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         Foreword

         The OECD-hosted High-Level Group on the Measurement of Economic Performance and Social Progress (HLEG) was created in 2013 to pursue the work of the Commission on the Measurement of Economic Performance and Social Progress convened by former French President Nicolas Sarkozy in 2008, the so-called Stiglitz-Sen-Fitoussi Commission, whose final report was published in September 2009. This book contains a collection of chapters written by members of the HLEG on topics that were the focus of the Group’s work. A companion report, Beyond GDP: Measuring What Counts for Economic and Social Performance, presents the Chairs’ overview of the issues discussed by the HLEG over the past five years and sets out a number of recommendations on what needs to be done next.
         

         Significant progress has been achieved in the agenda of “going beyond GDP” since the 2009 Stiglitz-Sen-Fitoussi Commission’s report. This is the case, in particular, of subjective well-being and of different kinds of inequality measures. In a broader context, the Paris COP21 climate agreement and the UN 2030 Agenda (with its 16 Sustainable Development Goals, SDGs) demonstrate the extent to which the 2009 report’s call to go “beyond GDP” when assessing progress has influenced the international policy agenda. At the same time, the SDG’s 169 targets and over 200 indicators illustrate the difficulties in balancing completeness and clarity. The HLEG recommends using a more limited dashboard of indicators that countries can design to suit their own priorities.

         The authors of the ten chapters collected here provide an in-depth overview of the thinking that should underpin new approaches to measurement in a crucial set of fields, as well as the technical and organisational questions that have to be answered. These contributions underline the importance of integrating different scales of analysis (that of the individual, the household, the country, and the world) to produce a realistic picture of how societies are doing, and highlight the centrality of aspects that traditional approaches have neglected because of conceptual limitations, technical difficulties or lack of data. Sustainability, for example, is a systemic global issue, but many of the actions that influence it happen at the level of each community. The health of a community is itself determined by the objective conditions and subjective experiences of all its individual members. The life chances of these individuals, in turn, are shaped not just by their personal attributes, but also by the different socio-economic groups they belong to, their ethnicity, gender, and so on.

         We need to develop datasets and tools to examine the factors that determine outcomes for people and for the places where they live. The economy is, of course, a major influence, but the most used economic indicators concentrate on averages, and give little or no information on well-being at a more detailed level, for instance how income is distributed within households and not just among them. One overall conclusion from this report is that we need more granular data. We also need to complete and make more timely the datasets we do have, both by integrating administrative and other types of data that already exist and by redesigning national accounts to incorporate distributional aspects.

         It is often easier to measure outcomes than the factors that contributed to producing those outcomes. The Group devoted considerable efforts to circumstances outside the control of individuals such as ethnicity or gender that can have a significant impact on inequality and access to opportunities. The HLEG also looked at factors that can be both a cause and consequence of particular outcomes such as trust: subjective well-being is influenced by trust while countries with higher levels of trust tend to have higher income. Interactions between the objective conditions and subjective assessments are also important in domains such as economic insecurity, and this book discusses the need to consider both observed and perceived security. The book also suggests that one way to integrate these multiple strands into a holistic approach to the measurement of economic performance and social progress is to adopt a systems viewpoint to complement the capital approach and deal with the many interactions at play. 

         We hope that the present publication and its companion volume (Beyond GDP: Measuring What Counts for Economic and Social Performance) will provide useful elements to further the beyond GDP agenda. In our companion volume, we highlight why we believe the Beyond GDP agenda is even more important today than it was when the Stigltiz-Sen-Fitoussi Commission began its work a decade ago.
         

         We recognise that we could not have got this far without the hard work and devotion of HLEG members and our partners. Over the course of this work, HLEG members periodically convened to discuss many of the issues that are reflected in this book. The HLEG also organised a number of thematic workshops, which were hosted and supported by various foundations and attended by dozens of researchers. We are grateful to them all for their help and support.

