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This study is aimed to investigate economic inequality among older people in the European
Union based on empirical data. The object of the research is older people, which in the frame-
work of this study includes persons aged 65 and over. The novelty of this study is a scientifically
based conceptual understanding of economic inequality among people, which [economic
inequality] is broader than just income inequality. The uniqueness of this study lies in the fact
that the authors did not investigate the economic performance of older people in comparison
with other age groups or the general population (there are many studies devoted to this), but
they investigated economic inequality among older people versus economic inequality in other
age groups / in the general population (subject to data availability). The methodological basis
of this research is formed by three approaches to conceptual understanding of economic inequ-
ality among people: the income-wealth approach, the resource-capital approach and the capabi-
lity approach. The analysis of statistical and sociological data for the EU countries in the
framework of complementary methodological approaches made it possible for the authors to
conclude that both income and wealth are distributed among older people as unequally as this
also occurs in other age groups of the population. The only statistically significant difference
that the authors managed to identify concerns the capability to convert the economic resources
at the disposal of people into economic capital: among older people there is more inequality in
the degree of capitalization of economic resources than among younger people. Thus, in the
European Union, economic inequality (except for only one its aspect — the degree of economic
resources’ capitalization) is not a distinctive feature of the age group of older people, but is
practically the same as in other age groups or in the general population. Empirical evidence
suggests that economic inequality is not accumulated over the course of a lifetime, but rather
carries over from one period of life to another.

Key words: older people, economic inequality, income-wealth approach, resource-capital
approach, capability approach.

Ekonomiska nevienlidziba gados vecaku cilveku vidu Eiropas Savieniba

Sis pétijums ir veltits ekonomiskas nevienlidzibas izpétei gados veciku cilvéku vida Eiropas
Savieniba un balstas uz empiriskajiem datiem. Pétijuma objekts ir vecaka gadagajuma cilvéki,
kas $i pétijuma ietvaros ieklauj personas no 65 gadu vecuma. Pétijuma novitati veido zinatniski
pamatota konceptuala izpratne par cilvéku ekonomisko nevienlidzibu, kas [ekonomiska nevien-
lidziba] ir pladaka neka ienakumu nevienlidziba. S pétijuma unikala iezime ir ta, ka autori
pétija nevis gados vecaku cilvéku ekonomisko stavokli salidzinajuma ar citam vecumgrupam
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vai iedzivotajiem kopuma, bet gan tiesi ekonomisko nevienlidzibu vecaka gadagajuma cilveku
vida salidzinajuma ar ekonomisko nevienlidzibu citas vecumgrupas vai iedzivotaju vida kopuma
(atkariba no datu pieejamibas). Si pétijuma metodologisko pamatu veido tris pieejas cilveku
ekonomiskas nevienlidzibas konceptualai izpratnei: ienakumu-bagatibas pieeja, resursu-kapitala
pieeja un spéju pieeja. Statistisko un sociologisko datu analize par Eiropas Savienibas valstim
augstakminéto metodologisku pieeju ietvaros lava autoriem secinat, ka gan ienakumi, gan
bagatiba vecaka gadagajuma cilvéku vida tiek izkliedéti tikpat nevienmérigi ka citas iedzivotaju
vecumgrupas. Vieniga statistiski nozimiga atskiriba, kuru autoriem izdevas identificét, attiecas
uz cilvéku spéju (vai iespéjamibu) vinu riciba esosos ekonomiskos resursus parvérst ekonomis-
kaja kapitala: gados vecaku cilveku vida ekonomisko resursu kapitalizacijas pakape tiek izkliedéta
nevienlidzigak, neka gados jaunu cilvéku vida. Tadéjadi Eiropas Savieniba ekonomiska nevien-
lidziba (iznemot tikai vienu tas aspektu — resursu kapitalizacijas pakapi) nav vecaka gadagajuma
cilvéku vecumgrupas ipatniba, bet ir praktiski vienada visas vecumgrupas. Empiriski dati liecina
par to, ka ekonomiska nevienlidziba neuzkrajas dzives gaita, bet gan tiek parnesta no viena
dzives perioda uz otru.

Atslegas vardi: gados vecaki cilvéki, ekonomiska nevienlidziba, ienakumu-bagatibas pieeja,
resursu-kapitala pieeja, spéju pieeja.

