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RECONSTRUCTING INCOME STRATA IMPLICIT COALITIONS
IN THE EU AND EFTA COUNTRIES

The article, which aims to conduct a multi-criteria cluster analysis to classify countries by income distribution,
growth, and implicit income coalition composition, allowed us to reconstruct implicit income coalitions that have bene-
fited relatively more from economic growth. It also provided methodological advances by calculating right-wing policy
indices and a centrist policy index to assess the actual social and economic policy regimes in advanced European econ-
omies. The highest right-wing policy indices were recorded in Bulgaria, the Netherlands, Poland, and Romania. The most
left-wing policies were in Hungary, Greece, and Lithuania. The most centrist policies were recorded in Belgium, Croatia,
and Slovakia. The highest policy polarization in favor of the richest and the poorest strata was identified in Germany and
Italy. The type of policy implemented was found to have no significant impact on overall economic growth. On average,
the strata in the coalition had 8 percentage points higher income growth over the analyzed 4-year period (2015-2019).
This difference was generally larger in fast-growing economies. But the high correlation between the growth of coalition
members and outsiders showed that outsiders also benefited significantly from economic growth, albeit to a lesser extent.
With the exception of four countries outside the eurozone (Switzerland, Sweden, Norway, and Poland), economic growth
was quite inclusive for outsiders and the poorest. A cluster analysis using several criteria allowed us to classify countries
by income distribution, growth, and the implicit composition of the income coalition.

Key words: income distribution, European countries, coalitions, economic policy, social policy, inequality, deciles,
income growth, EU, EFTA, cluster analysis, economic growth, poverty, inclusion, inclusivedevelopment