         These workshops focused on: 

         
            	
               “Intra-generational and Inter-generational Sustainability” (22-23 September 2014), Rome (hosted by Einaudi Institute for Economics and Finance and the Bank of Italy and sponsored by SAS); 
               

            

            	
               “Multi-dimensional Subjective Well-being” (30-31 October 2014), Turin (in collaboration with the International Herbert A. Simon Society and the Collegio Carlo Alberto, and with the support of Compagnia di San Paolo); 
               

            

            	
               “Inequality of Opportunity” (14 January 2015), Paris (hosted by the Gulbenkian Foundation in collaboration with Sciences-Po Paris and the CEPREMAP); 
               

            

            	
               “Measuring Inequalities of Income and Wealth” (15-16 September 2015), Berlin (in collaboration with Bertelsmann Stiftung); 
               

            

            	
               “Measurement of Well-being and Development in Africa” (12-14 November 2015), Durban, South Africa (in collaboration with the Government of South Africa, the Japanese International Cooperation Agency, Columbia University and Cornell University); 
               

            

            	
               “Measuring Economic, Social and Environmental Resilience” (25-26 November 2015), Rome (hosted by the Einaudi Institute for Economics and Finance, supported by the Bank of Italy and the Italian statistical office, Istat, and sponsored by SAS); 
               

            

            	
               “Economic Insecurity: Forging an Agenda for Measurement and Analysis” (4 March 2016), New York (in collaboration with the Washington Center for Equitable Growth, the Yale Institution for Social and Policy Studies, and the Ford Foundation); and 
               

            

            	
               “Measuring Trust and Social Capital” (10 June 2016), Paris (in collaboration with Science-Po Paris and the European Research Council).
               

            

         

         Finally, we would like to thank a number of colleagues who have supported our work throughout this period: Marco Mira d’Ercole, for his many valuable inputs to the substance and organisation of this report; Elizabeth Beasley, for acting as rapporteur of the present volume; Martine Zaïda, for coordinating the HLEG and organising all the thematic workshops and plenary meetings; Patrick Love, for editing support; Christine Le Thi for statistical assistance; Robert Akam for communications support; and Anne-Lise Faron for preparing this report for publication.
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         Executive Summary

         Assessing the progress of society presents a range of challenges: conceptual challenges (e.g. the inevitable trade-off between trying to be comprehensive and the limits in people’s capacity to deal with too much information); technical challenges (e.g. how to combine information across micro-data sets dealing with different issues, how to integrate micro-data informing on inequalities with macro-economic accounts dealing with averages); and organisational (e.g. how to improve coordination among different data-collectors, how to balance international harmonisation and local accountability, how to improve timeliness of existing data). The High-Level Group on the Measurement of Economic Performance and Social Progress (HLEG), hosted by the OECD from 2013 to 2018, addressed some of these challenges, building on the report of the Stiglitz-Sen-Fitoussi Commission published in 2009. The aim remains the same – help to develop the means to describe progress and, in this way, to contribute to better policies. This book consists of a collection of authored chapters dealing with those issues that the HLEG felt deserved further attention and have thus been at the core of the Group’s deliberations over the past few years. A complementary report by the HLEG Chairs (J.E. Stiglitz, J.-P. Fitoussi and M. Durand, Beyond GDP: Measuring What Counts for Economic and Social Performance) provides a broader overview of the issues discussed by the Group.
         

         
            The Sustainable Development Goals and the measurement of human progress
            

            The adoption of the SDGs by the UN General Assembly in 2015 is the most visible manifestation of how the Beyond GDP Agenda has influenced policy discussions. But the SDGs also highlight the inevitable tension between the pull to broaden the set of measures used for monitoring progress and the imperative to focus on a small number of top-level indicators – a tension that can only be solved through prioritisation of the UN goals and targets at the national level. National Statistical Offices should be given the governance independence and resources needed to fulfil their obligations on monitoring the SDGs, while the international community should support statistical offices in less developed countries starting from those global phenomena requiring good metrics for all countries. 