DKOHOMHYECKOE HEPABEHCTBO CPEIH MOKUIbIX Jozeii B EBponeiickom Corose

JlaHHOe rccaenoBaHue MOCBSIIEHO U3YYEHUI0 SKOHOMUYECKOTO HEpaBEHCTBA Cpear Mo-
Kuibix Joaeit B EBponeiickom Coro3e U MpoBeaeHO HAa OCHOBAaHUM SMIIMPUYECKUX TaHHbBIX.
OOBEKTOM UCCIICIOBAHMS SIBIISIIOTCS TTOXKUIIBIC IO, K KOTOPBIM — B paMKax JaHHOTO MCCie-
JIOBaHUsI — OTHOCSITCSI JIMLIA OT 65 jieT u crapiie. HoBU3HY MCCieoBaHMsI COCTABIISIET HAYYHO-
000CHOBaHHOE KOHIIETITYaJIbHOE IIOHMMaHNe SKOHOMUYECKOTO HEPaBEHCTBA MEXK/IY JIIOIbMU,
KOTOPOE [9KOHOMMYECKOE HEPABEHCTBO| LIMPE, YeM MPOCTO HEPABEHCTBO JOXOA0B. YHUKAIb-
HOIl 0COOEHHOCTHIO JAHHOTO MCCIEAOBAHMUS SIBSIETCS TO, UTO aBTOPHI U3yYalu HE SKOHOMMU-
YEeCKOe MOJIOXKEHME MOXKWIbIX JII0IeH B CPaBHEHUH C OCTAJIbHBIMU BO3PACTHBIMU IPYIIIAMU WU
HaceJIeHUEM B 11eJIOM, HO MIMEHHO 5KOHOMMYECKOE HEPaBEHCTBO CPEIN IMOKMIIBIX JTIOICH B CpaB-
HEHUM C SKOHOMMYECKUM HEPaBEHCTBOM CPEIU IPYIMX BO3PACTHBIX TPYIIIT WJIM HAaceJICHUS B
1eJioM (B 3aBUCMMOCTHU OT HAJIMUMS TaHHBIX). MeTOI0IOrMUeCKY0 OCHOBY JAaHHOTO UCCIIE0-
BaHUsI COCTABJISIIOT TPU MOAX0AA K KOHIEINTYaTbHOMY MOHMMaHUI0 9KOHOMUYECKOTO HEPABEeH-
CTBa MEXY JIOAbMMU: MOAXO «10X0I-00raTcTBO», PECYpCHbIN MOAXOMA U MOAX0A BO3MOXKHOC-
Teil. AHaJIN3 CTATUCTUYECKUX U COLIMOJIOTMYECKUX JaHHBIX Mo ctpaHaM EBponeiickoro Coro3a
B paMKax JOIOTHSIONINX APYT IPYyTra METOAOJOTHYECKUX TTOIXOIOB TTO3BOJIMI aBTOPaM CIeIaTh
BBIBOJI O TOM, UTO M JIOXObI, 1 OOTaTCTBO PACIIPEACISIIOTCS CPEIU TTOXKWIIBIX JIIOJEH HACTOJIBKO
Xe HepaBHOMEPHO, HACKOJIBKO 3TO MTPOMCXOIUT U B IPYTMX BO3PACTHBIX IPYMIIaX HaCEICHUSI.
EnvHCcTBEHHOE CTaTUCTUYECKU 3HAUMMOE OTJIMUYKEe, KOTOPOe yIaJoCh BhISIBUTh aBTOpaM, Ka-
caeTcsl CoCOOHOCTU (MJIM BO3MOXKXHOCTH) MpeBpalllaTh UMEIOIIMECs] B paclopsLKEHUH JIIoAei
9KOHOMMYECKHE PeCypChbl B SKOHOMUYECKUIA KamuTal: Cpear MOXUIIbIX JIofeil HabaoaaeTcs
0oJIbllIee HEPABEHCTBO B CTETNICHU KAITUTAIM3aLIMU SKOHOMUYECKUX PECYPCOB, YeM Cpeau 0ojiee
MOJIOABIX Jtoneii. Takum obpasom, B EBporieiickom Coro3e 5KOHOMUYECKOe HEPaBEHCTBO (3a
HCKIJTFOUCHMEM JIMIIb OJHOTO acTieKTa — CTEIIeH! KaluTaIn3allid SKOHOMUYECKHUX PeCypCOB) HE
SIBJISIETCS OCO00I OTIMYUTEIBLHOM YePTOM BO3PACTHOM IPYIIITbl MOXUJIBIX JTIOACH, a MpaKTU4ec-
K1 OIMHAKOBO BO BCEX BO3PACTHBIX IPyMMax. DMIHUPUUYECKUE TaHHbIE TOKA3bIBAIOT, YTO 9KOHO-
MMYECKOE HEPAaBEHCTBO HEe HAKATJIMBAETCs B TEUEHUE XKU3HU, & CKOpee MEPEHOCUTCS U3 OTHOTO
XKW3HEHHOTO TIEpUO/Ia B IPYTOIA.

KimoueBbie ¢j10Ba: TTOXWIIBIC JTIOAM, SKOHOMUYECKOE HEPABEHCTBO, TTOAXOM «I0X0a-00TaT-
CTBO», PECYPCHBII TTOAXO, ITOIXO/I BO3MOXKHOCTEIA.
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Introduction and literature review

In the authors’ opinion, there are two main areas of scientific research related to
economic inequality: inequality among territories (regions, countries, etc.) and inequality
among social groups, households, people. The first one is investigated by almost all
researchers in the sphere of regional economics (Granberg et al. 1998; Granberg 1999;
Rice, Venables 2004a, 2004b; Kim 2008; Kuttor 2009; Karwat-Wozniak 2011; Cochrane,
Perrella 2012; Kvicalova et al. 2014; Glinskiy et al. 2017; Selivanova-Fyodorova et al.
2019; Selivanova-Fjodorova 2020 and many others). In turn, inequality among social
groups, households, people is also topical issue for economists and sociologists (Kuznets
1955; Dworkin 1981a, 1981b; Kovacevic 2010; Mensikovs, Lavrinovica 2011; Piketti
2015; Mensikovs et al. 2020, Kozyreva et al. 2021 and many others). Some researchers
compare spatial and social disparities concluding that, for example, in Latvia and
Hungary, the territorial inequality is less than social one (Krastins 2000; Meusburger
2001).

In turn, economic inequality among older people of the world was investigated
by the United Nations Department of Economic and Social Affairs (UNDESA) prog-
ramme on ageing concluding that “economic inequalities exist both between older
persons and the rest of the population and among older persons themselves, leaving
many excluded from prosperity, resources and decent work” (UNDESA 2016). The
Age International, a charity devoted to helping older people in developing countries,
conducted the study “Facing the facts: The Truth About Ageing and Development”
(Age International 2014) stressing that “in almost every country of the world, the
proportion of older people in the population is increasing. By 2050, around 2 billion
people in the world will be aged 60 years or over, with 400 million of them aged 80
years and over. Some 80% of them will be living in what are now low or middle-income
countries” (Chan 2014). R. Jolly argues that “inequalities accrue and get reinforced
over a person’s life. They come home to roost in later years, often exacerbating each
other and causing greater disadvantage. Poverty, poor health, discrimination and
marginalisation are all-too common realities for many older people in both developing
and developed countries” (Jolly 2014).

