . B U1
L . T
Rate of Economic Growth QEy/ 4.0 -.. 2.4 .3
- . ‘ . # -~ ,
" LeVel of DeveTopment 1,275 ' 532 -10%
“ Rate of Inflation - 52.2 . 132 | 2,
" .Educatidn Leve1>‘ S, 5. 1.9 I
¢ Total , ‘ N SRR P PV R |
—— . , N N A\ - ’ . . ’ {
. - - ‘ [ .
*pl 05 . . e T s,
'**pL 010 ) , .( .. ' .o ) i )
r- L ‘ . . ‘-
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A TABLE 4: MEANS STA\'DARD QEVIATIONS AND PERCENI OF VARIANCE
IN. INEQUALITY EXPLAINED BY INDEPE\NDENT VARIABLES I‘ A GIVEN ORDER: j

‘ . - ' Communist Nations.. - . -t
- _ ‘ ) Standard Perceg; of . N
.:K' , Variablg. o Meag'i’E - eviaglen Varijance : B
Technological C plex1ty ° 3,718 1.605 - 81%
f. N : coos e
Educatiqp Level : .69 43 S4r '
Rate of Economic Gre#;h .+ 4.9 ; 1.6 7 CL 4 ' o
Rate of Eopulatién Growth ’ 7.0 o 2i6 ' ‘fh‘_' 4, . .
. Level of Development - - 1,483 ' 504 .1 I
Political Participation - . 97.8 .34 : 1 'ﬁ; : ,
R § \ -
Total % : 95
*pL‘.OS ' ‘- - * ) ‘ '.
p— - > -
. u¥.;’i- f.
< . 7 . u
,y( ‘ v :
-~ . ) : < .
b ' v .
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Al . .
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TABLE 51~ MEANS, SPANDARD DEVIATIONS, ANDQERCENT OF VARIANCE
L EXPLAINED BY. 'VARIABLES IN A GIVEN ORDER:

. T24 Natibns . a&

DA ¥

B : « S;angard ~ Bercent of
. Variable R Mean. e ia onr - Yariance -

Degtee of Socialism Index . 56. 108 .‘ 32 1 0.

Education Level : - 6 57 o 2:6'

o Rate of P.opﬁlg't’ion Growth 95 ._.67"

Levet of Development : 2,264 1,303
T.echhologi‘c:;ll“‘ Complexify 3,995 . 2,356
R:ate of 'Eéqnomic Growth . 4.38 . 1.74

Political Participation BS,Z ‘ 13.0
‘ “Total _ ™ . : ‘

*pZ .05
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