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ABSTRACT

Social welfare depends not only upon the aggregate of individual utilities but arguably also upon how the total is distributed across the individuals. The level of inequality aversion people support may depend on the distribuendum (health, or income), and may be confounded by risk aversion. 
This paper compares two distributional preferences (inequality aversion and risk aversion) across two contexts (in health and in income). Face to face interviews of a representative sample of the Spanish public (N=422) were conducted, using hypothetical scenarios involving losses for a community over the next year in either health (two weeks seriously ill) or income (two weeks’ income lost).  The inequality questions involve inequality but no uncertainty; the risk questions involve no inequality but an uncertainty. The questionnaire also includes information on individual background characteristics and other questions related to risk attitudes in the health and income contexts. An earlier paper presented at the Exeter HESG (Jan 2013) based on this dataset examined relative aversions assuming scale independence for inequality aversion and constant relative risk aversion.  Both are strong assumptions which in practice may not hold. 
This paper will relax these assumptions to allow the strengths of inequality aversion and risk aversion to vary by the levels of health and income, and report four absolute aversion parameters. This is enabled by an additional question involving a direct comparison of health losses and income losses.  The question generates an “exchange rate” between health and income at the individual respondent level.  This allows the direct comparison between absolute quantities of loss in health and income, and thus the calculation of absolute aversion levels, without the restrictions imposed in the earlier paper.  Analysis of absolute aversion levels is currently on going. In addition, we will undertake statistical and econometric analysis to explore the relationship of different background characteristics with each of the four aversion parameters and the difference between each relevant pair of them.   
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