         

         
            Measuring the distribution of household income, consumption and wealth
            

            The way household income, consumption and wealth are distributed is important in relation to fairness, but an unequal distribution of economic resources also lessens the impact of economic growth on reducing extreme poverty. Unfortunately, analyses in this field often use databases that not only show different levels of inequality from one database to another but, for some countries, also diverging trends. Data in this field suffer from under coverage and underreporting at both ends of the distribution, from limited information on wealth distribution, and from the difficulty in linking information among datasets to know what is happening to the joint distribution of economic resources. More work is also needed to reflect the value of in-kind benefits such as education and health care services in a broader income concept, and to assess the distributive impact of consumption taxes and subsidies. 

         

         
            Horizontal inequality, intra-household inequality and the gender wealth gap
            

            Inequality in income, consumption, and wealth among individuals (“vertical inequality”) ignores systematic inequities among population groups, omits important non-income dimensions, and assumes that each individual in a household receives the household’s mean income. Horizontal inequalities (inequalities among groups with shared characteristics), both in income and non-income dimensions, intra-household inequality, and the gender wealth gap are important in their own right, but they also link with each other in important ways (for example, a key aspect of intra-household inequality is inequality between the genders). Progress in all these fields should be a priority for future research.

         

         
            Inequality of opportunity
            

            Inequalities in income and wealth are more acceptable to individuals and more sustainable for society when people feel they have a fair chance to improve their situation. Inequality of opportunity, that is in the circumstances involuntarily inherited or faced by individuals (such as gender or ethnicity) that affect their economic achievements, also matters: beyond contributing to outcomes inequality, it reduces the efficiency of an economy by weakening incentives for those who think they can never succeed. While it will never be possible to observe differences among individuals across all the circumstances that shape their economic success independently of their will and effort, data on some aspects are available, and should be monitored regularly. But more is needed, for example developing long-term panels linking parents and offspring and including retrospective questions in surveys. 

         

         
            Distributional national accounts and the WID.world wealth and income database
            

            The World Wealth and Income Database (WID.world) project provides annual estimates of the distribution of income and wealth using concepts that are consistent with national accounts, which allow addressing policy questions that could not be answered through other datasets. These data highlight substantial variations in the magnitude of rising inequality across countries, suggesting that country-specific policies and institutions matter considerably. High growth rates in emerging countries reduce between-country inequality but do not guarantee low within-country inequality levels nor ensure the social sustainability of globalisation. Access to more and better data (administrative records, surveys, more detailed national accounts, etc.) is critical to monitor global inequality and to get a better picture of how the benefits of growth are distributed.

         

         
            Understanding subjective well-being
            

            Subjective well-being has great potential as an indicator of the “health” of a community and of individuals. Measures of societal progress should take into account how people feel about and experience their own lives, alongside information about their objective conditions. At a societal level, subjective well-being measures can signal wider problems in people’s lives, capture prevailing sentiment, and predict behaviour in ways that complement more traditional measures. Deepening the measurement initiatives undertaken in this field as a response to the recommendation of the 2009 Stiglitz-Sen-Fitoussi Commission is needed to provide responses to the many research questions that are still open. 

         

         
            Economic (in)security
            

            People’s confidence in the economic and political system is destroyed quickly when there is a sentiment that economic security is declining. Economic insecurity captures individuals’ (or households’) degree of vulnerability to an economic loss. Three elements are inherent in this definition: some probability of an adverse event; some negative economic consequence if this event occurs; and some protection (from formal insurance to informal risk sharing, to self-insurance through savings and the like) that could potentially offset or prevent these losses. Measures are needed for each of these elements and for their combined effects. It is also important to distinguish between observed security, which can be measured using economic data, and perceived security, where people themselves reveal their subjective appreciation of their economic situation. 
            

