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Cross-Sectional Variance of Log Income by Year
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Source: DeBacker, Heim, Panousi, Vidangos “Rising Inequality: Transitory or
Permanent? New Evidence from a Panel of U.S. Tax Returns”
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Cross-Sectional Gini Coefficient by Year
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How Much Income Is Needed to be in Top
Quantiles? (In 2005)

- Top 10% - $94,000
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The Top 10% Income Share, 1917-2008
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Source: Piketty and Saez “Income Inequality in the United States, 1913-1998”, Table
updated to 2008 at http://elasa.berkeley.edu
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How Much Income Is Needed to be in Top
Quantiles? (In 2005)

» Top 10% - $94,000
» Top 1% - $295,000

SCHOOL OF PUBLIC AND

ENVIRONMENTAL AFFAIRS
‘ INDIANA UNIVERSITY



Decomposing the Top Decile US Income Share into 3 Groups, 1913-2008

Share of total income accruing to each

Source: Piketty and Saez “Income Inequality in the United States, 1913-1998”, Table
updated to 2008 at http://elasa.berkeley.edu
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How Much Income Is Needed to be in Top
Quantiles? (In 2005)

» Top 10% - $94,000
» Top 1% - $295,000

» Top 0.1% - $1.25 Million
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Top 0.1% Income Share in the United States, 1913-2007
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Source: Piketty and Saez “Income Inequality in the United States, 1913-1998, Table
updated to 2008 at http://elasa.berkeley.edu
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O Business Income
1 Capital Gains

mSalaries
S Capital Income

The Top 0.1% Income Share and Its Composition, 1913-2008

Source: Piketty and Saez “Income Inequality in the United States, 1913-1998”, Table

updated to 2008 at http://elasa.berkeley.edu
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Top 0.1% Income Shares in the United States, 1913-2007
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Source: Piketty and Saez “Income Inequality in the United States, 1913-1998, Table
updated to 2008 at http://elasa.berkeley.edu
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Top 0.1% Income Share in the United Kingdom, 1913-2007
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Source: Piketty and Saez “Income Inequality in the United States, 1913-1998, Table
updated to 2008 at http://elasa.berkeley.edu
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Top 0.1% Income Shares in Canada, 1920-2009
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Source: Veall “Top Income Shares in Canada: Updates and Extensions”

SCHOOL OF PUBLIC AND

| ENVIRONMENTAL AFFAIRS

INDIANA UNIVERSITY




Top 0.1% Income Share in France, 1913-2005
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Source: Piketty and Saez “Income Inequality in the United States, 1913-1998, Table
updated to 2008 at http://elasa.berkeley.edu
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Top Income Shares in Japan, 1886-2005
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Source: Moriguchi and Saez “The Evolution of Income Concentration in Japan, 1886-
2005: Evidence from Income Tax Statistics”
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Possible explanations for rising top income shares

Changes In relative demand for labor
- Globalization
- Skill-biased technical change
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Possible explanations for rising top income shares

Taxes

» Incentive effects due to lowered top marginal rates

« Income shifting between corporate and personal
Income tax bases after TRA86
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Figure 2 -- Top marginal income tax rate: United States, France, and Japan, 1981

- 2006
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Source: OECD (2009).
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Figure 1 -- Percentage of national income (excluding capital gains) received by
top 0.1% of income earners: United States, France, and Japan, 1981 - 2006
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Source: Piketty and Saez (2003, updated in 2008 at <http://elsa.berkeley.edu/~saez/TabFig2006.xIs>; Moriguchi and Saez
(2008); Piketty (2003); Landais (2008); and upublished tables provided to the authors by Camille Landais.
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Possible explanations for rising top income shares

Occupation related explanations

* Superstars

- Executive compensation

- Compensation of financial professionals

- Are there enough at top?
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Percentage of primary taxpayers in top 1 percent of the distribution of income
(excluding capital gains) that are in each occupation
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Farmers & ranchers

Government, teachers, social

services
Arts, media, sports

m Professors and scientists

m Entrepreneur not elsewhere

classified
Business operations

nonfinance)
m Real estate

m Blue collar or miscellaneous

Service
m Skilled sales (except finance or

real estate)
B Not working or deceased

m Computer, math, engineering,

technical (nonfinance)
B Lawyers

® Financial professions,

including management
m Medical

m Executives, managers,
supervisors (non-finance)
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Percentage of primary taxpayers in top 1 percent of the distribution of income
(including capital gains) that are in each occupation
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Percentage of primary taxpayers in top 0.1 percent of the distribution of
iIncome (excluding capital gains) that are in each occupation
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Percentage of primary taxpayers in top 0.1 percent of the distribution of
income (including capital gains) that are in each occupation
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Percentage of national income (excluding capital gains) going to the top 1
percent of the income distribution, by occupation
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Percentage of national income (excluding capital gains) going to the top 0.1
percent of the income distribution, by occupation
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Percentage of national income (excluding capital gains) going to top 1 percent by
occupation, relative to 1979
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Figure 10 -- Percentage of national income (excluding capital gains) going to top 0.1
percent by occupation, relative to 1979
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Implications

- Executive and financial compensation practices
Important causes

= Due to concentration of executives, managers,
supervisors, and financial professionals in top quantiles

» Shifting between tax bases also likely to be important

= Due to larger and increasing share of exec/man/sup
with closely held businesses

- Superstar theory plays a small role
= Arts/media/sports not a large fraction at top
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Implications

- If caused by factors changing in same ways for
everyone at the top (e.g. tax policy), different people
must have responded in different ways

= Due to heterogeneity across professions and divergence
within professions
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