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What policies and interventions have 

been strongly associated with changes 

in in-country income inequality? 

A systematic review
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Search strategy

Our search terms are combined using the basic formula A + (B W/n C)
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Stage I (mapping): how much evidence is out there?

Number of 
studies 

identified, by 
type of policy 

and study 
design
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Stage II (synthesis): does government spending 
affect income inequality?   

• In our colloquium paper, we present a meta-regression analysis of the results 

from a sub-set of studies in our review: econometric studies looking at the effects 

of government spending on income inequality at the national level.

• These studies all include regressions of the form: 

• We identified 87 studies of this type, containing 987 estimates of the effect of a 

measure of government spending on a measure of income inequality.
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I is a measure of income inequality
X is a measure of government spending
Z is a vector of other explanatory variables
e is an error term. 
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Theory and existing evidence

• It is widely argued that government spending on transfers (e.g. social pensions, cash transfers) 
can reduce inequality in household disposable income, but the effect depends crucially on how 
well transfers are targeted (Chu et al 2000, Goni et al 2011, Lustig 2015)

• It is also argued that government spending on health and education can reduce inequality in 
household market income, although again depending on targeting and possibly with a long time-
lag (e.g. Tanzi 1974, Alesina 1998, Chu et al 2000, Davoodi et al 2003)

• The financing of spending (e.g. taxation or inflation) can also affect income inequality 

• There is also a possibility of reverse causation: countries with higher levels of inequality may 
engage in more redistributive activity, for political economy reasons (Meltzer and Richard 1981, 
Alesina and Rodrik 1994, Persson and Tabellini 1994). 

• The results from the econometric literature are inconclusive: e.g. Dollar and Kraay (2002), Dollar 
et al (2013) vs. Martinez Vazquez et al (2012), Claus et al (2012)
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MRA approach

• Following Abdullah, Doucouliagos and Manning (2013), we estimate a regression 

of the form:

• We rely mainly on WLS with cluster-adjusted standard errors, plus robustness 

checks for different weighting approaches and use of Fisher z transformations 

• We also run regressions with and without outliers, and perform both pooled and 

sub-group analysis (e.g. for different types of spending)

1 0r Z SEij k ki ij ij      

r is the partial correlation coefficient (PCC)
SE is the standard error of the PCC 
Z is a vector of moderator variables
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Number of studies 87

Number of estimates 987

Distribution of results

Positive 521

Of which statistically significant 243

Negative 466

Of which statistically significant 180 0
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Moderator variables (I)
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Moderator variables (II)
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MRA results (I): publication bias?

• We find evidence of publication bias

• It appears that negative estimates of the relationship between government 

spending and inequality are being under-reported in the literature 
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Results (II): significant moderator variables

• The estimated effect of government spending on inequality appears to depend 
on both the control variables and estimation method used

• The measure of inequality also makes a difference, as does the type of spending
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Results (III): does spending affect inequality? 

• We address this question by choosing a particular combination of moderator 
variables, setting SE=0 and calculating the predicted value of r

• The results suggest the answer depends on the type of spending and on the 
inequality measure
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Discussion, limitations, implications

• What might be driving publication bias in this case? 

• How to control for the quality of studies (risk of bias)? 

• Evidence for OECD countries not included in our study 

• Priorities for future research? Are there major gaps in the literature? 
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