         

         
            Capital and systems approaches to measuring sustainability
            

            The UN Sustainable Development Goals framework recognises that progress has to be considered holistically and in a long-term perspective, taking account of trade-offs, spill-overs and unintended consequences of policy and investment decisions. Capturing the inter-temporal consequences of today’s decisions requires measures of the various types of resources that will sustain future well-being, i.e. natural, human, social and economic capital. Complex systems theory provides a complementary approach for integrating the analysis of the different types of capital by dealing with the many interactions that shape sustainability. A systems approach could also more adequately capture the extent to which a production and consumption path is sustainable, safe and resilient. 

         

         
            Trust, social progress and well-being
            

            People’s trust in others and in institutions is a key determinant of economic growth, social cohesion and subjective well-being. While most of the research on the role of trust and cooperation draws on survey data, this type of information requires caution in use and interpretation. One way forward is to combine surveys with experiments asking participants to make decisions under circumstances where their degree of trust influences their behaviour. Evidence of this type, based on representative samples of the population for several countries, is now starting to become available. It has the potential to deepen our understanding of trust, its causes and consequences.

         

      

   
      
         
Chapter 1. Overview
         

         
            Elizabeth Beasley

         

         
            This chapter provides a high-level overview of the themes discussed in more detail in the individual chapters of this report. For each issue addressed in this report, the chapter spells out the reasons for their importance, the measurement challenges they raise, and the steps that should be taken to improve statistics in these fields.

         

         Elizabeth Beasley is currently a Researcher at CEPREMAP, Paris. The author wishes to thank Marco Mira d’Ercole and Patrick Love for their inputs, as well as all HLEG members for their comments on the previous draft of this chapter.

         
            The opinions expressed and arguments employed in the contributions below are those of the author(s) and do not necessarily reflect the official views of the OECD or of the governments of its member countries. 

         

         
            
1.1. Introduction
            

            The Commission on the Measurement of Economic Performance and Social Progress – also known as the Stiglitz-Sen-Fitoussi Commission – concluded its work in 2009 with the hope that the report would start a debate over the adequacy of current ways of measuring economic performance and social progress and motivate further research on developing better metrics. 

            The Commission’s 12 recommendations (Box 1.1) have been met with a high level of enthusiasm from the statistical community, civil society, international organisations, governments, and researchers. Their efforts are transforming the landscape of measurement.
            

            As noted in the Foreword, the present report does not replace the 2009 report. It focuses on a selection of the topics covered in the Stiglitz, Sen and Fitoussi report, rather than carrying out a complete review. In addition, several new topics are discussed in this report that did not feature in the Stiglitz, Sen and Fitoussi report, in part because of the way the world has changed since 2009. For example, the financial crisis highlighted the importance of economic (in)security, and thus the need to develop metrics of it. In evaluating economic performance, such metrics need to be considered alongside more conventional indicators.

            The overall message of these chapters is one of tempered optimism: there has been rapid progress in several areas, bolstered by input from multiple stakeholders, while other areas continue to face conceptual or practical hurdles. Our understanding of subjective well-being, for example, has greatly evolved, as has our ability to measure some types of inequality.

            The environment and sustainability were central to the Stiglitz, Sen and Fitoussi report, and despite the fallout from the financial crisis and the Great Recession that followed, the international community negotiated major agreements in both of these domains. In 2015, it signed the COP21 (Paris Agreement) on climate and the UN 2030 Agenda (United Nations, 2015), consisting of the 17 Sustainable Development Goals (SDGs) and their 169 targets. The latter agreement in particular demonstrates the extent to which the “Beyond GDP” message of Stiglitz, Sen and Fitoussi has been incorporated into the international policy agenda. The SDGs, which are applicable to all countries, try to capture multiple dimensions of social and economic progress.

            Key messages from each of the chapters included in this report are summarised below.

            
               
Box 1.1. The recommendations of the Commission on the Measurement of Economic Performance and Social Progress (2009)
               

               
                  	
                     Recommendation 1: When evaluating material well-being, look at income and consumption rather than production, as conflating GDP and economic wellbeing can lead to misleading indications about how well-off people are and entail the wrong policy decisions.

                  

                  	
                     Recommendation 2: Emphasise the household perspective, as citizens’ material living standards are better followed through measures of household income and consumption.