PEKOHCTPYKLIA HEABUX KOANILIA 3A J,OXOA0M
Y KPATHAX €EC TA EABT

Cmammas, mema AKoi noaazac y npogedeHHi KiacmepHo20 ananizy 3a 3anponoHO8AHUMY KPUMEPIAMU 3 Memoto oyi-
numu i kracugixyeamu kpainu €C i €ABT na npeomem po3nodiny 00xo0i8, 3p0CMAHHA MA HEABHO20 CKAAQY Koaliyil
8epcme 00x00i8, 0036014 PEKOHCMPYIO8AMU HESBHI KOANIYIL 6epcme 00X0018, AKI OMPUMALU CYMMEGY U 8i04YMHY 6U-
200y 810 eKoHOMIYH020 3pocmanns. Ycepeouni €C 8i00ysacmvcs iHCmMUumyyitina KOH8ep2eHYis, Ha Wo 6KA3YI0OMb THOEKC
EeKOHOMIYHOI c80000U Y UWUPOKOMY PO3YMIHHI MA IHOEKC OYiHKU cucmemu pe2yniosants. CmpyKmypHa KOHGep2eHYis yce-
peouni €C ne 8iodysacmucs, namomicme cneyianizayis kpain 36epicacmovcs. Cmpykmypui 8i0MIHHOCMI MIJC eKOHOMi-
kamu LJCE ma yenmpom €C maiidice 806iui uwji, HidC y 6UNAOKY NIBOEHHUX YU CKAHOUHABCLKUX Kpain. CmpykmypHa
oucmanyis midxc Ilieonem ma Llenmpom €C 3apaz maka s gupasua, sk i 1995 poxy — ocmanus ueepmos cmoaimms ue
npuseena 0o sampebysanoi koneepeenyii. exonomiku €C po3xo0amvbcsa 3 MOUKU 30py coOYianbHoi Ounamiku. Ananizoeani
NOKA3HUKU COYIATbHO20 PO3BUMK) NOKA3VIOMb, wo noaspusayis misc Ilieonem i Ilisnivyio noeruburacs. Kinoka xpain
€C, 30kpema Ha NiGOHI, 3a3HANU 3POCMAHNL MAMEPIATbHUX 3MUOHIG | 6e3pobimms (exuoualouu 6e3pobimms ceped Mo-
7100i), 1 3pocmarouuii po3pue y AKOCMi Hcumms Midc NOKOJIIHHAMU. B cmammi 3anpononoeano arbmepuamueHi Memooo-
JIOCTYHI piuieHHs Ol OYIHKU (DAKMUYHUX PENHCUMIB COYIANbHOL Ma eKOHOMIYHOT NOIMUKU ) PO3GUHEHUX €6PONELCLKUX
EeKOHOMIKAX, 30KpeMd, WIIAXOM PO3PAXYHKY iHOeKCi8 NONIMuKU npaso2o Kpuia ma iHOeKcy YeHmpucmcokoi noaimuxu.
IIposedenuii knacmepHuii aHaiz 003604U8 6CHIAHOBUMU, WO HAUBUWT THOEKCU NOJIMUKYU NPABO2O KPULA 3AQiKCco8aHi y
boneapii, Hioepranoax, Ionvwi ma Pymynii. Hatinieiwa nonimuxa ioenmugpixkosana 6 Yeopwuni, I peyii ma Jlumei.
Haiibinew yenmpucmcoky nonimuxy 3aghixcosano y benveii, Xopsamii ma Cnosauuuni. ¥ Himewyuni ma Imanii ioenmu-
Qixosano Hausuwy NOAAPU3AYIIO NOTTMUKU HA KOPUCTb Hallbazamuwux 1 HaUbiOHiwux éepcms. bByno ecmanoeneno, wo
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Mun NOAIMUKY, Wo peanizyemucs, He 30IUCHIOE BUPTULATLHO20 ICIOMHO20 BNIUBY HA 342a4lbHe eKOHOMIUHE 3DOCMAHHAL.
YV cepeonvomy eepcmeu y xkoaniyii manru na 8 n. n. Oinbw Guwe 3pOCMAHH 00X00I8 34 AHANI308AHUL 4-piuHull nepiood
(2015-2019). LI pisnuys, sk npasuno, 6yia suujoio 8 WEUOKO3POCMAIOUUX eKOHOMIKAx. Bemanosnena sucoka kopensyis
MIC 3DOCMAHHAM YAEHI8 Koaniyii ma aymcaioepie niomeepoiicye, o aymcaioepu maxkoxic CYmmeeo GUsparoms 6io
EeKOHOMIYHO20 3POCMAHHA, X0U I MeHWo Mipot. 3a sunamkom 4 Kpain 3a mexcamu €eposonu (Llseiiyapis, Illseyis,
Hopeeeis ma [lonvwa) exonomiune 3pocmarts 610 00CUMb [HKIIO3USHUM OJisi Aymcauoepie ma HauOiOHiuuXx.
Knruosi cnosa: po3nooin 0oxoodis, e6ponelicoKi Kpainu, Koaniyii, eKOHOMIYHA NOLIMUKA, COYIANbHA NOAIMUKA, Hepi-
eHicmb, oeyuavb, €C, €EABT, €gpo3ona, knacmepHuil anais, eKOHOMIYHe 3pOCMANHS, OIOHICMb, IHKI03is, IHKIIO3UGHUL

p036um01<
JEL Classification: D33, D72, E25, E65, 015

Introduction. Economic power is the ability to influ-
ence other actors, to master trends and resist external neg-
ative influences with economic means. It can be exercised
at the international or intranational levels by various actors.
Since each individual has a limited power, they tend to
form coalitions, so that a coalition with the majority of
power resources may provide relatively more favorable
conditions for its members than for outsiders. At the formal
political domain a coalition has to possess more than 50%
of votes. At a company level shareholders who directly or
indirectly control more than 50% votes make decisions.
This is the very general framework of the necessary condi-
tion of existence of coalition, and the reality is much more
complex. In reality 50% threshold is not a universal one.
And decision making in the society involves many chan-
nels of influence (formal political institutions, companies,
non-governmental organizations, informal communities
etc.). Thereforewe use the notion of implicit coalition
where decision-making in various aspects of social, eco-
nomic and political life is based on the common interests
between its members unlike explicit coalition which is
based on formal agreements. Reconstructing implicit coa-
litions may involve assessment of which strata benefit rel-
atively more from the current state of affairs, i.e. increase
disproportionally more their power resources relatively
their power potential. This corresponds more to the concept
of power in results unlike the concept power as potential.
Income strata (such as the rich, the poor and the middle
class) also can be treated as collective actors who them-
selves can form coalitions to promote their interests. The
main aim of this paper is to determine which income strata
form relatively more influential implicit coalitions in the
EU and EFTA countries.

