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Transitioning from an Historical to a Contemporary Use of Tax Record Data for

Measuring Top Incomesin Australia

Abstract

A major literature using tax data measures the share of income captured by the top of the
income distribution. We correct existing Australian estimates by removing employers’ social
contributions from the denominator and explain the limitations of using public-record tax
tables to capture the numerator. We show that ATO unit record sample data is only able to
accurately measure incomes of top income groups below the top 1 percent. We conclude that
greater access to the entire unit tax record population will be necessary to bring Australian

research.in this area up to that in the US and UK.
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|. Introduction

A major literature using personal income tax data now measures the share of gross
taxable income captured by the top part of the income distribution. Atkinson, Piketty and Saez
(2011) survey the methodology, main findings, and perspectives emerging from the collective

country-based research projects at its ¢ore.

This literature diverges from traditional household survey-based studies of the income
distributionygby=examining the distribution of gross taxable income across tax units and by
focusing on'thestop of the distribution. In contrast, in conventional survey-based analyses of
the income distribution, the household is almost always the income-sharing unit, the income
definition is disposable (post-tax post-transfer) income (adjusted for differences in household
size and compaosition using an equivalence scale), the unit of analysis is the individual, and
indices basedwan the entire income distribution (e.g. the Gini coefficient) are typically the

measures ofinequality.

Thesedifferences reflect both the strengths and limitations of tax data. Perhaps the
most important of the limitations is that the incomes of non-tax filers are, by definition, not
available in tax data. Non-filers generally have low incomes, whiatkey reason why
researcherssusing tax data typically calculate top income shares rather than measures that
characterise therentire income distribution. While Leigh (2007) suggests that top income
shares are‘reasonably good proxy measures of overall inequality, the correlation is far from

perfect. Consequently, tax data provide only a partial picture of inequality levels and trends.

That said, tax data have two features that make them especially valuable to
researchers: in many countries, including Australia, the data extend back to the ®arly 20
century, farlonger than even the longest survey data series; and they are better able than

household surveys to capture the incomes of the very rich.

In‘most countries, for most years, historical top incomes series were derived from

! Atkinson, Piketf'and Saez (2011) use the term ‘gross taxable incomes the concept that each country study is
trying to identify in their tax record based data. Operationally, what income sources are actually measured in
these tax records will vary by country as will the terms their tax office uses to describe them in their tax data.
When we use the generic term, ‘gross taxable income’ here we are doing so in the spirit of Atkinson, Piketty and
Saez (2011). When we are talking about the specific Australian Tax Office (ATO) tax records that researchers
have used to capture ‘gross taxable income’ we will use ATO terms for what is contained in their tax tables. See

Tables 1 and 2 for a description of these terms as used in the Australian tax record based top income literature.
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administrative tax tables provided by ttwaintry’s tax office. But more recently, in some

countries (e.g., the United States and the United Kingdom), researchers have gained access to
unit record tax data based on the entire population of tax filers. This has greatly improved

their ability to systematically measure levels and trends in income distributions. This is the
casebecauserunit tax record data allow researchers the flexibility to more precisely identify

the sources of income in the tax record data that they desire to include in their gross taxable
income measure; ‘consistently use this income concept in the numerator of their top income
share measure, and better match it to the income measure they use in the denominator

(‘income control total’).

Moresimportantly, these unit record tax data also allow researchers to move beyond
examination oh gross taxable income measure of income by adding non-taxable income
from survey data to these tax records as well as use tax simulation models to obtain top
income shares based on after-tax income. Finally, these unit record tax data allow researchers
interested inscorrecting for under-coverage of the top part of the income distribution in survey

data to additax-record data to their survey data sets, as recent US and UK studies demonstrate.

Combining US tax, survey and national accounts data, Piketty, Saez and Zucman
(forthcoming) create long-run series of income shares that capture the entire income
distribution, allewing them to track levels and trends not just for the top but also for the
middle and bottom parts of the distribution. More flexible than tax data alone, their combined
data enables them to some degree to examine additional income definitions other than taxable
income. In_another US study, Larrimore et al. (2016) assemble an even more flexible data set
by combining"mere complete tax record data and merging survey data onto it. Exploiting their
data’s improvedsability to capture top incomes and additional income sources, they show that
top 1% income shares were lower and grew more slowly when using broader their definitions
measures of income rather than the narrower market income or taxable income that is

common in the top incomes literature.

Burkhauser et al. (forthcoming, a) document that the methods used to capture the top
part of the ineome distribution in the Households Below Average IncHiBAIl() Survey, the
first UK survey to link tax record data to survey data in order to more fully capture the top
part of the income distribution, does not fully capture the top 1 percent of tax filers.
Burkhauser et al. (forthcoming, b) using the same underlying unit tax record data with the
HBAI survey data more fully captures the top 1 percent of tax filers within the HBAI survey

data. With this more complete data they then show how top income shares change when
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moving from a narrow to a broader income base and how this allows them to produce more
like-on-like cross national comparisons of top incomes in the UK and USA. They then turn to
the traditional survey based literature and use their improved HBAI survey data to show that
inequality (using Gini coefficients and other standard measures of inequality in this literature)
of gross household income among all persons between the mid-1990s and late 2000s
increased more than shown by the official HBAI series, especially between 2004/05 and
2007/08. (See Corlett, 2017 for an example of the use of these two methodological papers to

propose reforms in the measurement of household income statistics in the UK.

Accesgownit record tax data is more limited in Australia. Using publicly available
Australian Taxation Office (ATO) tax tables, Atkinson and Leigh (2007) and Burkhauser,
Hahn and Wilkins (2015) provide estimates of levels and trends in the share of gross taxable
income held by Australian top income groups starting well before researchers had access to
ATO unit record data.

Here, we first review these past estimates based on ATO published tax tables and
correct their denominator. Because emplgysocial contributions are not taxed, they are not
included in ATO published tax tables and are, therefore, not included in our gross taxable
income numeratdT Hence, rather than use the National Accounts denomiimafikinson
and Leigh (2007) and Burkhauser, Hahn and Wilkins (2015), we subtract empknyaed
contributions _from the denominator beginning in 1983, when they became a separate item in

the National Accounts.

Werthenrsystematically explain the limitations of using ATO public record tax tables
to capture /our numerator and show the potential, for more contemporary times, of using either
tax tables especially customised for this purpose based on the entire population of tax filers or
the public-use ATO samples of this population. We do so by first comparing our public tax-
table-based results to those we produce from customised tax tables that the ATO provided us

from the entire.population of tax filers beginning in 26@@e then compare these results

2 The term ‘employers’ social contributions’ can mean different things in different countries. In the Australian

National Ac€ounts, itricludes contributions to superannuation made by employers and payments of workers’
compensation premiums. It excludes severance, termination and redundancy payments, and payments for
temporary leave other than annual leave and long service leave, even though these payments may fall under
employers’ social contributions in other countries. See ABS (2016a) for more information.

% In Australian tax data, years do not refer to calendar years but to financial (or tax) years, which begin on 1 July

and end on 30 June of the following calendar year. When we refer to 2000, as we do here, we mean the financial
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with those we find using data from the public-use samples (1% and 2%) of tax filers the ATO

has made available to researchers since 2003.

Our customised tables differ from the published tax tables in two key ways. First, our
measure of gross taxable income that forms the numerator in our calculation of top income
shares is precisely identified. As a consequence, we do not need to employ the interpolation
methods that are required when using published tax tables that show the number of tax filers
and the sum of their income sources in each income range. Second, the customised tables
better adhere to a gross taxable income concept that is consistent with both household survey
income concepts and the definition of income employed in the National Accounts, from
which the deneminator (household income of all persons minus emyglsyeral
contribution) is derived. Nonetheless, when we compare results for gross taxable income
using our customised ATO tax tables with those from the published tax tables used by
Burkhauser, Hahn and Wilkins (2015), we find their measures of gross taxable income come

reasonably-cloese to our customised ATO tables based on the entire population.

