An ARDL approach for income inequality:
Case studies for France, Greece, UK and USA

for the cases of France, Greece, UK and
USA using the bounds test for cointegration
proposed by Pesaran et al. (2001).
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| The unit-root tests suggested that the 19%tis

N ,, France | Greece for both UK and USA are trend stationary

and thus 1(0). So, we knew In advance that a

o o e o | rejection of the Null would be a degenerate
Counfries [ Greeco i Fronos — e . .- . relationship rather than a cointegrating one.

However, we do continue with the test In

order to have a better understanding on how
the test behaves under situations like this.
For the case of USA, the test rejected the
Null and as expected, the result was that
the relationship Is a degenerate one.

1% Top Income Share
o
S

» UK: The well specified model can not reject
the Null hypothesis that a long-run relationship

doesn’t exist and so the test is inconclusive. In addition, for the case of UK the test is

Inconclusive and so we are not able to
) suggest the existence of a long-run
B relationship. This case could be tricky
) because a not well specified model leads to

rejecting the Null but one has to notice that
this Is a degenerate relationship.
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Imposed in the long-run equation (Case Il
and 1V) and when they are not (Case I, Il

nd V). .
and V) S — » USA: The test concludes for the existence of a

long-run relationship. But the following graph
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