                  

                  	
                     Recommendation 3: Consider income and consumption jointly with wealth, which requires information on balance sheets and proper valuation of these stocks.

                  

                  	
                     Recommendation 4: Give more prominence to the distribution of income, consumption and wealth, which requires that measures of average income, consumption and wealth should be accompanied by indicators of their distribution.

                  

                  	
                     Recommendation 5: Broaden income measures to non-market activities, such as the services people received from other family members as well as leisure time.

                  

                  	
                     Recommendation 6: Quality of life depends on people’s objective conditions and capabilities, such as people’s health, education, personal activities and environmental conditions but also their social connections, political voice and insecurity.

                  

                  	
                     Recommendation 7: Quality-of-life indicators in all the dimensions covered should assess inequalities in a comprehensive way, taking into account linkages and correlations.

                  

                  	
                     Recommendation 8: Surveys should be designed to assess the links between various quality of-life domains for each person, and this information should be used when designing policies.

                  

                  	
                     Recommendation 9: Statistical offices should provide the information needed to aggregate across quality-of-life dimensions, allowing the construction of different indexes.

                  

                  	
                     Recommendation 10: Measures of both objective and subjective well-being provide key information about people’s quality of life, and Statistical offices should incorporate questions to capture people’s life evaluations, hedonic experiences and priorities in their own survey.

                  

                  	
                     Recommendation 11: Sustainability assessment requires a well-identified dashboard of indicators, whose elements should be interpretable as variations of some underlying “stocks”.

                  

                  	
                     Recommendation 12: The environmental aspects of sustainability deserve a separate follow-up based on a well-chosen set of physical indicators.

                  

               

               Source: Stiglitz, J.E., A. Sen and J.-P. Fitoussi (2009), Report by the Commission on the Measurement of Economic and Social Progress, http://ec.europa.eu/eurostat/documents/118025/118123/Fitoussi+Commission+report. 
               

            

         

         
            
1.2. Sustainable Development Goals and the measurement of economic and social progress
            

            As Ravi Kanbur, Ebrahim Patel and Joseph Stiglitz argue in Chapter 2, the process leading to the SDGs reveals the tension between the desire for completeness and thoroughness, on one side, and the need for clarity on the other side. This was a central tension discussed in the Stiglitz, Sen and Fitoussi report. Obviously, the more detailed information and the greater data is disaggregated, the more complete picture one has of what is going on. The 169 SDG targets and 232 indicators provide a useful platform and have the virtue that they are agreed to internationally. But their implementation will need to be sensitive to national needs and priorities, as well as limited resources. Accountability and sovereignty lead to the recommendation that this streamlining and selection of indicators takes place in the context of a national dialogue informed by international frameworks. The international dimension is important because there is a tradeoff with comparability across countries; countries themselves need to be mindful of comparability as, to know how well one is doing, one wants to know how well other similarly situated countries are performing.

            In order to pursue the agenda of the SDGs, and the larger agenda of measuring social and economic progress, National Statistical Offices must have the governance and financial resources necessary to provide an independent and credible statistics to nourish the national policy dialogue and enable accountability. In low-income countries, statisticians have to have the means to resist not only the political pressures any National Statistical Office (NSO) is subject to, but also pressures coming from powerful international organisations that may inadvertently harm the autonomy of NSOs by imposing an agenda that takes insufficient account of national needs and capacities.

            When considering global and transnational issues, such as world inequality and poverty or climate change, harmonisation of measurement over countries is of key importance. International organisations have a large and important role to play to support such harmonisation, and the international community should commit resources to supporting the production of those national statistics that are critical for assessing global issues.

         

         
            
1.3. Measuring the distribution of household income, consumption and wealth
            

            Stiglitz, Sen and Fitoussi emphasised the importance of inequality. Even if average income per capita was increasing, a majority of citizens could be experiencing a decline. One of the original motivations for the Commission was the concern, expressed by President Sarkozy, that our indicators were presenting a picture that was inconsistent with individual’s own perceptions. The government could boast that GDP was increasing, yet most individuals could feel worse off.