Literaturereview. ChugaievO., ReznikovaN., Bulato-
va0., PtashchenkoO., IvashchenkoO., Panchenko, V [1-3]
studied the characteristics of intergenerational ties as a key
factor in the formation of economic activity, andalso noted
the specific characteristics of the economic choice of rep-
resentatives of different generations, which predetermines
the political preferences of voters.Barro R.[4] has shown
that the development of democratic institutions has a stim-
ulating effect on economic growth at a low level of political
freedom. As democracy expands, this effect decreases and
becomes negative. In general, democracy has a weak neg-
ative effect on economic growth. Alessina A. and co-au-
thors [5; 6] have established the absence of a relationship
between the types of political regimes and the rates of eco-
nomic growth.Stoetzer L. F., Giesecke J., Kliiver H. [7],
Traber D. [8], Turner T., D’ArtD. [9], Engler S., Weisstan-
ner D. [10], Schraff D., Pontusson J. [11], McKay L., Jen-
nings W., Stoker G.[12] confirmed the thesis that the
poorer the median voter in a society, the greater the de-
mand he makes for the redistribution of income from the

rich to the poor in this society. This redistribution has a
negative effect on economic growth for a number of rea-
sons. The richer the individual, the higher his marginal pro-
pensity to save (the share of savings in income), all other
things being equal, and, consequently, the lower the aggre-
gate amount of savings in society - the level of capital ac-
cumulation - and, accordingly, the lower the investment
and the rate of economic growth. The poorer the median
voter in a democratic society, the greater the probability of
expropriation for the rich members of this society. Accord-
ingly, the fewer incentives economic agents have to invest:
there is no point in investing in property that can be taken
away at any time, and in a completely legal way. The
poorer the median voter, the greater the demand he makes
for redistribution and the higher the level of taxation. The
overwhelming majority of actually applied taxes lead to an
increase in prices for goods and services, which causes a
reduction in demand and, accordingly, a reduction in social
production and the welfare of society. All this influences
the choice of political forces.

Despite existing research that shows that political in-
stitutions have an important, even determining, impact on
the economic development of societies, as they structure
the institutional environment and create incentives for in-
dividuals to supply different factors of production, special-
ize, and innovate, we aim to propose a methodological ap-
proach to classifying countries by income distribution,
growth, and establishing their position relative to existing
income coalitions.

The purpose of the article is to conduct a cluster anal-
ysis on several criteria in order to classify countries by in-
come distribution, growth, and the implicit composition of
the income coalition. This will allow us to establish
whether economic growth has been sufficiently inclusive
for outsiders and the poorest.

Main results of the research.The choice of the 27 EU
and EFTA countries as the object of our analysis is based
on the availability of statistics and the institutional devel-
opment level associated with low shadow economy share
which can distort income statistics. The source of data is
Eurostat (2024) which publishes experimental statistics on
Income and Living conditions (EU-SILC). Income strata in
pour study are deciles from the poorest D1 to the richest
D10 in each individual country. The latest available data
was for 2020, but the latter was an unusual period of the
pandemic crisis. Therefore we used the growth rates in
2019 relatively 2015 as the base year. We assume that
richer people have more resources to affect decision mak-
ing de-facto unlike formal equality of votes under political
voting. That’s why an implicit coalition should include
several deciles, which generate more that 50% of income.
For examples, the richest 4 deciles may form a coalition
themselves, but the poorest 4 deciles have to find allies
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among other strata (medium class or alternatively even the
rich people). An implicit coalition is defined as several dec-
iles with highest growth rate of their income, so that they
possess more that 50% of income. Other deciles are defined
as outsiders, who benefit relatively less from the economic
growth.

