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Article abstract
The usefulness of Lorenz curves for analysing the distribution of income is well
understood since the influential article of Atkinson (1970). We show in this
paper how combining Lorenz and concentration curves for incomes, taxes and
transfers allows one to summarise easily and intuitively the impact of
government on the distribution of income. We more particularly look at
income redistribution and at the vertical and horizontal equity exerted by
direct taxes and transfers. By applying "ethical weights" to the distance
between the Lorenz and the concentration curves, we obtain summary indices
of inequality, redistribution and equity that are easily decomposed additively
into separate tax and benefit components. These indices are a generalisation of
the well-known Gini index of inequality. The approach is illustrated using
micro data on the distribution and the redistribution of income in Canada in
the last decade. It confirms the well-known result that the inequality of gross
income increased between 1981 and 1990, whereas the inequality of net
income fell during the same period. The redistribution exerted by the tax and
transfer system increased considerably during that period, at the cost of a
higher level of horizontal inequity. Income redistribution is largely generated
by the group of transfers related to retirement and old age. As for the
redistributive impact of direct taxes, it is quite sensitive to the value of the
ethical parameter used in computing the summary indices of equity and
redistribution.
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