When we make the same comparisons using the same methods to estimate top income
shares using the ATO 1% unit record sample, we are able to replicate our findings from our
customised ATO tables for top income groups below the top 1 percent. But we are not able to
do so for the'tep, 1 percent. Accuracy is substantially improved using the ATO 2% sample,
which was’introduced in 2011, although our analysis indicategishiaiproved accuracy is a

result of reduced censoring of income values rather than from increased sample size.

Empirical'researchers are ultimately limited by available data in their ability to
provide answers to policy questions. Our findings show the great potential value of providing
access to unitrecord tax data to researchers interested in capturing the share of income held
by Australian top income groups. But we conclude that greater access to the entire unit tax
record population (with necessary safeguards for confidentiality that do not affect the ordering
of that population by income overall) will be necessary to bring Australian research in this

area up to that.in the United States and the United Kingdom.
II. Levelsand Trendsin top income shares: 1921 to 2012

In their seminal work on top income shares in Australia, Atkinson and Leigh (2007)

use published ATO tax tables in conjunction with National Accounts data to examine the

year 200801. We follow this convention throughout the paper.
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period from 1921 to 2003. Leigh subsequently updated those values each year until 2010. In
Burkhauser, Hahn and Wilkins (2015), we provide an alternative series of top income values,
also using published ATO tax tables in conjunction with National Accounts data, for the
period from 1970 to 2011. In that paper, we create a series of top income shares (excluding
capital gains):thas consistent with the Atkinson and Leigh series prior to 1970 when few
capital gains were taxed. However, our series begins to diverge from their series in the mid-
1980s whenthe share of capital gains taxed began to increase due to major tax reforms. As we
will discuss in detail below, after correcting the denominator to account for the fact that
employes’ social contributions are not taxed and hence are not in the numerator, we are able
to produce two alternatives to our series for more contemporary years that are not dependent
on the published tax record tables. Our first contemporary top 1 percent series, beginning in
2000, usscustomised ATO tables based on the entire ATO tax filer population. The second,
beginning in 2003is based on the public-use ATO unit-record samples.

Figuresl=reports the share of gross taxable income going to the top 1 percent of
individuals-frem.1921 to 2012. We divide these years into four secfi®@4 to 1968, when
only the Atkinson and Leigh (AL) series is available; 1969 to 1982, when the AL series and
the Burkhatiser; Hahn and Wilkins (BHW1) series are both avdijdl§i83 to 1999, when we
are able tossubtract employer social contributions from the National Accounts denominator (to
produce a.sefies we label BHVW1and 2000 to 2012, when are able to use our customised
ATO table values (to produce a series we label BHW2). Figure 2 focuses on these same series
but, to control for differences in levels, indexes the series to 100 in each of three base years
1969, 1983 and 2000to allow us to compare trends across series during the intervening time
periods through.to 2012.

Our discussion related to these figures will show that, while our corrections to the
denominator from 1983 modestly increase top 1 percent income shares, this change has
almost no impact on trends. More importantly, we will show that, since 2000, when we are
able to compare results using our customised ATO tax tables with published taxhitdes,
there is also a_modest increase in top 1 percent levels, it also does not substantially impact

trends.

4 BHW1 is available from 1969 onwards, baBurkhauser, Hahn and Wilkins (2015) we present it only from
1970.
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Atkinson and Leigh method#L

Following approaches adopted by other country studies that use tax record data to
capture the share of gross taxable income going to top income groups, Atkinson and Leigh
(2007) produced estimates of Australian top income shares over the period 1921 to 2003.
Their study, and subsequent updates, formed the Australian contribution to the World Top
Incomes Database up to 201The nature of the data they use varies somewhat over the
period examined, but from 1959 onward it is relatively consistent. For this period, Atkinson
and Leigh use tax tables published by the ATO in conjunction with population data to
ascertain the gress taxable income of top income groups (the numerator), and National
Accounts datasto ascertain the income of all individuals (the denominator, referred to as the
income control total). See Table 1 for the components of income included in the Atkinson and
Leigh numerator and denominator and how they differ from the numerators and denominators

in the other series.

Atkinson and Leigh use ABS population data to identify the number of individuals or
‘tax units’ in the top income groups for the numerator. Australia has always had individual (as
opposed to family) taxation, so the total number of tax units in the population is assumed by
Atkinson and Leigh to equal the number of individuals in the population aged 15 or over.
Thus, the number of tax units in the top x percent is simply x percent of the population aged
15 and ever. For example, in 1969, there were 8.74 million Australian residents aged 15 and
over, implying there were 87,000 individuals in the top 1 percent, 870,000 people in the top

10 percent,and so dn.

Atkinsonand Leigh used the original ATO published tax tables to ascertain the
income of the highest-income individuals. For example, in 1969, the income of the top 1
percent income group was the income of the 87,000 highest-income individuals in the tax

data. As Atkinson and Leigh acknowledge, these tax tables have several important limitations.

® In 2015, the World' Top Incomes Database became the World Wealth and Income Database (WID), containing

estimates of both top income shares and top wealth shares. (See: Alvaredo et al., 2015.)

® See Talles 2 and 3 for a detailed description for each of these components of income.

" In principle, all péfsons with taxable income in excess of a minimum threshold must file a tax returimginclud
children of any age. Thus, strictly speaking, an analysis of the distribution of tax unit income across tax units is
simply an analysis of the distribution of personal (tax) income across the entire population, inclusive of children.
In practice, very few individuals under 15 years of age lodge tax returns. Atkinson and Leigh (2007) therefore

define the population of tax units to be all individuals aged 15 and over, an approach that we also adopt.
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First, they only include taxable incomédaxable market income and taxable government cash
transfers. They miss non-taxable income such as disability benefits and esigoyged

contribution that the National Accounts include.

Second, some people receiving income do not lodge a tax return, even if that income is
taxable. As a result, the sum of the taxable income the numerator captures will not only be
smaller tharthe sum of all the income Australian residents receive but will be smaller than all
the taxable iIncome they receive. This is the reason why Atkinson and Leigh use the National

Accounts as thedata source when they construct their denominator.

Third, regardless of what concept of income the ATO tax tables contains, its reported
by income range-that is, unlike unit record tax data which identifies income at the individual
level, the tax/tables only report the number of individuals and the sum of their income for
each incomesrange. Consequently, researchers must make an assumption about the
distributionsefiincome within the income bin (range) containing the bottom value of the top
income group. That is, for the income bin that contains both members of the top income group
and individuals just below the top income group, Atkinson and Leigh must estimate how
much of the income in that bin goes to members of the top income group. To do so, they
adopt the ‘mean split histogram’ method (Atkinson, 2005), which assumes a non-decreasing
density withinsthe income bin within which the bottom of the relevant top income groups

falls.

Importantly, the income ranges of the bins within which the bottom of top income
groups fall-are*frequently quite large, so that there is considerable scope for error in
estimation/of the .income shares of top income groups. For example, as shown in Appendix
Table Al, the' income range of the bin in which the 99th percentile falls is often over 50% of
the estimated level of the income of the 99th percentile, and the number of individuals in the

bin often exceeds the total number of people in the top 1 percent.

Fourth, the ATO defines all the income that is captured in the tax recorfistak
Income. It'is'this measure of income which comes closest to the gross taxable income
concept Atkinson, Piketty and Saez (2011) use in their generic discussion of tax-based
income. (See Footnote 1.) The ATO defimdst Incomé asTotal Income minus deductions
for expenses incurred in gaining the income, @rakable IncomeasNet Income minus.
limited number of allowed deductions that do not relate to expenses incurred in gaining the
income. The tax tables used by Atkinson and Leigh are sorte@tip¢dme before 1978 and

by Taxable Income from 1978 to 1991. Both Net Income and Taxable Income are somewhat
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lower than Total Income (sum of all taxable income sources before deductions) for most
individuals. Using these tax tables will not result in the same top income shares as those using

Total Incomé®

Atkinson and Leigh recognise this and in their paper use the ATO Total Income tax
tables beginning in 1992. But as we show in Table 1, this results in a structural break in their

top incomé series in 1992.