Then we calculate the shares of top 4 deciles (D7, D8,

D9, D10), middle 4 deciles (D4, D5, D6, D7) and bottom
4 deciles (D1, D2, D3, D4) which participate in the implicit
coalition(denoted as TS, MS and BS respectively) to assess
whether the coalition is relatively right, centrist or left. This
ratios are used to calculate two indices: Right wing policy
index (RPy):

RP, =TS — BS (1)

and Centrist policy index (CP):

CP—MS+05—TS —BS )

E.g. if the coalition contains D1, D4, D5 and D10,
RP;1=0.25-0.5 and CP=0.5+0.5-0.25-0.5. An alternative

Right wing policy index (RPy) is calculated as:

RP, =3N/n ©)

Where XN is the sum of the indices of deciles in the
coalition and n is the quantity of deciles in the coalition.

E.g. in our previous example

RP, = (1+4+5+10)/4 )

CV - coefficients of variation of income growth in all
10 deciles (standard deviation*100%/ mean) was calcu-
lated to assess exclusiveness or inclusiveness of economic
growth. We further consider or calculate several other in-
dicators:

- D10/D1 — the ratio of income of the richest 10%
and the poorest 10% of the population in 2015, times;

- IG — income (in euro) growth of the entire popu-
lation in country in 2015-2019, %;

- IGD — the difference in average income growth of
coalition (c) deciles and outsider (o) deciles in 2015-2019,

They were used for correlation analysis and k-means

cluster analysis of countries (the latter is based on stand-
ardized values to offset the difference in magnitude of val-
ues).

In the analyzed sample the top 3 deciles (D8-10) were
the most frequent participants of coalitions (in 17-18 coun-
tries), followed by the middle 4 deciles (D4-7) which were
members in 15-16 countries — see table 1. D1 and D2 were
members in 13 countries. D3 was the least represented in
coalitions (only in 11 countries), i.e. the moderately poor
had usually the lowest income growth ratio. On average
implicit coalition included 5.6 deciles (ranging from 3 in
Bulgaria to 8 in Portugal) and earned 58% in come in a
country (from 52.1% in Denmark to 71.2 in Austria).