Thus, the object of this study is older people. Within this study, older people are
defined based on the following three criteria: 1) receiving an old-age pension; 2) the
availability of statistical data for the selected age group; 3) the world practice in defining
the older people. Most countries have accepted age of 65 years as the chronological
basis for defining the older person (Orimo et al. 2006; Alpteker 2012).

The subject of this study is the economic inequality among older people in the
European Union. On 1 January 2019, the inhabitants of the European Union 65 years
old and more (65+ age group) amounted to 20.3% of the total number of the EU-27
population (446.8 million people) and increased by 0.3 percentage points compared
with the previous year and by 2.9 percentage points — compared with 10 years earlier
(Eurostat 2021). The period of this research is limited to the last 10 years — from 2011
to 2020, which is a sufficient time interval for understanding the current situation
with economic inequality among older people in the European Union.
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Comparison by age groups of statistical data on the increase in disposable income
per household member for the period from 2011 to 2019 shows that in Latvia, the
65+ age group lags behind most in terms of income growth, since income growth in
this age group over the past 10 years is the lowest (Table 1).

Table 1
Mean disposable income per household member by age group in Latvia,
euro, 2011 and 2019

Age groups 2011 2019 Changes 2019/2011, %
0-15 255.25 512.35 +100.7
16-24 276.21 557.89 +102.0
25-34 344.28 702.73 +104.1
35-44 308.32 622.65 +101.9
45-54 314.03 634.64 +102.1
55-64 346.16 627.82 +81.4
65+ 295.28 486.98 +64.9
Total 304.51 582.82 +91.4

Source: the authors’ calculations based on the Central Statistical Bureau of Latvia 2021.

These results correspond with the European Commission Employment, Social
Affairs and Inclusion unit’s research “Demography and Inequality”, where is argued
that “income inequality in Europe is sensitive to population ageing, since the elderly
face high poverty risks and represent a growing share of the population” (European
Commission 2013).

Latvian researcher A. Grinfelde in her Doctoral Thesis “Life Quality of Pensioners
in Latvian Regions” argued that “pensioners’ perceptions of a good life in Latvia are
mainly associated with material provision, good health and good relationships with
the closest people: family members, friends and neighbours” (Grinfelde 2010). She
also found that the poorest Latvian pensioners live in Latgale region and Vidzeme
region. Four out of ten pensioners in Vidzeme region and five out of ten pensioners in
Latgale region cannot afford one of the following goods: telephone, colour TV, washing
machine, and car. More than a half of pensioners in Vidzeme region (54.8%) and
Latgale region (59.7%) live in inadequate or not well-facilitated lodging, comparing
to Pieriga region, where pensioners are twice less unsatisfied with housing condition.
Material unsafety is intensified by the fact that 92% of those living in Latgale region
and Vidzeme region barely can “make the ends meet” (Grinfelde 2010).

All aforementioned research findings and statistical data are about economic dispa-
rities between older people and the rest of the population as well as spatial disparities
among older people, and not about economic inequality among older persons them-
selves. The only study the authors have found on economic inequality in the 65+ age
group versus economic inequality in the general population is the OECD research
“Preventing Ageing Inequality”, which examined how population ageing and rising
inequalities in OECD countries have been developing and interacting, both within
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and across generations (OECD 2017). Key findings of this study in relation to the

issue investigated in this article are as follows (OECD 2017):

® income inequality has been rising from one generation to the next at the same age
in two-thirds of countries, in particular among younger groups for which inequality
is nowadays much higher than for the older people;

® on average, about two-thirds of lifetime earnings inequality passes on to pension
inequality — from less than 25% for many Anglo-Saxon countries to more than
85% in about one-third of OECD countries;

e low-earners tend to have a lower life expectancy than high earners and this reduces
further their total pensions by about 13%. Raising the retirement age tends to
widen inequality in total pensions between low and high earners, but the impact
is small;

e annual pension payments to the over-65s are about 27% lower for women on
average, and old-age poverty is much higher among women than among men;

® income inequality among those older than 65 years varies widely across countries.
This study is aimed to investigate economic inequality among older people in the

European Union based on empirical data. The novelty of this study is a scientifically

based conceptual understanding of economic inequality among people, which [econo-

mic inequality] is broader than just income inequality.

Conceptual understanding of economic inequality among people

In the authors’ opinion, the conceptual understanding of economic inequality
among people includes, first of all, an empirical interpretation of this concept, which
makes it possible to practically measure and investigate this phenomenon. In the scien-
tific literature, the authors managed to identify three main approaches to the conceptual
understanding of what economic inequality among people is:

1) income-wealth approach (Stewart 1939; Piketty, Zucman 2014; Piketti 2015;

World Inequality Database (WID) 2021);

2) resource-capital approach (Tikhonova 2006; Boronenko, Drezgic 2014; Mensikovs

et al. 2020);

3) capability approach (Haq 1990; Sen 1985, 1992, 1997; Nussbaum 2003; Anand,

Hees 2006; Nambiar 2013; Anand 2014; Robeyns 2020).

Income-wealth approach. The authors suppose that the first common association
that arises when mentioning economic inequality among people is income inequality.
But back in 1939, Ch. Stewart in the proceedings of the Conference on Research in
National Income and Wealth “Studies in Income and Wealth” stressed that “national
income and its distribution have thus far proved both more susceptible of measurement
and more useful in economic analysis than national wealth and its distribution. But it
seems that estimates of wealth, and its distribution by size classes, would prove of sub-
stantial independent value for economic analysis” (Stewart 1939).