To estimate the sum of gross taxable incomes of all Australian residents (the income
control total)yAtkinson and Leigh do not rely on the tax tables. Recognising that the tax data
do not capture all income individuals receive, they instead use the household income account
of the National Accounts. To be consistent with the gross taxable income measure used in the
numerator, the income control total that forms the denominator should only include that
portion of household income from the National Accounts that is in the tax data. Atkinson and
Leigh attempi:te match the National Accounts income measure to the tax data measure by
including anly certain components of the household income account (see Table 1). However,
inconsistencies remain. First, their income control total includes all cash income received by
persons living intAustralia, but some of this income, such as disability benefits and
employes’ social paymentsemain in their control total even though this income is not taxed.
Hence unless«all of these income sources go to those below the top income group, their
presencewill bias downward top income shares. Second (as explained further below), the
National Accounts exclude some components of gross taxable income, including realised
taxable capital gains and dividend imputation credits, that are included in Atkinson and

Leigh’s income fiumerator.

In Figure 1, the series labelled AL presents updated estimates of top 1 percent income
shares forthe period 22to 2012 using the Atkinson and Leigh (AL) method. This updated

® The sorting of incame by & Incomeor Taxable Income acts to reduce top income share estimates. This is
because individuals with high Total Income but high deductions will be allocated to relatively low Net Income or
Taxable Incomeranges. There will therefore be individuals with Total Incomes that should place them in the top
X percent, buttwho do not get included in that top income group in the calculation of the group’s income share.

The result is that the income of a lower-income individual is instead included in the top income group, which
leads to underestimation of top income shares.

° Before 1969, Atkinson and Leigh rely on tax tables that were subject to frequent changes in the underlying
income definition. We therefore limit our descriptions of Atkinson and Leigh’s tax tables to the period since

1969 and refer the reader to Atkinson and Leigh (2007) for more information about their tax tables before 1969.
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series, while using the same method as Atkinson and Leigh, differs from their original series
because of the way National Accounts are updated and revised. The National Accounts data
are preliminary when first released and subsequent releases contain revisions to estimates for
earlier quarters or years as new and improved information becomes available to the ABS.
FurthermoreyNational Accounts data are subject to periodic revisions of concepts, definitions,
and methaods. Such revisions, when they occur, are typically applied retrospectively, so that
using the most recent release for all previous years produces a more consistent income control

total.1°

Atkinsomand Leigh use the latest release of the National Accounts available at the
time of theiranalysis to produce the income control total for the period to 2003. This release
incorporated all revisions to earlier years (prior to 2003). Consequently, taking the same
approach as Atkinson and Leigh involves using the latest National Accounts Release. For this
paper, this is the 20136 release published in ABS (2016b), which incorporates further
revisions tasthesNational Accounts for the period up to 2003 that have occurred since the

National Acceunts release used by Atkinson and Leigh.

In addition, we use tax tables that are somewhat different from theirs. Our tax tables
are more detailed in that they show more income sources. With these more detailed tables we
often produce‘the same results as we would if we used Atkinson and Leigh’s tax tables. As we
showedgn’Burkhauser et al. (2015), the differences caused by our use of these detailed tables
are minor in terms of levels and trends compared to the effects of the other changes in

methods discussed below.
Burkhauser et al. (2015) methods: BHW1

Burkhauser et al. (2015) address several of the limitations of the Atkinson and Leigh
approach to.estimating top income shares, two of which are particularly important. Major tax
reforms in Australia in the mid-1980s included two changes that substantially impacted the
personal income tax base. From 1 July 1987, a system of dividend imputation was introduced,
allowing dividend recipients to claim tax credits for the imputed company tax paid on those
dividends«These credits entered the personal income tax base, resulting in a substantial
increase in measured incomes in the tax tables from the 1987 tax year, which

disproportionately went to top income groups. However, while these credits are included in

19 National accounts data (that are comparable) are only available back to 1958; hence, only estimates from 1958

onwards have been updated. Appendix Table A2 contains all the estimates used to produce Figure 1.
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the tax tables, they should in principle not be part of a gross taxable income concept, which is
concerned with before-tax income. That is, before-tax income is income both before
deducting income taxes and before addition of tax credits, implying imputation credits should

be excluded from this definition of income.

The second major change, of more serious consequence for ascertaining trends in top
income shares, Is that most realised capital gains (other than on the family home) only became
taxable from 1 July 1986, and even then it was only on assets acquired after 19 September
1985. Thisresulted in a steady rise in the share of realised capital gains entering the tax base
from 1986 deading to spurious measured increases in top income shares to at least the mid-
2000s. Not'eontrolling for this expansion of the tax base would confuse the increase in top
income shares resulting from this change in the tax base with actual changes in the share of

resources going to top income groups.

In addition to these issues, as noted in the preceding section, realised capital gains and
dividend imputation credits do not enter the National Accounts data that is used in Atkinson
and Leigh’s’income control total, so tiveinclusion would also overestimate top income
shares unless they were also included in the denominator. Consequently, to capture a more
consistent measure of gross taxable income, it is important to exclude both realised taxable

capital gaing*and dividend imputation credits from the definition of gross taxable intome.

In‘Burkhauser et al. (2015), we address these problems by producing top income share
estimates for the period 1970 to 2010 excluding dividend imputation credits and taxable
realised capital’gains. Our estimates also address a problem that arose with annual updates
that were produced by Leigh in each year between 2003 and 2010, whereby changes to
income concepts and definitions in the National Accounts, as well as revisions to estimates
subsequent to first release, led to spurious measured changes in Leigh’s top income shares

series from year;to year. By doing so, we produce a top incomes series (which we here label

1 Of course, one may be interested in income before deduction of income taxes but after addition of tax credits.

However, this'would then require addition of tax credits other than dividend imputation credits.

121n the WID seriesy most countries do not tax capital gains and hence this source of income is not included in
their gross taxable income series. In the few countries that do tax realised capital gains, researchers produce both
a series with and and a series without taxable realised capital gains, both to allow for better cross-national
comparisons with other countries and because the use of taxable realised capital gains is inconsistent with Haig-

Simon principles. See Armour et al. (2013) for a discussion of this issue.
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BHW1) that is not only a more consistent measure to use along with the AL series prior to
1986, but is also more internally consistent (given that realised capital gains and dividend
imputation credits do not enter the income control tdfaljue to these improvements,

BHW1 has been the Australian contribution to the income component of WID since 2014.

Figure 1 presents these BHW1 estimates of the top 1 percent income share beginning
in 1969. As withthe AL series, BHW1 has been updated by extending it to 2012 and using
the 201516 release of the National Accounts for the denominator in all years. Over the
period between 1969 and 1985, the AL and BHW1 series are almost identical, since there was
little in the way“ef taxable realised capital gains in the AL series and the tax reforms had not
yet taken place: But between then and 1988 they diverge considerably, initially because of the
change in the tax treatment of dividends and thereafter because of the increase in taxable
capital gains. Figure 2, which examines trends over time from three base years (1969, 1983
and 2000) by indexing each series to 100 in the base year, shows a similar pattern for

differencessinstrend¥’
Using customisedTO tables based on the entire tax filer populatBiH\W2

As mentioned above, neither AL nor BHW1 include non-taxable income such as
disabilitysbenefits andmployers’ social contributions that are included in their National
Accounts denominator. This will have no impact on top income shares if it is the case that
these sources of income go only to those not in the top income group being examined. It is
plausible to assume that this is the case for disability benefits, but less so with respect to

employers’ 'so¢ial‘contributions.