Table 1
Implicit coalition attributes
Country Deciles in coaltion TS MS BS RP1 CP RP2
Austria 1, 3-6,9, 10 0.5 0.75 0.75 -0.25 0 5.4
Belgium 4-7,10 0.5 1 0.25 0.25 0.75 6.4
Bulgaria 7,9, 10 0.75 0.25 0 0.75 0 8.7
Croatia 5-7,910 0.75 0.75 0 0.75 0.5 7.4
Cyprus 2,4-9 0.75 1 0.5 0.25 0.25 5.9
Denmark 2,7,8,10 0.75 0.25 0.25 0.5 -0.25 6.8
Estonia 3-6,8,9 0.5 0.75 0.5 0 0.25 5.8
Finland 1,8-10 0.75 0 0.25 0.5 -0.5 7.0
Germany 1,2,8-10 0.75 0 0.5 0.25 -0.75 6.0
Greece 1-5,7,8 0.5 0.75 1 -0.5 -0.25 4.3
Hungary 1-7 0.25 1 1 -0.75 0.25 4.0
Ireland 1-4,6,8,10 0.5 0.5 1 -0.5 -0.5 4.9
Italy 1,2, 8-10 0.75 0 0.5 0.25 -0.75 6.0
Latvia 2-4,7,8,10 0.75 0.5 0.75 0 -0.5 5.7
Lithuania 1-6, 10 0.25 0.75 1 -0.75 0 4.4
Luxembourg 1,5, 8-10 0.75 0.25 0.25 0.5 -0.25 6.6
Malta 3-5,9-10 0.5 0.5 0.5 0 0 6.2
Netherlands 7-10 1 0.25 0 1 -0.25 8.5
Norway 3,5,79 0.75 0.5 0.25 0.5 0 6.4
Poland 6, 8-10 0.75 0.25 0 0.75 0 8.3
Portugal 1-8 0.5 1 1 -0.5 0 45
Romania 5, 7-10 1 0.5 0 1 0 7.8
Slovakia 1,4-8 0.5 1 0.5 0 0.5 5.2
Slovenia 1,2,4,6,9, 10 0.5 0.5 0.75 -0.25 -0.25 5.3
Spain 1,2, 4-8 0.5 1 0.75 -0.25 0.25 4.7
Sweden 2-6,8,9 0.5 0.75 0.75 -0.25 0 5.3
Switzerland 6,7,9, 10 0.75 0.5 0 0.75 0.25 8.0
Mean - 0.63 0.56 0.48 0.15 -0.046 6.1
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At least 1 top-4decil was present in the coalition (D7 in
Hungary and D10 in Lithuania). In the Netherlands and
Bulgaria only the richest deciles formed the coalitions. No
medium-4 deciles were coalition members in Finland, Ger-
many and Italy. 6 countries had all medium-4 deciles in
their coalitions. 6 countries had no bottom-4 deciles in the
coalitions and 5 more had all the bottom-4 deciles in their
coalitions. The highest right wing policy indices were in
Bulgaria, the Netherlands, Poland, Switzerland, Romania
and Croatia. The most leftish policy was in Hungary,
Greece, Lithuania, Portugal, Spain and Ireland. The most
centrist policy was in Belgium, Croatia, Slovakia and to
lower extent Cyprus, Estonia, Hungary, Spain and Switzer-
land. The most polarized policy (favoring the richest and
the poorest) was in Germany, Italy, Finland, Ireland and
Latvia.

Table 1 shows original income inequality in the coun-
tries and income trends. On average the richest 10% of the
population earned 8 times more than the poorest 10%. The
highest inequality was in the Balticstates and Germany and

the lowest one was in Slovakia, Hungary, Malta, Poland,
Belgium and Slovenia. The fastest growing economies in-
cluded Hungary, Romania, Ireland, Lithuania and Bul-
garia. The slowest economies were Switzerland, Sweden
and Norway. These both groups included mostly countries
outside the Euro area, therefore exchange rate changes
could affect the results. The average difference in income
growth of coalition members and outsiders was 8.5 p.p.
(table 2). The difference was usually higher in fast growing
economies especially in Hungary. But it was also high in
slower growing economies of Poland and Luxemburg. The
smallest difference was in Romania (despite it was a fast
growing economy), Slovenia, Austria, Belgium and Croa-
tia. Switzerland was the only country were outsider’s in-
come growth was negative. Coefficient of variation of in-
come growth for all the deciles was the highest in Switzer-
land (due to negative income growth in the bottom-4 dec-
iles) followed by Poland (bottom-3 deciles), Norway and
Sweden (D1)