The modern French economist T. Piketty has developeda methodology for inequality
studies based on the idea of significance of wealth (capital, property — Piketti 2015)
for assessing economic inequality among people. He outlined that income inequality
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in all societies results from a combination of two components: first, inequality in
labor (pension) income, and second, inequality in capital (property) income (Piketti
2015). The more unequally each of these components is distributed, the higher the
overall inequality. “The third determinant factor is the relationship between these
two categories: do people with high labor incomes also receive high capital incomes?
The stronger this relationship, expressed in a statistical ratio, the higher the inequality,
all other conditions being equal” (Piketti 2015). The following figure presents the
scheme of the conceptual understanding of economic inequality among people within
the income-wealth approach.

Figure 1
Conceptual understanding of economic inequality among people
within the income-wealth approach

Components of
economic inequality
among people

A

Inequality in Statistical Inequality in
labor (pension) relationship between capital (property)
income labor income and income

capital income

Source: elaborated by the authors based on Piketti 2015.

When investigating economic inequality, it is necessary to distinguish between
these components (Figure 1) — both for normative and moral reasons (the issue of
justifying inequality is posed in completely different ways when it comes to labor
income, inheritance and return on capital), and because evolution in these aspects is
determined by various economic, social and political mechanisms. When it comes to
inequality in labor income, the acting mechanisms include supply and demand for
qualifications, the state of the education system, and various normative acts and institu-
tions that affect the functioning of the labor market and the formation of wages. When
it comes to inequality in capital income, the key processes are the policy of savings
and investment, the normative acts regulating the transfer and inheritance of property,
the functioning of the financial and real estate markets. Very often, the statistics on
inequality that economists use and which are referred to in public debate are generalized
indicators, such as the Gini index, mixing together very different things, as a result of
which it becomes impossible to clearly distinguish between the operating mechanisms
and various facets of inequality (Piketti 2015).

One of the most important patterns that can be noted when measuring economic
inequality is that inequality in capital (property) income is always much stronger than
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inequality in labor (pension) income (Piketii 2015). Ownership of capital and the
income that flows from capital is much more concentrated than labor income (Piketty,
Zucman 2014).

The same income-wealth terminology uses the World Inequality Database (WID),
measuring income inequality, wealth inequality as well as wealth-income ratio among
all ages people for the world’s countries and regions (World Inequality Database
(WID) 2021). For example, wealth-income ratio for all ages in Germany increased’
from 286.92 in 1960 to 489.92 in 2018, and in France — from 333.49 in 1960 to
597.31in 2018 (World Inequality Database (WID) 2021).

Thus, the income-wealth approach makes it possible to empirically interpret econo-
mic inequality among people as, firstly, inequality of labor (pension) income, and
secondly, inequality of wealth, that is, income from capital (property), which [income
and wealth] are interconnected (character of this interconnection is the third determi-
nant factor of economic inequality among people).

Resource-capital approach. The next approach to conceptual understanding of
the economic inequality among people is the resource-capital approach (Tikhonova
2006; Boronenko, Drezgic 2014; Mensikovs et al. 2020), which is based on the fol-
lowing methodological path: resources available for the people and households can
be transformed into capital as a result of its activation and capitalization that, in its
turn, can give the person socially economic benefit, i.e. a resource becomes a capital.
The application of the resource approach can be found in studies of different social
sciences, sometimes revealing innovative resources or innovative forms of its activation
and capitalization. Regional economics researchers used the resource approach in
their studies (results of which have been published in this journal, proving that economic
determinants of unequal competitiveness and development sustainability of territories
are, firstly, resources available at the territory, and, secondly, ability of the territorial
agents to transform them into territory capital) (Boronenko, Drezgic 2014).

One of the co-author of this article used the resource-capital approach in her
previous team study (with colleagues from the Daugavpils University), applying
this approach to measuring poverty of people based on the empirical data collected in
one of the peripheral regions of Latvia — Latgale region (Mensikovs et al. 2020). As
the result of this study three typological groups of the poor — “resource-poor”, “func-
tional-poor” and “resource-functional poor” — were identified. The first group, according
to the logic of the resource-based approach, may include those people who have
insufficient resources as such, whereas the second (most interesting for analysis) group
includes people whose cause of poverty is not the lack of resources as such, but rather
a low level of their capitalization. In turn, the third group of the poor — the “resource-
functional poor” —may include those people whose lack of resources as such is accom-
panied by a low level of their capitalization. The results of the empirical analysis on
the example of Latgale region of Latvia showed that the “resource-poor” make up

! The wealth-income ratio increases, by definition, when the rate of return on capital (assuming
the return is fully reinvested) is greater than the rate of growth of the economy (Piketty, Zucman
2014).
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74.2% of the total poor population of the region, and the “functional-poor” — 5.4%.
Every fifth (20.4%) resident of Latgale region, acknowledged to be poor, suffers
from a double burden of poverty: resource and functional one.

The scheme of the process of economic resources’ capitalization and the corres-
ponding measurements is presented in the following figure.

Figure 2
Scheme of the process of converting economic resources
into the economic capital

Economic resources people Economic capital, i.e.

Economic resources’ .
economic resources that

have at their disposal:
the presence of economic
resources (income,
property, financial savings)
is measured

activation, i.c. their

,| practical use: the degree
>

of economic resources’
capitalization is measured

provide socio-economic
returns: the amount of
economic capital is
measured

Source: elaborated by the authors based on Menshikov 2008, 2011; Mensikovs 2009;
Men’shikov, Vanags 2011; Boronenko, Drezgic 2014; Mensikovs et al. 2020.

Thus, the resource-capital approach makes ir possible to empirically interpret
economic inequality among people as, firstly, resource inequality, and secondly, capital
inequality caused by both resource inequality and inequality of abilities and / or oppor-
tunities to capitalize available resources.