It is possible to exclude employers’ social contributions from the National Accounts

beginning in, 2983, when they were first made a separate item in the quarterly National

13n their user guide for the Survey of Income and Housing, the Australian Bureau of Statistics, which is
responsible for produging the Australian National Accounts, writes ‘The ASNA [Australian System of National
Accountg estimates of dividends are based on data provided by the ATO. These differ from the SIH [Survey of
Income and Heusing] estimates as they do not include frafikéngmputation] credits’ (ABS, 2015). In other

words, imputation credits are not included in the National Accounts. They, therefore, do not enter the income
control total.

14 Appendix Tables B1 to B5 precisely identify the separate contributions of dividend imputation credits and
capital gains to the differences in top income share estimates obtained by AL and BHW1. The tables show that
the effects of excluding capital gains rose over time up to 2006, whereas the effects of excluding dividend

imputation credits have been fairly stable over time.
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Accountst> We do this and hence change the denominator for years beginning in 1983. The
effect of this change is shown in Figures 1 and 2 by the series labelled Bitkidh differs

from BHWL1 only in its denominator. As can be seen in Figure 1, this slightly shifts up the
series from the unadjusted BHW1 series, but Figure 2 shows that it has virtually no effect on

trends.

While the BHW1 series addresses inconsistencies in the Atkinson and Leigh series,
and the BHW1 series further addressthe problem of not subtracting employers’ social
contributions from the denominator, both series still suffer from limitations of publicly
available tax-table-based data with respect to the numerator. Specifically, while conceptually
it is important:to subtract taxable realised capital gains and imputation credits from gross
taxable income, operationally there is a problem with the way this is implemented for BHW1
(and BHW1) because of the limits of the publicly available tax tables. These tax tables
consist of a number of income ranges or bins, with the number of individuals in them based
on an incomeseconcept of gross taxable income that includes taxable capital gains and
imputation.credits. To create our series without capital gains and imputation credits, we
created synthetic tax tables that, for each income bin, subtracts total capital gains and
imputation credits for that bin from the income of tax filers in the bin. We then calculate top

income shees using these synthetic tax tables as per Atkinson and Leigh’s (2007) method.

This method for removing capital gains and imputation credits implicitly assumes that
capital gains and imputation credits within an income bin are the same proportion of income
for all individuals within the bin. That is, we assume no re-ranking of individuals after the

removal of €apital gains and imputation credits.

In 2015, we requested and received customised tables from the ATO based on the
entire population of tax records. These tables provide Alldal Income’ of various top

income groups excluding imputation credits and realised capital jaihe. ATO was,

1> We use thesSeptember 2016 quarter release of the National Accounts (ABS 2016c) to obtain values for
employers’ social contributions since 1983. We chose this particular release because the values it contains are

most comparable to those of the 2016 financial-year release (ABS 2016b), which we use to construct our
National Accounts denominator, but which only shows employers’ social contributions as a separate item since

1989. We continue to use the yearly release, rather than the quarterly release, because our top income share
series correspond to a whole (financial) year, and we want to avoid summing over quarterly data (e.g. because of
rounding errors) as much as possible.

'8 The top income groups are the top 0.1%, 0.5%, 1%, 5%, 10%, 20%, 30%, 40%, 50% and 60%. Some
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however, only able to produce these data back to 2000. With these tables we are able to
produce more precise estimates of gross taxable incomes for the period 2000 to 2012. The
new series addresses all limitations of the published tax tables for producing a gross taxable
income top income series that excludes capital gains and imputation: crethts
classificationsof:gross taxable income excluding capital gains and imputation credits by
consistentdncome ranges; 2) the need for distributional assumptions within income bins; and

3) the inability'to"accurately remove capital gains and imputation credits.

In Figure 1, we add this series, which we label BHW?2, for the years beginning in
2000.The BHW2, series based on our customised tax tables from the entire tax filer
population offers a more consistent set of numerator income sources for the years since 2000
than do BHW1 or BHW?, whose numerators are based solely on publicly available tax
tables. We see that there is a jJump up in the top 1 percent income share in 2000 when we are
better able to measure gross taxable income. That said, as can be seen in Figure 2, trends in

BHW1 andsBHW?2 are quite similar across most years since 2000.

Figure 3 focuses solely on the years since 2000 to better see what is driving changes in
our numerator that are responsible for the differences we find between ‘Bit/BHW?2 in
Figure 1. The potential sources of differences comprise:

(1) the ‘re-ordering’ of individuals in tax tables, due to the exclusion of dividend
imputatien’Credits and capital gains, that is not taken into account by BHW1

(2)  the sorting of individuals in BHW1by ATO Taxable Income ranges rathe
than Total Income ranges;

(3) #~the errors in BHW1in the imputation of income of individuals within the
income range.in which the bottom of the top income group falls;

(4) ¢ the BHW2 minor adjustments to the gross taxable income measure (described
in Table1); and

(5) revisions (additions) to the tax data subsequent to publication of the earlier tax

tables (primarily driven by late filers).

We are"able to separate out the difference between laeloadering [BHW1 (no re-

ordering preblem)] and other possible causes, but doing so explains only a small component

additional minor adjustments were made to better match the income variable to actual income received by
individuals. As shown in Table 1, the changes were to add ‘exempt foreign employment income’ and correct for

income deferrals (from earlier years and to later years).
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of the difference we report in Figuré-3lt is not possible to identify the separate roles of the
other causes, but recall that revisibm®lational Accounts explaad part of the difference
between the original National Accounts values used by Atkinson and Leigh and the revised
version of National Accounts we use in our work. This same sort of revision by the ATO in
preparing=our-customised tables is likely to explain the decline in the difference between
BHW1 and BHW2 in 2011 and 2012. That is, in these recent years the usual changes in the
tax record'data subsequent to release of the published tables may not yet have been
completely,done by the time of production of our customised tax tables. If so, this suggests
such revisions may be a large component of the difference we see in these levels and those

from previous years.

Figure'4, like Figure 3, focuses solely on the years since 2000, but ezamine
differences in BHW1and BHW2 trends indexed to 100 in 2000. The differences in trends are
modest in most years. In Appendix Figére, BHW1 and BHW2 levels from 2000 are
reported foralternative top income groups. In all cases, BHW?2 levels are consistently above

BHW1 levels,.but there are only modest differences in trends.
Using the publiciuse ATO 1% and 2% samples of tax filers

Theseustomised ATO tables we use to create BHW2 have the great advantage of being
based on the entire population of tax filers in Australia. But this rather inflexible way of
providing information on top income tax filers has the disadvantage that it does not permit a
researcher to test the sensitivity of using alternative income sources in the numerator, since
doing so withrthese data results in the same issues discussed with respect to BHW1. This
would not be aniissue if the ATO provided its unperturbed unit tax record data for its entire
population of tax filers to researchers. But the ATO has not done this. Instead, beginning with
2003, the ATO provideaunit-record sample file of tax filers each tax year. We call it the
AUTAX file. Thisswas a 1% sample of all tax filers through to 2010 and a 2% sample since
2011. Howeveryin all tax years, these samples are subject to top-coding and bottom-coding,
as well as perturbations, to protect the confidentiality of tax filers. Hence it is not certain that
the AUTAX files can accurately replicate our BHW?2 top income shares series, which is

derived from,the unaltered income data of the full population of tax filers.

7 Appendix Tables B6 to B10 precisely identify the separate contributions of (1) changes to the control total; (2)
‘re-ordering’ of individuals; and (3) all other factors combined (sources (2) to (5) above) to the differences in top

income share estimates obtained by BHW1 and BHW?2
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Figure 5 shows that, in most years, the AUTAX files provide a poor measure of the
income share of the top 1 percent. The exception is 2011 and 2012, when the 2% sample is
used. Importantly, in Figure 6, we see that, for the tofd p@rcent, 51 percent and-D.5
percent of tax filers, both the 1% and 2% AUTAX samples come close to replicating the
BHW2 valueswitis only within the top 0.5 percent and higher income groups that the 1%-
sample AUTAX fails to do so. Hence, it is the inclusion of the top 0.5 percent within the top 1

percent binthat'is'driving the inaccuracy of 1%-sample AUTAX top 1 percent values.