Table 2
Income inequality and income growth
Country D10/D1 1IG 1Gc 1Go IGD Ccv

Austria 6.8 15.5 16.7 13.3 3.4 18
Belgium 5.7 175 19.6 15.9 3.7 14
Bulgaria 94 45.5 474 35.8 116 24
Croatia 9.2 274 28.6 242 4.4 11
Cyprus 6.5 24.7 28.5 19.3 9.2 20
Denmark 9.6 10.9 13.6 8.2 5.4 50
Estonia 10.2 329 38.2 26.0 12.2 23
Finland 7.2 125 15.7 9.2 6.5 34
Germany 115 26.2 29.2 222 7.1 18
Greece 7.2 12.8 17.0 9.9 7.1 43
Hungary 5.2 65.2 75.4 56.8 18.6 18
Ireland 6.2 52.5 59.4 46.1 13.3 17
Italy 8.8 9.8 12.7 8.2 4.5 41
Latvia 12.1 38.6 44.3 354 8.9 16
Lithuania 11.3 48.0 55.9 40.2 15.8 16
Luxembourg 8.7 17.3 26.0 114 14.6 70
Malta 53 39.2 42.3 29.5 12.8 34
Netherlands 7.0 20.9 224 16.5 59 24
Norway 9.0 6.4 8.4 1.8 6.6 97
Poland 54 11.9 16.6 24 14.2 136
Portugal 9.1 18.9 24.6 13.3 11.3 28
Romania 8.5 63.8 56.9 54.4 24 14
Slovakia 4.8 23.6 26.3 175 8.8 36
Slovenia 5.7 21.6 21.1 18.6 25 17
Spain 7.6 17.6 21.7 14.0 1.7 24
Sweden 7.5 3.6 5.7 0.1 5.7 74
Switzerland 7.4 34 4.9 -0.8 5.7 294
Mean 7.9 255 28.9 20.4 8.5

Source: authors’ calculations based on Eurostat (2024)
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The correlation analysis shows that centrist policy is
less likely to be in countries with high inequality (correla-
tion between CP and D10/D1 is -0.37, p<0.1). The differ-
ence in average income growth of coalition deciles and out-
sider deciles is higher in fast growing economies (correla-
tion between IG and IGD is 0.46, p<0.05). But other con-
sidered indicators are not significantly correlated with eco-
nomic growth (there is insignificant negative correlation -
0.21 between right wing policy index RP; and income
growth 1G). Despite the difference between coalition mem-
bers’ and outsiders’ income growth, correlation between
them is very high and significant 0.97 (p<0.01). This
shows that the policy of a coalition in a typical advanced
European country is rather inclusive than exclusive. The

difference between coalition members’ and outsiders’ in-
come growth is smaller under right wing policy (the cor-
relation between RP; and IGD is -0.38, p<0.1), although
the effect can be rather associated with the correlations be-
tween IGD and IG and between IG and RP1.Table 3 shows
results of clusterization based on representation of top,
middle and bottom deciles in the coalitions. Cluster 1 is
moderate leftish. Cluster 2 is mainly right wing with a mi-
nor centrist component. Cluster 3 is right wing with a mi-
nor leftish component. Cluster 4 is the most inclusive,
where all strata are equally represented in the coalition.
Cluster 5 is the most centrist with a minor right wing com-
ponent.

Table 3
Cluster analysis results for income strata composition of an implicit coalition
Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5

Mean TS 0.44 0.81 0.75 0.58 0.63
Mean MS 0.81 0.34 0.00 0.56 0.94
Mean BS 0.91 0.09 0.42 0.60 0.31
Cluster members Awustria, Greece, Bulgaria, Denmark, Finland, Ger- Estonia, Latvia, Belgium, Croa-

Hungary, Ireland, Luxemburg, the many, Italy Malta, Slovenia, tia, Cyprus, Slo-

Lithuania, Portu- Netherlands, Nor- the EU average vakia

gal, Spain, Sweden | way, Poland, Roma-

nia, Switzerland

Source: authors’ calculations based on Eurostat (2024)

Table 4 shows results of clusterization based oninitial
income distribution in 2015, overall income growth and
changes in income distribution in 2015-2019. Cluster 1 is
with an average income inequality, small economic growth
and right wing policy. Cluster 2 included countries with

high inequality, fast enough income growth and centrist
policy. Cluster 3 tended to have low inequality, the fastest
economic growth and leftish policy. Cluster 4 has lower
than average inequality, relatively slow income growth and
leftish policy.