            In Chapter 3, Nora Lustig addresses the challenges posed by measuring vertical inequalities in household income, consumption and wealth. The issue is important from a normative standpoint in relation to social justice, but there are instrumental reasons to care about these inequalities too. Inequality in the distribution of household resources has come to the fore of the political debate in recent years, partly as it has become more extreme and partly as the economic, social and political costs have become clearer.  

            While there have been notable improvements in the availability of data (including more extensive use of administrative data), substantial challenges remain in measuring inequality in economic circumstances through the joint analysis of income, consumption and wealth. These analyses are often based on databases relying on household surveys: micro-based datasets, which calculate inequality measures directly from these surveys; secondary sources datasets, which combine inequality indicators from a variety of other sources; datasets that generate inequality measures through a variety of imputation and statistical inference methods instead of relying directly on unit-record datasets; and WID.world, described below. Unfortunately, different international databases show not only different levels of inequality but also, for some countries (especially in sub-Saharan Africa), diverging trends.

            These different datasets all suffer from the fact that household surveys suffer from under-coverage and underreporting of incomes at both ends of the distribution. The underreported top incomes are sometimes referred to as “the missing rich” problem. The factors embedded in the data collection process that may explain the missing rich problem in household surveys are many, ranging from underreporting of their income or a refusal to answer by very rich people, to the fact that very few rich people are likely to be included in the sampling frame of the survey. Approaches to address the missing rich problem can be classified into three broad groups: using alternate data (such as using tax records instead of surveys); within survey, making inferences about the missing data using parametric and nonparametric methods; and correcting survey data (or inequality estimates) by combining surveys and administrative data.

            The bottom incomes are not being covered sufficiently either, for example the homeless or others with no fixed address. And many low-income people often report levels of consumption expenditures well in excess of their declared income, suggesting that they are consuming out of savings or experiencing a temporary drop in income or that they may be simply underreporting their material living standards. This underscores the importance of joint analysis of income, consumption, and wealth; such an analysis would enable us to ascertain the extent to which the poor are “eating up” their assets.

            There are also large differences in the nature of datasets between advanced and developing countries, and the extent to which the data provided correspond to appropriate definitions of income or consumption. For advanced economies, economic inequality is typically measured based on equivalised income (where adjustments are made for family size) while in the rest of the world, per capita consumption or income is used. While in principle the income variable that should be the focus of attention is disposable income – what individuals can spend, after paying their taxes and receiving any transfer –, the income concept used in developing countries’ data is often not clear. Likewise, while many argue that income or consumption should include consumption of own production (goods and services produced within the household) and imputed rent of owner occupied housing (the rent that individuals would have had to pay if they were renting their house), in practice this is not the case in general. 

            Moreover, the analysis of the “true” level of economic inequality is typically hindered by the fact that standard measures of income exclude free in-kind services (especially, education and healthcare) provided by governments and non-profit institutions. Valuing social transfers in-kind raises both conceptual and measurement challenges. There are difficulties in ascertaining the appropriate range of services to be considered; the monetary valuation of the services provided; and their allocation to various beneficiaries. In practice, the most frequently used approach is to value in-kind transfers at the production costs incurred by the government in producing them. This approach, however, does not take into account variations in needs across income or age groups, nor does it consider service quality, and may not reflect the actual valuation by beneficiaries. Imputation to individual users is particularly complex in the case of health care. The allocation of benefits is done following either the “actual consumption approach” or the “insurance value approach” – which assigns the same per capita spending to everybody sharing the same characteristic such as age or gender, irrespectively of their actual use of these services. The choice of methods has a large influence on the results obtained.

            The impacts of consumption taxes and subsidies on household resources are often neglected too. While it is acknowledged that household consumption possibilities are reduced/increased by consumption taxes/production subsidies passed on to the prices that households pay for goods and services, taking this impact into account has not been part of the conventions typically used for analysing disparities in households’ economic well-being.