We'investigated whether the improved performance of the 2% sample data could be
attributed tortheylarger sample size. But this was not the case. When we randomly split our 2%
sample intotwo 1% samples there was no appreciable decline in their accuracy. Instead, we

find that top-coding is substantially less prevalent in the 2% sample.

Thesunitsrecord samples do not directly provide information on who is top-coded, but
it is possiblestesdnfer the proportion of each top income group that has at least one income
component top-coded by observing multiple observations with the same value at the top
extreme of the distribution of the income component. Our analysis of this ‘heaping’, which
we present in Figure 7, indicates that it is among tax units in the top 0.5 percent income group
that we find a high proportion (between 20 and 30 percent in the 1% sample file) is ¢op-cod

Top-coding imsthe 2 to 10 percent top income groups, by contrast, appears to be very low.

Based on'this evidence, we conclude that the AUTAX 1% sample file is not fit for
examining top 1 percent income shares, but can be used to examine income shares of lower
top income groups. In contrast, at least for the two years of data available to us, the AUTAX

2% sample file comes closer to replicating the BHW2 series values.
[11. Summary.and Conclusion

A"majornew literature using personal income tax data now measures the share of
gross taxable income going to the top part of the income distribution. But in Australia, the two
papers that estimate top income shares do so with standard ATO public use tax tables alone.
Here we first review the methods used in Atkinson and Leigh (2007) and Burkhauser, Hahn
and Wilkins (201%to estimate top income share based on a consistent definition of gross

taxable income minus imputation credits and capital gains.

Figure 8reports what we consider to be the most consistent measure of this concept
with respect to its numerator and denominator from 1921 to 2012. From 1921 to 1968 it is
based on AL estimates that do not contain capital gains. From 1969 to 1982 it is based on

BHW1 estimates. From 1983 to 1999 it is based on BH¥gfimates using a denominator
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that excludes employ€rsocial contributions. From 2000 onward is based on BHW2

estimates that for the first time use customised ATO tax tables that are based on the entire tax
filer population and which free us from the standard problems previous researchers faced
when using tax tables.

We'find that our BHW2 top income shares increase modestly in level and have
slightly different trends over the 2000s than our BH\&ries based on publicly available tax
tables. However, we conclude that our new BHW2-based series shown in Figure 8 for this
time period.is reasonably consistent with the uncorrected series and with previous years in the

entire series

More generally, we conclude that, while the new series we report in Figure 8 is more
consistent.across time periods than the series reported in Atkinson and Leigh (2007) and
BurkhauseryHahn and Wilkins (2015), the major long-term takeaway over the period from
1921 to 2022-remains approximately the same. Top income shares excluding capital gains fell
substantially from 1921 through the early-1980s. They spiked around the period of major tax
reforms (1986-1989), rose substantially over the 1990s and then resmauw@stly after
2000.

Thescustomised tax tables the ATO provided us greatly improved our confidence in
our findings for-the 2000s and more generally for the findings tax tables for earlier
years. However;they are still limited by the inflexible parameters of tax tables relative to unit

record tax data.

Access to contemporary unit record tax data from the entire population of tax filers in
the United States and in the United Kingdom has improved the ability of researchers to
capture the share of income held by top income groups. In Australia we find that this added
value from tax records data is limited by our inability to capture the top 1 percent of the
income distribution in the% unit record tax samples the ATO has provided researchers for
2003 throughte.2010. Although we find that the 2% tax samples made available since then
provide mare‘accurate estimates of gross taxable income held by top income groups, they still
contain censared and perturbed income variables that affect their ability to provide a complete

picture of thetoep part of the income distribution.

Consequently, better tax data is required to not only fully and accurately capture top
income shares, but also to adjust top incomes for Australian household survey data. This
could be achieved by the ATO partnering with the Australian Bureau of Statistics (ABS) to,

for instance, retrospectively produce a matched ABS-ATO Survey of Income and Housing
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(SIH), using methods similar to the ones already used in the United Kingdom for the

Households Below Average Income (HBAI) Surdéy.

Alternativdy, the ATO could produce a public-release unit-record sample file with
income data that is neither censored (top-coded or bottom-coded) nor perturbed. Even with a
2% (or larger) sample, this could be implemented without unduly threateming th
confidentiality of tax filers, although it may require suppression of some demographic data.
Indeed, simply removing regional information from the sample file would probably be
sufficient to,.ensure confidentiality. This would greatly increase the ability of researchers to
measure top income shares in Australia, as well as better estimate overall levels and trends in

Australian ineceme inequality.
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V. Tablesand figures

Table 1 Data sources and income concepé&use to construct our series of top income

shares
Numerator Denominator
Years Data Income Tax units Data source /
source concept ranked by Income concept

AL (Atkinson and Leigh) series

1921-1968 ‘ATO
see Atkinson and Leigh (2007) for details

tax tables
1969 ATO Actual income Actual Income sources from thdational
taxtables income Accounts Household Account:
Gross mixed income
1970-1977 ATO Net income Net + Compensation of employees
tax tables income + Interest
+ Dividends
19781991 ATO Net income Taxable + Workers’ compensation
tax tables income + Social assistance benefits
— Interest payable: unincorporate
1992-2012.ATO Total income or loss Taxable enterprises
tax‘tables income — Consumption of fixed capital
BHW1 and BHW1 (Burkhauser, Hahn and Wilkins) series
1969 ATO Actual income Actual Income sources from thdational
tax tables — Capital gains income Accounts Household Account:
BHW!1 series: As per AL
1970-1977 ATO Net income Net
tax tables — Capital gains income BHW1 series (1982012):
Denominator as per AL
1978-1986 ATO Net income Taxable — Employers’ social contributions
Tax tables — Capital gains income
19871991 _ATO Net income Taxable
tax tables — Capital gains income
— Imputation credits
19922012 ATO Total income or loss Taxable
tax tables — Capital gains income

— Imputation credits
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BHW?2 (Burkhauser, Hahn and Wilkins) series

2000-2012 Customised

tables

Total income or loss Income sources from théational

— Capital gains Accounts Household Account:
— Imputation credits

+ Exempt foreign employment Denominator as per BHW1
income

+ Minor adjustments correcting for

income deferral to later years

AUTAX (Australian Unit Tax Record) series

2003-2010 1%y unit tax Total income or loss Income sources from thdational

record:sample — Capital gains Accounts Household Account:
— Imputation credits (primary only as
20112012 Denominator as per BHW1

2%/unit tax no data on secondary imputation

record sample credits in tax record sample)

Note: See Tables 2,and 3 for a more detailed description of the income sources used in the numerator and

denominaton:

Table 2 Deseription of the ATO income sources we use to construct the numerator of our

series

Taxation Statisticsitem name Description

Totalincome (or loss) / Sum of all taxable income sources before any deductions.

Actualrincome

Net income Total income or loss less deductions for expenses incurred

gaining that income.

Taxablerincome Net income less deductions unrelated to expenses incurred

gaining that income.

Imputation credits

plus

plus

Imputation credit primary

Imputation credit subsidiary

Australian franking credits from a

New Zealand company

Capital gains

Imputation or franking credits directly received.

Imputation or franking credits indirectly received through

partnerships or trusts.

Imputation or franking credits received through a New Zeal:
company that participates in the Australian dividend imputa

system. Adjustment made from 2003-04 onwards.
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Net capital gain

Exempt foreign employment income

Minor{adjustments correcting for

income deferral to later years

Net farm management deposits

less Net farm.management withdrawals

plus Deferred non-commercial business

losses PY- PP & NPP

less Total deferred losses

Taxable realised capital gains.