Capability approach. The last analyzed methodological approach to conceptual
understanding of the economic inequality among people (which is partly related to
the previous one in terms of abilities and / or opportunities to capitalize available
resources) is the capability approach suggested by A. Sen, an Indian economist and
philosopher, who since 1972 has been taught and worked in the United Kingdom and
the United States. A. Sen promoted the methodological transition “from income inequ-
ality to economic inequality” (Sen 1997) in the framework of inequality studies, concep-
tually understanding economic inequality through inequality of capability.

The capability approach is a theoretical framework that entails two normative
claims: first, the claim that the freedom to achieve well-being is of primary moral
importance and, second, that well-being should be understood in terms of people’s
capabilities and functionings. Capabilities are the doings and beings that people can
achieve if they so choose, such as being well-nourished, getting married, being educated,
and travelling; functionings are capabilities that have been realized (Robeyns 2020).
Whether someone can convert a set of means — resources and public goods — into a
functioning (i.e. whether he/she has a particular capability) crucially depends on certain
personal, sociopolitical and environmental conditions, which, in the capability litera-
ture, are called ‘conversion factors’ (Sen 1992; Nussbaum 2003; Nambiar 2013).

The measurement of capabilities was, in the early days, thought to be a particular
barrier to the implementation and use of the approach (Sen 1985). However, in 1990,
the UN Human Development report published possible capability measurement tool



106 Socialo Zinatnu Vestnesis 2021 1

focused on health, education and income, which were equally weighted to generate
the Human Development Index (HDI). The HDI is a summary measure of average
achievement in key dimensions of human development: a long and healthy life, being
knowledgeable and have a decent standard of living (Figure 2).

Figure 2
The structure of the Human Development Index
Human Development . .o
Index (HDI) DIMENSIONS  Long and healthy life Knowledge A decent standard of living
INDICATORS Life expectancy at birth Expected years Mean years GNI per capita (PPP §)
of schooling | of schooling
DIMENSION Life expectancy index Education index GNI index

BTN e

Human Development Index (HDI)

Source: UNDP 2021.

The Human Development Index was elaborated in 1990 by a Pakistani economist
M. ul Haq in order to emphasize that people capabilities to obtain the desired level of
health, education and income should be the ultimate criteria for assessing inequality
(including economic) among people, not economic indicators alone (Haq 1990). At
the same time, and subsequently, researchers recognizing that these three areas covered
only certain elements of life quality have sought to develop more comprehensive
capability measures. A major project in this area has been the ‘capabilities measurement
project’ in which P. Anand has led teams of philosophers, economists and social scientists.
The project dealt with the implementation of the capability approach, with particular
emphasis on the key concepts developed in A. Sen (Sen 1985), as well as on further
work with the content of the approach (Anand, Hees 2006; Anand 2014).

Sometimes researchers and organizations combine some of three aforementioned
approaches to conceptual understanding of the economic inequality among people.
For example, IZA World of Labor, an online platform that provides analytical materials
for politicians, journalists, academics and society, defines economic inequality among
people as the unequal distribution of income and opportunities between different
groups of society (IZA World of Labor 2021), which is a combination of the income-
wealth approach (in terms of income) and the capability approach. R. Dworkin in his
study “What is Equality?” analyzed both equality of wealth (Dworkin 1981a) and
equality of resources (Dworkin 1981b), combining the income-wealth approach (in
terms of wealth) and the resource-capital approach (in terms of resources).

In fact, for empirical investigation of economic inequality among older people,
the biggest challenge is not which of these three methodological approaches (or a
combination of them) is more appropriate to apply to a more complete research on
the above issue. The bigger problem is what statistics researchers can find on which
empirical measures of economic inequality contained in all three approaches (especially
in relation to the age group of older people). Thus, in their further empirical research
within this article, the authors will try to empirically assess economic inequality among
older people in the European Union, based on the available statistical or reliable socio-
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logical data (for the 65+ age group) according to any of the empirical criteria included

in the methodological approaches analyzed above:

e income, wealth (income-wealth approach);

® economic resources, economic capital (resource-capital approach);

e  Human Development Index, including health, education, income (capability
approach).

Empirical assessment of the economic inequality
among older people in the European Union

The authors will conduct an empirical assessment of economic inequality among
older people in the European Union to test one of the key findings of the OECD study
“Preventing Ageing Inequality”, that economic inequality among younger people is
nowadays much higher than for the older ones (OECD 2017). On the other hand, as
mentioned in the introduction to this article, R. Jolly argues: “inequalities accrue and
get reinforced over a person’slife” (Jolly 2014). Thus, the main empirical goal of the
authors within this study is to find an evidence-based answer to the following research
question: in the European Union, how great is the economic inequality among older
people compared to the economic inequality among the population of other age groups,
i.e. is economic inequality a distinctive feature of the 65+ age group or is it common
to the EU population as a whole, regardless of age?

OECD study “Preventing Ageing Inequality” provides statistics on Gini coefficient
of disposable income inequality in OECD countries for the general population, as
well as the 65+ age group, which will definitely help the authors answer the above
research question — at least for income dimension of economic inequality among people.

Table 2
Gini coefficient of disposable income inequality in some EU countries,
the general population and the 65+ age group, 2014

Gini coefficient of Difference between
Countries* disposable income inequality Gini coefficient .
for the general for the 65+ for the general population
population age group and for the 65+ age group
1 2 3 4

Denmark 0.254 0.225 0.029
Slovenia 0.255 0.258 -0.003
Finland 0.257 0.244 0.013
Czech Republic 0.262 0.190 0.072
Belgium 0.268 0.228 0.040
Slovak Republic 0.269 0.197 0.072
Austria 0.280 0.275 0.005
Sweden 0.281 0.271 0.010

Sequel to Table 2 see on the next page
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Sequel to Table 2

1 2 3 4
Luxembourg 0.281 0.253 0.028
Netherlands 0.283 0.235 0.048
Hungary 0.288 0.228 0.060
Germany 0.292 0.260 0.032
France 0.294 0.297 -0.003
Poland 0.300 0.253 0.047
Ireland 0.309 0.282 0.027
Italy 0.325 0.297 0.028
Portugal 0.342 0.323 0.019
Greece 0.343 0.271 0.072
Spain 0.346 0.290 0.056
Latvia 0.352 0.308 0.044
United Kingdom 0.358 0.322 0.036
Estonia 0.361 0.269 0.092
Correlation™* between the Gini coefficient of disposable r=0.347, p = 0.002

income inequality for the general population (Column 1)
and the difference between Gini coefficient for the general
population and for the 65+ age group (Column 3)

* Countries are ranked in ascending order according to the Gini coefficient of disposable
income inequality for the general population.

