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The Welfare Impact of Price Changes on Household Welfare and Inequality 1999-2010
by Jason Loughrey, Cathal O'Donoghue

(May 2011)

forthcoming in: Economic and Social Review, 2011

Abstract:

This paper provides a single welfare measure to show the effects of consumer price changes upon
households in Ireland between 1999 and 2010. This measure combines an efficiency component using
a Linear Expenditure System (LES) and an equity component using the Atkinson Social Welfare
Function. The efficiency component includes the behavioural response to price changes for non-
subsistence expenditures thereby producing a Cost of Living Index. The Atkinson Index of Inequality
produces an inequality measure and this is combined with the Cost of Living Index to produce an
overall welfare measure. This extends upon the existing Irish literature on this issue by accounting for
this broader set of components. The results show that changes in the cost of living have differed
substantially between households both in terms of demographics and the position of the household in
the income distribution and that behavioural response can potentially improve the welfare position of
households in response to price changes in most years.

Text: See Discussion Paper No. 5717 'ﬁ
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