Foreign income that is not taxed in Australia and is therefor

not included in ‘Total income or loss’.

Current year’s income deposited into the Farm Management

Deposit Scheme.

Previous years’ income withdrawn from the Farm Managemer

Deposit Scheme.

Previous years’ deferred non-commercial business losses. Fir:
year of this item is 2001-02.

Non-commercial business losses that have been deferred t
later years. First year of this item is 200D-

Table 3: Deseription of the national accounts income sourees&vto construct the

denominator of our series

National Accounts Household

Account component

Description

Gross mixed'income

plus Compensation of employees

The surplus or deficit accruing from production by
unincorporated enterprises. It includes elements of both
compensation of employees (returns on labour inputs) and

operating surplus (returns on capital inputs).

The total remuneration, in cash or in kind, payable by an
enterprise to an employee in return for work done by the
employee during the accounting period. It is further classifie
into two subeomponents: wages and salaries; and employers’
social contributions. Compensation of employees is not pay
in respect of unpaid work undertaken voluntarily, including
work done by members of a household within an
unincorporated enterprise owned by the same household.
Compensation of employees excludes any taxes payable b

employer on the wage and salary bill (e.g., payroll tax).
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plus Property income receivable: Interes
plus Property income receivable:
Dividends
plus Secondary income receivable: Soci
benefits. receivable: Workers’
compensation
plus Secondarysincome receivable: Soci Includes current transfers to persons from general governm
benefits'receivable: Social assistan in return for which no services are rendered or goods suppl
benefits Principal components include: scholarships; maternity, sick
and unemployment benefits; family allowances; and widows’,
age, invalid and repatriation pensions.
less Property income payable: Interest
payable: Unincorporated enterprise
less Household sector consumption of  The reduction in the value of fixed assets used in productio
fixed capital during the accounting period resulting from physical
deterioration, normal obsolescence or normal accidental
damage. Unforeseen obsolescence, major catastrophes an
depletion of natural resources are not taken into account.
= AL and BHW1 income control
total
less Employers’ social contributions Includes contributions to superannuation made by employe

(separatelysavailable from &9

onwards)

BHWT, BHW2 and AUTAX

incomecontrol total

and payments of workers’ compensation premiums.
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Figure 1: Comparing alternative series of the top 1 percent income share from 1921 to 2012
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Figure 2: Comparing the trends of alternative saiehe top 1 percent income share
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This article is protected by copyright. All rights reserved



Figure 3: Comparing the BHWAnd BHW?2 serigof the top 1 percent income share from
2000 to 2012
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Notes: BHW1 (no-re-ordering problem) has been calculated as BHWk the values in the ‘Re-ordering’
column in"Appendix Table B6. This series shows how series BHVM@1ild have looked like if our method of

calculating BHW1 properly re-ordered individuals when removing imputation credits and capital gains from the

published tax tables.
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Figure 4 Comparing the trends of the BHWand BHW2 series of the top 1 percent income

share
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Figure 5: Comparing the BHW2 and AUTAX sespf the top 1 percent income
share from 2000 to 2012
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Figure 6 Comparing the BHW2 and the AUTAX series of the top8,&5-1, 1-0.5, 0.5, 0.5
0.1 and 0.1 percent income shares from 2000 to 2012
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Figure 7 Proportion of individuals in each top income group with top-coded income

components-AUTAX unit record file
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Notes: This figure,shows the proportion of individuals within a top income grsuph as the top 1%that

have a leastrone taded income source. For each income source of ‘Total income or loss’, we identify the top-

codes as follows. We first restrict the search to the top 10% of values of the income source. We then, find all

values with a frequency of 10 or high#rwe find three or fewer values, we identify these values as top-codes.

If we find mérethan three valuese identify the three most frequent values as top-cad@s.procedure does

not perform well fonaggregate income sources that are made up of less-aggregated income sources that are top-

coded. For example, the unit record samples only coatalWages and salaries’ income item that consists of up

to five different'wages or salary income sources. Each stfivee wages or salary components has been top-

coded. This.means;that, for individuals with more than two jobs during the year, we cannot identify any top-

codes. Because,the unit record samples make it impossible to identify all top-codes, the estimates shown should

be regardedas:lower bounds.
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Figure 8: The top 1 percent income share from 1921 to 2012
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series from 198310,1999, and the BHW?2 series from 2000 to 2012.
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Appendix A: Additional tablesand figures

Table Al: Key indicative features of the tax tables used for the Atkinson and Leigh (2007)

method

Number of

Lower bound Upper bound persons in

of bin in of bin in bin in which

Total number which 99th  which 99th Estimated 99th Number of
of income percentile percentile  value of 99th  percentile persons in

bins falls ($) falls ($) percentile (%) falls top 1%
1969 36 10,000 12,000 10,591 39,147 87,165
1970 38 10,000 15,000 11,272 87,323 89,017
1971 38 10,000 15,000 11,936 124,009 93,200
1972 35 10,000 15,000 14,027 166,167 95,109
1973 35 15,000 20,000 16,290 71,515 96,918
1974 28 15,000 20,000 18,392 117,121 98,983
1975 26 20,000 25,000 20,478 54,709 100,734
1976 29 20,000 25,000 22,488 82,391 102,460
1977 29 20,000 24,000 23,684 89,547 104,286
1978 24 24,000 26,000 25,915 31,968 106,162
1979 27 28,000 30,000 29,306 23,233 107,973
1980 27 30,000 35,000 33,266 63,598 109,844
1981 27 35,000 40,000 35,376 52,331 111,977
1982 27 35,000 40,000 39,025 78,118 114,393
1983 27 35,000 40,000 39,934 101,801 116,425
1984 27 40,000 50,000 45,612 89,941 118,436
1985 32 40,000 50,000 48,747 136,014 120,628
1986 32 50,000 100,000 53,781 127,266 123,188
1987 31 50,000 100,000 62,307 196,258 125,765
1988 31 50,000 100,000 72,816 274,843 128,331
1989 26 70,000 80,000 75,998 43,798 130,895
1990 26 70,000 80,000 75,949 46,134 133,101
1991 26 70,000 80,000 77,472 51,047 134,985
1992 26 70,000 80,000 78,832 58,923 136,656
1993 12 50,000 500,000 72,587 630,435 138,036
1994 10 50,000 100,000 92,309 628,622 139,547
1995 10 50,000 100,000 95,553 748,043 141,293
1996 16 70,000 100,000 97,601 216,960 143,302
1997 16 100,000 200,000 103,328 121,958 145,146
1998 16 100,000 200,000 109,229 134,892 146,911
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1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

16
16
16
16
16
16
22
22
22
22
22
22
22
21

100,000
100,000
100,000
100,001
100,001
100,001
150,001
150,001
150,001
180,001
180,001
180,001
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Table A2 Alternative estimates of top income shares