            In addition, there are many technical issues affecting the comparability of data, which in turn affect the ability to make cross country comparisons. Databases differ on whether adjustments (and which ones) are made to the microdata to correct for underreporting, to eliminate outliers, or to address missing responses. Inconsistencies mean that different datasets frequently produce different results about the level of inequality and whether there is convergence in levels of inequality among countries, and this is so even when the same metric is employed.

            Timeliness is another problem, with estimates of economic inequalities in many countries lagging behind GDP data by years.

            A further issue is that, with exceptions, household surveys collect data on only income or only consumption, which significantly limits the possibility of undertaking the joint analysis of both variables and rigorous cross-country comparisons. Even when measures exist on the distribution of household income, consumption and wealth, very few countries collect data in ways that would allow the joint distribution of household income, consumption and wealth to be analysed in a coherent way; doing so was one of the key recommendations of the Stiglitz-Sen-Fitoussi report.

            An additional challenge is that, for most countries in the world, totals for household income and consumption from surveys do not match the equivalent totals from national accounts; not even their growth rates match. (This is a topic discussed more extensively in Chapter 6).

            As in other areas of the measurement of economic performance, greater international efforts should be devoted to assess the availability and quality of data on wealth distribution, and to ensure that the data collected provides information that is comparable across countries and over time.1 Accurate measurement of economic inequality will require a political commitment. Governments, international organisations and the academic community need to be committed to transparency and to make information publicly available in ways that facilitate the measurement and analysis of economic inequality while protecting the identity of respondents to preserve confidentiality.
            

         

         
            
1.4. Horizontal inequalities
            

            Inequality in income, consumption, and wealth among individuals, sometimes called “vertical inequality”, ignores systematic inequities among population groups, leaves out non-income dimensions of inequality, and assumes that each individual in a household receives the mean income of that household. In Chapter 4, Carmen Diana Deere, Ravi Kanbur and Frances Stewart discuss the importance of “horizontal inequalities”, inequalities among groups with shared characteristics in both income and non-income dimensions, intra-household inequality, and the gender wealth gap. The three issues are important in their own right, but they also link with each other in important ways. For example, a key aspect of intra-household inequality is inequality between men and women within the household and this relates to the broader question of horizontal inequality in society.

            While these inequalities are of great policy relevance, notably because of their implications for justice and social stability, there are no systematic efforts to collect the necessary data and publish the appropriate indicators. This is due, in part, to the conceptual and practical challenges that their measurement entails. However, much more could be done to standardise the practice of collecting the relevant information and broadening the diagnostic indicators used for social progress assessments.

            People are members of many groups (age, gender, ethnicity, religion, etc.) so multi-dimensionality is an essential feature of horizontal inequality and its measurement. Three prime dimensions are socioeconomic, political and cultural recognition, each with an array of elements. For example, socioeconomic inequalities include inequalities in access to basic services and inequalities in economic resources, including income, assets, employment and so on. In the political dimension, it is a matter of representation in government, the upper levels of the bureaucracy, the military, the police and local administrations. On the cultural side, relevant inequalities include those in recognition, use of and respect for language, religion and cultural practices.

            The measurement of horizontal inequalities raises the question of which group classification to adopt. And given that group size varies, it may be desirable to weight any aggregate measure by the size of each group. 

            An inequality measure that is silent as to the relationship of inequality to the overall structure of a society (for example, economic inequality between ethnic groups or between men and women) is of limited value, since a concern about inequality is rooted in a concern for justice and overall societal health. 

            In addition, when intra-household inequality is ignored, overall inequality will be underestimated. Quantifying intra-household inequality is a first step towards getting a more accurate measure of the overall level of inequality in society and of the responsiveness of poverty reduction to economic growth. It can also be an important part of an investigation of inequality across gender and across age groups, both of which are aspects of horizontal inequality. But, as we have seen, so far as the headline money-metric measures of inequality are concerned...
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