** Despite the fact that theoretically the correlation analysis shows not the dependency of
one variable on another, but their two-way interdependency (Biuiul’, Tsefel’ 20035), in this
case the result will be logically interpreted as one-way dependency, since the Gini coefficient of
disposable income inequality for the general population (Column 1) is a given (factorial) variable,
but the difference between Gini coefficient for the general population and for the 65+ age
group (Column 3) is potentially dependent variable.

Source: elaborated by the authors based on OECD 2017; OECD.org 2021.

According to the data of Table 2, only in two of 22 countries of the EU-28 analyzed
in the OECD study (in France and in Slovenia) the disposable income inequality
within the 65+ age group exceeds income inequality within the general population.
Based on this evidence it can be preliminary concluded that the economic inequality
among older people in the European Union is lower (excluding only some countries)
compared to the average indicator of economic inequality among the EU population —
at least for income dimension of economic inequality. In turn, the results of the corre-
lation analysis showed that there is a weak but statistically significant direct relationship
between the Gini coefficient of disposable income inequality for the general population
and the difference between this coefficient for the general population and for the 65+
age group (Table 2). This means: the higher the disposable income inequality within
the general population in a particular country, the more it is smoothed out (probably
with the help of the social insurance system) for the 65+ age group. In other words, in
the EU countries with the higher level of income inequality for the general population,
older people stand out more against the background of the entire population of the



J. Kudins, 1. Kokina. Economic inequality among older people in the European Union 109

country by their relative equality in incomes? than in countries with a relatively low
level of income inequality for the general population.

At the same time, in support of one of the key findings of the OECD study “Pre-
venting Aging Inequality”(OECD 2017), the data of Table 2 show that the level of
income inequality in the 65+ age group does indeed vary widely across the 22 countries
of the European Union: from 0.190 in the Czech Republic to 0.323 in Portugal (the
difference between the minimum and maximum values is 0.133). In turn, the level of
income inequality for the entire population of these countries varies slightly less — from
0.254 in Denmark to 0.361 in Estonia (the difference between the minimum and
maximum value is 0.107).

As outlined within income-wealth approach to conceptual understanding of
economic inequality among people, “household income provides a partial view of the
economic resources available to support people’s consumption: it is also important to
consider household wealth. Households can use wealth to consume more than their
income, or may consume less than their income and add to their wealth. Wealth allows
individuals to smooth consumption over time and to protect them from unexpected
changes inincome. Households with reserves of wealth can also use them to generate
capital income and to support a higher standard of living. While some wealth is held
in assets that are not easily converted into moneys, its existence may allow people to
borrow to finance expenditures, e.g. for house extensions, motor vehicle purchases,
and so on” (Balestra, Tonkin 2018).

One of the key findings of the research by C. Balestra and R. Tonkin on inequalities
in household wealth across OECD countries is that “levels of net wealth are strongly
linked to people’s life cycle, as wealth is built up over the course of working life and
then reduced in retirement. Across the countries covered by the OECD Wealth Distri-
bution Database, average household net wealth is highest amongst households where
the head is aged between 55 and 64. Typically, this group is made up of people who
are approaching, but not yet in retirement” (Balestra, Tonkin 2018). Although this
finding does not refer to wealth inequality among older people, but rather confirms
the assumption by T. Piketty that “on average, older people are richer than younger
ones” (Piketti 2015).

In turn, regarding the subject of this research, T. Piketty argues (based on data of
the World Inequality Database — World Inequality Database (WID) 2021) that “the
concentration of property is almost as high within each age group as among the
general population. In other words, contrary to popular belief, the war of age groups
did not replace the war of social classes” (Piketti 2015). Since the authors have no
other data on inequality in wealth among older people compared to the general popu-
lation of the EU than those used by T. Piketty, the authors will answer a research
question on economic inequality among older people in the European Union in compa-
rison with the average indicator of economic inequality among the EU population in
terms of wealth, based on the position of T. Piketty about the similarity of the concen-
tration of wealth within each age group (Piketty 2015). Thus, in the European Union,

2 Figuratively speaking, no matter how well you earn during your working career, in retirement
years you will still be pretty much the same as everyone else’s.
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economic inequality in terms of wealth is not a distinctive feature of the 65+ age
group, but characterizes all age groups of the EU population.

However, the authors have sociological data on economic resources and economic
capital of people, which [data] can be used within the next methodological approach
to conceptual understanding of the economic inequality among people — resource-
capital approach. The only limitation of this data is that they reflect the situation in
just one country of the European Union — Latvia (in particular, Latgale region of Latvia,
n = 798 respondents). At the same time, the great advantage of this data is that they
relate to both economic resources and economic capital, and it is possible to compare
the subsample of the 65+ age group (n = 63 persons) with the rest of the respondents
who belong to the 18-64 age group (n = 735 persons).