Top 0.1% Top 0.5%

AL BHW1 BHW1 BHW2 AUTAX AL BHW1 BHW1  BHW2  AUTAX
1969 1.34 1.23 3.78 3.61
1970 1.19 1.19 3.52 3.52
1971 1.%7 1.18 3.49 3.50
1972 1.22 121 3.60 3.59
1973 1.11 1.10 3.37 3.35
1974 1.02 1.01 3.09 3.08
1975 1.05 1.04 3.06 3.05
1976 1.00 0.99 2.97 2.96
1977 1.01 1.01 2.94 2.94
1978 0.98 0.98 2.89 2.88
1979 0.97 0.96 2.84 2.82
1980 0.97 0.96 2.81 2.80
1981 0.92 0.92 2.70 2.70
1982 0.96 0.95 2.75 2.75
1983 0.98 0.98 1.04 2.78 2.77 2.95
1984 0.98 0.98 1.04 2.83 2.82 3.01
1985 1.10 1.09 1.16 3.06 3.04 3.25
1986 124 1.19 1.27 3.35 3.27 3.50
1987 1.82 1.54 1.64 4.36 3.98 4.26
1988 291 2.07 2.20 5.88 4.72 5.03
1989 1.68 1.47 1.57 412 3.79 4.04
1990 1.63 141 151 3.98 3.66 3.91
1991 1.66 1.46 1.56 4.06 3.76 4.02
1992 1.73 1.50 1.61 4.17 3.84 4.11
1993 1.9% 1.64 1.76 4.42 3.98 4.27
1994 2.09 1.77 1.90 4.67 412 4.43
1995 2.12 1.77 1.90 4.65 4.02 4.33
1996 1.90 1.55 1.67 4.64 4.05 4.37
1997 211 1.66 1.79 5.02 4.30 4.64
1998 2.24 1.74 1.89 5.18 4.42 4.77
1999 2.83 2.15 2.32 6.02 5.06 5.46
2000 2.99 2.28 2.46 2.66 6.28 5.26 5.69 6.09
2001 2.39 1.96 2.11 2.35 5.47 4.80 5.18 5.69
2002 2.53 2.08 2.25 2.43 5.78 5.03 5.45 5.86
2003 2.69 2.07 224 2.46 2.39 6.01 4.99 541 5.85 5.55
2004 2.93 2.12 2.30 2.58 2.19 6.35 5.11 5.53 6.00 5.30
2005 3.09 2.14 2.32 2.69 1.79 6.60 5.22 5.67 6.21 5.76
2006 3.72 2.40 2.61 3.08 2.13 7.51 5.57 6.06 6.73 6.25
2007 3.56 2.33 2.53 3.06 1.57 7.18 5.43 5.90 6.62 4.45
2008 2.96 2.26 2.45 2.83 1.66 6.24 5.24 5.68 6.23 4.43
2009 2.97 2.32 2.52 2.81 1.92 6.41 5.44 5.90 6.37 4.81
2010 3.17 2.40 2.61 2.84 1.45 6.63 5.53 6.00 6.40 4.29
2011 2.84 2.24 2.43 2.61 2.54 6.22 5.34 5.79 6.11 5.96
2012 2,97 2.32 251 2.66 274 6.44 551 5.97 6.22 6.29

Table A2 continued: Alternative estimates of top income shares
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Top 1% Top 5%

AL BHW1 BHW1® BHW2 AUTAX AL BHW1 BHW1™ BHW2 AUTAX
1969 5.91 5.71 16.64 16.43
1970 5.57 5.57 16.29 16.29
1971 5.57 5.59 16.55 16.57
1972 5.73 571 16.54 16.51
1973 5.40 5.37 15.93 15.89
1974 4.97 4.96 15.12 15.10
1975 4.89 4.88 14.91 14.89
1976 4.75 4.74 14.64 14.62
1977 4.70 4.69 14.56 14.55
1978 4.65 4.65 14.47 14.46
1979 4.61 4.59 14.52 14.49
1980 4.57 4.55 14.62 14.59
1981 4.41 4.41 14.49 14.48
1982 4.48 4.47 14.81 14.80
1983 4.49 4.49 4.77 14.55 14.54 15.47
1984 4.54 4.54 4.83 14.58 14.57 15.53
1985 4.81 4.80 5.12 14.99 14.97 15.98
1986 5.19 5.10 5.46 15.57 15.45 16.54
1987 6.42 5.94 6.35 17.27 16.67 17.84
1988 8.19 6.89 7.35 19.32 17.71 18.89
1989 6.20 5.80 6.17 16.92 16.36 17.43
1990 6.00 5.61 5.99 16.60 16.08 17.17
1991 6.13 5.77 6.17 17.09 16.59 17.74
1992 6.27 5.88 6.30 17.33 16.77 17.97
1993 6.58 6.10 6.55 17.76 17.03 18.29
1994 6.90 6.32 6.80 18.19 17.30 18.60
1995 6.86 6.19 6.66 18.08 17.07 18.37
1996 6.84 6.16 6.65 17.96 16.92 18.25
1997 7.34 6.46 6.97 18.75 17.49 18.86
1998 7.51 6.55 7.08 18.87 17.56 18.98
1999 8.47 7.28 7.87 20.03 18.52 20.00
2000 8.81 7.57 8.19 8.79 20.48 18.87 20.40 21.50
2001 7.91 7.03 7.60 8.34 19.27 18.05 19.49 20.90
2002 8.31 7.35 7.96 8.55 19.85 18.49 20.04 21.20
2003 8.55 7.32 7.93 8.49 8.49 19.95 18.19 19.70 20.82 20.59
2004 8.87 7.52 8.15 8.63 8.20 20.28 18.29 19.81 20.90 20.33
2005 9.23 7.57 8.23 8.93 8.55 20.98 18.64 20.25 21.54 21.02
2006 1018 7.91 8.60 9.47 9.04 22.27 19.00 20.66 22.22 21.53
2007 9.73 7.76 8.43 9.29 7.34 21.43 18.65 20.26 21.74 19.66
2008 8.71 7.52 8.14 8.87 7.25 20.10 18.43 19.96 21.30 19.49
2009 8.98 7.82 8.49 9.10 7.75 20.94 19.24 20.88 22.00 20.44
2010 9.20 7.94 8.61 9.13 7.16 21.24 19.43 21.08 22.04 19.94
2011 8.78 7.79 8.45 8.84 8.86 20.92 19.44 21.08 21.86 21.85
2012 9.10 8.06 8.74 9.03 9.10 21.71 20.18 21.90 22.47 22.60

TableA2 continued: Alternative estimates of top income shares

Top 10%
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AL BHW1 BHW1 BHW2 AUTAX
1969 26.32 26.10
1970 26.04 26.04
1971 26.57 26.59
1972 26.27 26.24
1973 25.46 25.42
1974 24.64 24.62
1975 24.33 24.31
1976 24.03 24.01
1977 24102 24.00
1978 23.90 23.88
1979 24.05 24.01
1980 24.24 24.21
1981 2420 24.19
1982 24.77 24.76
1983 24.30 24.29 25.84
1984 2438 24.37 25.97
1985 24.87 24.85 26.53
1986 25.62 25.48 27.28
1987 2759 26.92 28.81
1988 29.49 27.80 29.65
1989 26.82 26.18 27.89
1990 26.49 25.90 27.64
1991 2732 26.74 28.59
1992 27.55 26.91 28.84
1993 27.99 27.18 29.18
1994 2843 27.45 29.52
1995 28.10 27.01 29.07
1996 27.87 26.71 28.81
1997 28.84 27.40 29.55
1998 28.94 27.41 29.63
1999 30.19 28.45 30.72
2000 30.59 28.78 31.11 32.54
2001 29410 27.69 29.90 31.72
2002 29.80 28.22 30.58 32.12
2003 29.76 27.69 29.99 31.46 31.03
2004 30.08 27.75 30.06 31.45 30.77
2005 30.90 28.22 30.66 32.32 31.66
2006 32.32 28.54 31.03 32.98 32.10
2007 3149 28.04 30.46 32.24 29.99
2008 29.65 27.75 30.07 31.77 29.80
2009 30.82 28.91 31.38 32.88 31.09
2010 31.09 29.10 31.56 32.87 30.54
2011 30.83 29.18 31.65 32.76 32.57
2012 32.05 30.30 32.88 33.69 33.75

Figure AL Comparing the BHW1and BHW2 series of the top1%) 5-1, 1-0.5, 0.5, 0.50.1

and 0.1 percent income shares from 2@WQ1.2
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Appendix B: Decomposition of sources of differences between AL and BHW 1, and
between BHW1 and BHW2

The separate contributions of dividend imputation credits (1) and capital gains (2) to

the differences between AL and BHWL1 in top income shares estimates can be identified as

This article is protected by copyright. All rights reserved



follows:
Sw— S = Swi- R (D)
S8 @

where:

o  §wmiSsthe BHW1 estimated income share (the income share excluding dividend

imputation.credits and capital gains estimated from the published tax tables sorted by
taxable income);

e S, "is the AL estimated income share (the income share including dividend

imputation credits and capital gains estimated from the published tax tables sorted by
taxable’income); and

e S®is"the AL estimated income share excluding capital gains (but including

dividend imputation credits), estimated from the published tax tables sorted by taxable

income:

Appendix'Tables B1 to B5 respectively undertake this decomposition exercise for the

top 1 percent, 0.1 percent, 0.5 percent, 5 percent and 10 percent over the 1969 to 2012 period.