Table 4
Cluster analysis results for income distribution and growth
Cluster 1 Cluster 2 Cluster 3 Cluster 4
Mean D10/D1 7.9 10.3 5.5 6.9
Mean IG 11.6 40.4 52.3 18.1
Mean RP2 7.2 6.5 5.0 5.3
Cluster members | Denmark, Finland, Italy, Bulgaria, Croatia, Esto- Hungary, Ire- | Austria, Belgium, Cyprus,
Luxemburg, the Nether- nia, Germany, Latvia, land, Malta Greece, Portugal, Slovakia, Slo-
lands,Norway, Poland, Lithuania, Romania venia, Spain, Sweden, the EU av-
Switzerland erage

Source: authors’ calculations based on Eurostat (2024)

Conclusion. When assessing the performance of gov-
ernments, voters usually look at inflation, unemployment,
and possibly output growth. Experienced citizens, con-
cerned about current and future welfare, can assess what
combinations of unemployment and inflation were actually
possible in different periods and, on this basis, determine
their level of satisfaction with the policies implemented in
the country. Some seek a formula for "optimal” policy by
trying to compare the macroeconomic results of the gov-
ernment's actual policy choices with the indicators that
could potentially have been possible if more successful

78

measures had been taken.Politicians, having the oppor-
tunity to conduct sovereign policy, are in a constant choice.
If the current government adjusts monetary and fiscal pol-
icy so that the actual level of output is maintained above
the natural rate (and unemployment is kept below the nat-
ural rate), then this will ultimately accelerate inflation. If
the level of output is maintained below the natural rate (and
in this case unemployment is kept above the natural rate),
then the rate of inflation will decrease. The fact of life is
that if the output of a given country is equal to the highest
level of the country's GDP that can be generated given the
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existing labor, natural resources, and technology at socie-
ty's disposal, then a certain level of inflation can be main-
tained indefinitely. The problem is that voters do not per-
ceive inflation, but are ready to sing the praises of in-
creased productivity or low unemployment.This means
that voters who understand the above-mentioned long-run
and short-run relationships would evaluate politicians dif-
ferently. The inflation recorded today is largely determined
by past inflation expectations, which are not easily con-
trolled by current policy decisions. Expected inflation may
be the result of the mistakes of past politicians, and experi-
enced voters will not punish the current government for the
shortcomings of its predecessors.

Experienced voters may also be reluctant to seek higher
real GDP, since its higher-than-natural level causes faster
inflation, and thus the depreciation of savings. That is, ex-
perienced voters recognize that short-term policy choices
are limited to the choice between unemployment and infla-
tion, and they will reward or punish politicians depending
on whether the tradeoff they choose helps them achieve
their desired long-term outcomes. True, life sometimes
throws up an unpleasant surprise in the form of stagfla-
tion—a situation in which prices and unemployment rise
simultaneously.The paper enabled to reconstruct implicit

coalitions of income strata, which benefited relatively
more from economic growth. It also provided methodolog-
ical advances by calculating right wing policy indices and
centrist policy index to assess de-facto modes of social and
economic policies in the advances European economies.
The highest right wing policy indices were in Bulgaria, the
Netherlands, Poland and Romania. The most leftish policy
was in Hungary, Greece and Lithuania. The most centrist
policy was in Belgium, Croatia and Slovakia. In Germany
and Italy was the highest policy polarization favoring the
richest and the poorest strata. Type of policy does not sig-
nificantly affects overall economic growth. The strata in a
coalition on average had 8 p.p. higher income growthin the
analyzed 4 year period (2015-2019). This difference
tended to be higher in fast growing economies. But high
correlation between coalition members’ and outsiders’
growth showed that outsiders also benefit substantially
from economic growth, although at lower extent. Except
for 4 countries outside the Euro Area (Switzerland, Swe-
den, Norway and Poland) the economic growth was inclu-
sive enough for outsiders and the poorest as well. Cluster
analysis according to multiple criteria allowed to classify
countries according to their income distribution, growth
and implicit income strata coalition composition.
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