The list of economic resources, which includes real estate or movable property,
financial savings and income (business, salary, social transfers, etc.) and refers to income-
wealth approach, is developed by V. Menshikov, the sociologist of the Daugavpils
University (Latvia) (Menshikov 2008, 2011; Mensikovs 2009), based on P. Bourdieu
works (Bourdieu 1986). According to this methodology, which underlies the compila-
tion of the sociological survey questionnaire (Daugavpils University 2017), the economic
resources that are not only available to a respondent, but also bring him/her monetary
income (in case of two first economic resources), social status or moral satisfaction as
a result of resources’ activation (using), are capitalized resources. In turn, capitalized
economic resources all together constitute the economic capital of the respondent.

The following figure provides a visualized comparison of distributions of various
economic resources in the 65+ age groupcompared to the 18-64 age group.

Figure 3
Distribution of various economic resources in the 65+ age group
compared to the 18-64 age group, %, n = 798 persons,
Latgale region of Latvia, 2017
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The 18-64 age group (n = 735 persons) The 65+ age group (n = 63 persons)

M Real estate or movable property Financial savings  EIncome

Source: elaborated by the authors based on Daugavpils University 2017.
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As the data in Figure 3 show, the pattern of the distribution of various economic
resources in the 65+ age group is similar compared to the 18-64 age group. In both
age groups, the main economic resource available to respondents is income, followed
by real estate or movable property, then monetary savings.

The following figure provides a visualized comparison of distributions of economic
resources’ amount in the 65+ age group compared to the 18-64 age group.

Figure 4
Distribution of economic resources’ amount in the 65+ age group
compared to the 18-64 age group, %, n = 798 persons,
Latgale region of Latvia, 2017

The 18-64 age group (n = 735 persons) 20,7 85 18,6

The 65+ age group (n = 63 persons) 28,6 22,2

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

W No economic resources M One economic resource Two economic resources Three economic resources

Source: elaborated by the authors based on Daugavpils University 2017.

As the data in Figure 4 show, the pattern of distribution of economic resources’
amount in the 65+ age group, as in the previous case of various economic resources
(Figure 3), is similar compared to the 18-64 age group. In both age groups, the most
typical situation is when the respondent has at his/her disposal 1-2 economic resources,
and in each age group about 20% of the respondents do not have any economic
resources (that is, they are economically dependent on other people).

Since the visualized data do not provide a statistically correct answer for the
research question, the authors also use Mann-Whitney U test to define the statistical
significance of differences in the intragroup distributions of economic resources across
age groups of 18—-64 and 65+.
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Table 3
Comparison of the intragroup distributions of
economic resources across age groups of 18-64 and 65+,
independent-samples Mann-Whitney U test, n = 798 persons,
Latgale region of Latvia, 2017

Conclusion on the statistical
significance* of differences
in the intragroup distributions of
€CONOMmIC resources across age groups

The distribution of real estate and
movable property is the same across age
groups
The distribution of monetary savings is

Statistical significance

Economic resources of difference between
age groups, p-value

Real estate and . p=0412
movable properties

Monetary savings p=0.786

the same across age groups
Income (business, - 0.641 The distribution of income is the same
salary, social transfers) p="0 across age groups

* The significance level is 0.05.

Source: elaborated by the authors based on Daugavpils University 2017.

As the data of statistical analysis show, the distribution of various economic resources
(not the average amount of various resources, but the nature of their distribution —
that is, the level of economic inequality in terms of resources) does not statistically
differ between the 65+ age group and the rest of the respondents (Table 3).

After the analysis of economic resources, the authors will analyze corresponding
types of economic capital, which are capitalized resources, i.e. economic resources
that are not only available to a respondent, but also bring him/her monetary income
(in case of two first economic resources), social status or moral satisfaction as a result
of resources’ activation (using). In the framework of this study, a capitalized resource,
i.e. capital, was empirically interpreted as one that brings the respondent at least one
of the benefits: income, social status or moral satisfaction.

The following figure provides a visualized comparison of distributions of various
types of economic capital in the 65+ age group compared to the 18-64 age group.
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Figure §
Distribution of various types of economic capital” in the 65+ age group
compared to the 18-64 age group, %, n = 798 persons,
Latgale region of Latvia, 2017
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* Capitalized resources, i.e. economic resources that are not only available to a respondent,
but also bring him/her monetary income (in case of two first economic resources), social status
or moral satisfaction as a result of resouces’ activation (using).

Source: elaborated by the authors based on Daugavpils University 2017.

As the data in Figure 5 show, the pattern of the distribution of various types of
economic capital in the 65+ age group is similar compared to the 18-64 age group. In
both age groups, the main type of economic capital is income, followed by real estate
or movable property, then monetary savings.

The following figure provides a visualized comparison of distributions of economic
capital’s amount in the 65+ age group compared to the 18-64 age group.
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Figure 6
Distribution of economic capital’s* amount in the 65+ age group
compared to the 18-64 age group, %, n = 798 persons,
Latgale region of Latvia, 2017

The 18-64 age group (n = 735 persons) 29,1 16,5

The 65+ age group (n = 63 persons) 31,7 28,6 14,3

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

W No economic capital M One type of economic capital

Two types of economic capital Three types of economic capital

* Capitalized resources, i.e. economic resources that are not only available to a respondent,
but also bring him/her monetary income (in case of two first economic resources), social status
or moral satisfaction as a result of resouces’ activation (using).

Source: elaborated by the authors based on Daugavpils University 2017.

As the data in Figure 6 show, the pattern of distribution of economic capital’s
amount in the 65+ age group, as in the previous case of various types of economic
capital (Figure 5), is similar compared to the 18-64 age group. In both age groups,
the most typical situation is when the respondent has at his/her disposal 1-2 types of
economic capital, and in each age group about 30% of the respondents do not have
any type of economic capital (which is about 10% more than in the case of economic
resources).

Since the visualized data do not provide a statistically correct answer for the
research question, the authors also use Mann-Whitney U test to define the statistical
significance of differences in the intragroup distributions of economic capital across
age groups of 18—-64 and 65+.
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Table 4
Comparison of the intragroup distributions of
economic capital across age groups of 18-64 and 65+,
independent-samples Mann-Whitney U test, n = 798 persons,
Latgale region of Latvia, 2017

Conclusion on the statistical
significance** of differences
in the intragroup distributions of
economic capital across age groups

Statistical significance
of difference between
age groups, p-value

Types of
economic capital®

The distribution of real estate and
p=0.618 movable property is the same across age
groups
The distribution of monetary savings is

Real estate and
movable properties

Monetary savings p =0.446 the same across age groups
Income (business, 0650 The distribution of income is the same
salary, social transfers) p=0 across age groups

* Capitalized resources, i.e. economic resources that are not only available to a respondent,
but also bring him/her monetary income (in case of two first economic resources), social status
or moral satisfaction as a result of resouces’ activation (using).

** The significance level is 0.05.

Source: elaborated by the authors based on Daugavpils University 2017.

As the data of statistical analysis show, the distribution of various types of economic
capital (not the average amount of various types of capital, but the nature of their
distribution — that is, the level of economic inequality in terms of capital) does not
statistically differ between the 65+ age group and the rest of the respondents (Table 4).

As shown in the scheme of the process of converting economic resources into
economic capital (Figure 2), within the resource-capital approach to the conceptual
understanding of economic inequality among people, the degree of economic resources’
capitalization is also measured. It may happen that the distribution of the degree of
economic resources’ capitalization in the 65+ age group differs from the 18-64 age
group, and this may determine the fact that in the 65+ age group there are slightly
more of those who lack any economic capital (31.7% versus 26.0% in the 18-64 age
group — Figure 6).

The degree of economic resources’ capitalization is calculated using the following
formula:

DEGREE of capitalization =
= amount of economic capital / amount of economic resources (1)

The following table provides a comparison of the degree of economic resources’
capitalization between the 65+ and the 18-64 age groups, as well as the statistical
significance of differences in the degree of economic resources’ capitalization across
age groups of 18-64 and 65+.
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Table §
Comparison of the degree of economic resources’ capitalization
across age groups of 18-64 and 65+, n = 798 persons,
Latgale region of Latvia, 2017

The degree of economic The 18-64 age group The 65+ age group
resources’ capitalization* (n = 735 persons) (n = 63 persons)
0.00 5.3% 11.2%
0.33 0.3% 0.0%
0.50 5.8% 4.8%
0.67 1.9% 6.3%
1.00 66.0% 57.1%
?To ecoporpic resources 20.7% 20.6%
or capitalization
Total 100.0% 100.0%
Statistical significance of differences The distribution of the
in the degree of economic resources’ p = 0.048%* degree of economic resour-
capitalization across age groups of ’ ces’ capitalization is not
18-64 and 65+, Mann-Whitney U test the same across age groups

* On a scale from 0 (the respondent has no capitalized economic resources) to 1 (all economic
resources at the respondent’s disposal are capitalized).

** The significance level is 0.05.

Source: elaborated by the authors based on Daugavpils University 2017.

The results of Mann-Whitney U test show that there is a statistically significant
difference between the 65+ age group and the rest of the respondents (although the
p-value is very close to the 0.05 threshold — Table 5), indicating that the degree of
economic resources’ capitalization among older people and the rest of the respon-
dents are distributed differently. The nature of these differences is also seen from
the data in Table 5: among the older people there are 2 times more than among the
rest of the respondents (11.2% versus 5.3%) of those who have not been able to
capitalize the economic resources at their disposal. Accordingly, among older people
there are comparatively fewer than among the rest of the respondents (57.1% versus
66.0%), those who have managed to capitalize all the economic resources at their
disposal.

Thus, the results of applying the resource-capital approach to the analysis of
sociological data showed that in spite of the absence of statistically significant differ-
ences in the distributions of economic resources and economic capital across age groups
of respondents, there is a statistically significant difference in the distribution of
capability of younger and older people to convert economic resources into capital
(that brings either material income, or social status, or moral satisfaction). In terms of
the capability to capitalize economic resources, inequality among older people is
statistically significantly higher than inequality among younger respondents.

In turn, the authors were unable to find data on the distribution in the European
Union by age groups of such components of the Human Development Index as health
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and education, which, according to the capability approach, strongly influence the
economic component of inequality among people. Nevertheless, the economic compo-
nent of inequality among older people, in the authors’ opinion, has been investigated
in sufficient detail within this study, although using rather limited data.

Conclusions

The uniqueness of this study lies in the fact that the authors did not investigate
the economic performance of older people in comparison with other age groups or
the general population (there are many studies devoted to this), but they investigated
economic inequality among older people versus economic inequality in other age
groups / in the general population (subject to data availability).

Theoretically, economic inequality tends to be accumulated over life and should
be stronger among older people than younger people or the general population. Never-
theless, the analysis of statistical and sociological data for the EU countries in the
framework of various complementary methodological approaches to the conceptual
understanding of economic inequality among people made it possible for the authors
to conclude that both income and wealth are distributed among older people as
unequally as this also occurs in other age groups of the population. The only statistically
significant difference that the authors managed to identify concerns the capability to
convert the economic resources at the disposal of people into economic capital: among
older people there is more inequality in the degree of capitalization of economic resources
than among younger people.

Thus, in the European Union, economic inequality (except for only one aspect) is
not a distinctive feature of the age group of older people, but is practically the same as
in other age groups or in the general population. Empirical evidence suggests that
economic inequality is not accumulated over the course of a lifetime, but rather carries
over from one period of life to another. Nevertheless, over the course of life, to a
certain extent, the inability (or impossibility for various reasons) to capitalize economic
resources, i.e. to convert them into economic capital is aggravated / accumulated.
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