With'the available data, it is also possible to decompose the sources of the differences
in top ineeme shares estimates between BHW1 and BHW?2 into three components. These
comprise differences due to:

(1) lack .of ‘re-ordering’ of individuals in tax tables in BHW1 due to the exclusion of
dividendhimputation credits and capital gains;
(2) inclusionfof employe social contributions in the control total for income in BHW1

(see Table 1 and 2 of main paper); and

(3) the“combined effects of other factors. These comprise (a) sorting of individuals in

BHW1 by ATO Taxable Income ranges rather than Total Income ranges; (b) the errors

in BHWL1 in the imputation of income of individuals within the income range in which

the bottom of the top income group falls; (c) the BHW2 minor adjustments to the

gross taxable income measure (described in Table 1); and (d) revisions (additions) to
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the tax data subsequent to publication of the earlier tax tables.

Using the BHW1 series, BHW2 series, and other series based on the customised tax

tables obtained from the ATO, the contributions of the three components can be identified as

follows:

Sz~ S =( EF' - $5)-( Swe- §) @
+Saawz — st (
+IEST - S, (

where:

S;we. isthe BHW2 estimated income share (the income share excluding dividend
imputation credits and capital gains estimated from the customised tax tables obtained
from the ATO, and using the revised control total for income).
S is the BHW1 estimated income share (the income share excluding dividend
imputation credits and capital gains estimated from the published tax tables sorted by
Taxablelncome, and using the BHW1 income control total);

U§$" ISithe income share excluding dividend imputation credits and capital gains

estimated from theustomised tax tables obtained from the ATO, using the BHW1

incomereontrol total;

s 'mis: the income share including dividend imputation credits and capital gains
estimated from theustomised tax tables obtained from the ATO using the BHW1
income-control total; and
S, is the AL estimated income share (the income share including dividend
imputation credits and capital gains estimated from the published tax tables sorted by

taxable income).

Tables B6 to B10 respectively undertake this decomposition exercise for the top 1

percent, 0.1 percent, 0.5 percent, 5 percent and 10 percent over the 2000 to 2012 period.

9t is possible to separately identify the impact of 3a from 2006-07, when suitably detailed tax tables sorted by

total income are available. (The number of bins doubled from 2006-07.) For these years, we find that this factor

generally accounts for 10-20% of component (3).
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Table B1: Decomposition of differences between AL and BHWbp 1 percent income

share
Difference due to...
(1) Exclusion of  (2) Exclusion of
Difference dividend taxable realised
AL BHW1 (BHW1 imputation credits capital gains from

estimate estimate minus AL) from BHW1 BHW1
1969 5.91 571 -0.19 0.00 -0.19
1970 5.57 5.57 0.00 0.00 0.00
1971 5.57 5.59 0.02 0.00 0.02
1972 5.73 5.71 -0.02 0.00 -0.02
1973 5.40 5.37 -0.03 0.00 -0.03
1974 4.97 4.96 -0.01 0.00 -0.01
1975 4.89 4.88 -0.01 0.00 -0.01
1976 4.75 4.74 -0.01 0.00 -0.01
1977 4.70 4.69 -0.01 0.00 -0.01
1978 4.65 4.65 -0.01 0.00 -0.01
1979 4,61 4.59 -0.02 0.00 -0.02
1980 4.57 4.55 -0.02 0.00 -0.02
1981 441 441 -0.01 0.00 -0.01
1982 448 4.47 0.00 0.00 0.00
1983 4.49 4.49 -0.01 0.00 -0.01
1984 4.54 4.54 -0.01 0.00 -0.01
1985 4.81 4.80 -0.02 0.00 -0.02
1986 5.19 5.10 -0.09 0.00 -0.09
1987 6.42 5.94 -0.48 -0.39 -0.09
1988 8.19 6.89 -1.30 -1.17 -0.13
1989 6.20 5.80 -0.40 -0.29 -0.11
1990 6.00 5.61 -0.39 -0.31 -0.08
1991 6.13 5.77 -0.36 -0.28 -0.08
1992 6.27 5.88 -0.40 -0.29 -0.10
1993 6.58 6.10 -0.48 -0.37 -0.12
1994 6.90 6.32 -0.57 -0.44 -0.14
1995 6.86 6.19 -0.67 -0.45 -0.22
1996 6.84 6.16 -0.68 -0.40 -0.28
1997 7.34 6.46 -0.88 -0.46 -0.42
1998 7.51 6.55 -0.96 -0.48 -0.48
1999 8.47 7.28 -1.19 -0.60 -0.59
2000 8.81 7.57 -1.24 -0.62 -0.61
2001 7.91 7.03 -0.88 -0.35 -0.53
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2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

8.31
8.55
8.87
9.23
10.18
9.73
8.71
8.98
9.20
8.78
9110

7.35
7.32
7.52
7.57
7.91
7.76
7.52
7.82
7.94
7.79
8.06

-0.97
-1.23
-1.35
-1.66
-2.27
-1.97
-1.19
-1.16
-1.26
-0.99
-1.04

-0.43
-0.48
-0.50
-0.56
-0.72
-0.66
-0.63
-0.59
-0.62
-0.55
-0.56

-0.54
-0.74
-0.85
-1.10
-1.55
-1.32
-0.56
-0.57
-0.64
-0.45
-0.48
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Table B2: Decomposition of differences between AL and BHWDp 0.1 percent income

share
Difference due to...
(1) Exclusion of  (2) Exclusion of
Difference dividend taxable realised
AL BHW1 (BHW1 imputation credits capital gains from

estimate estimate minus AL) from BHW1 BHW1
1969 1.34 1.23 -0.12 0.00 -0.12
1970 1.19 1.19 0.00 0.00 0.00
1971 117 1.18 0.01 0.00 0.01
1973 1.22 1.21 -0.01 0.00 -0.01
1973 111 1.10 -0.02 0.00 -0.02
1974 1.01 1.01 0.00 0.00 0.00
1975 1.05 1.04 -0.01 0.00 -0.01
1976 1.00 0.99 0.00 0.00 0.00
1977 1.01 1.01 0.00 0.00 0.00
1978 0.98 0.98 0.00 0.00 0.00
1979 0.97 0.96 -0.01 0.00 -0.01
1980 0.97 0.96 -0.01 0.00 -0.01
1981 0:92 0.92 0.00 0.00 0.00
1982 0.96 0.95 0.00 0.00 0.00
1983 0.98 0.98 0.00 0.00 0.00
1984 0.98 0.98 0.00 0.00 0.00
1985 1.10 1.09 -0.01 0.00 -0.01
1986 1.24 1.19 -0.05 0.00 -0.05
1987 1.82 1.54 -0.29 -0.24 -0.05
1988 291 2.07 -0.84 -0.80 -0.05
1989 1.68 1.47 -0.21 -0.16 -0.05
1990 1.63 1.41 -0.22 -0.18 -0.04
1991 1.66 1.46 -0.20 -0.16 -0.04
1992 173 1.50 -0.23 -0.18 -0.05
1993 1.91 1.64 -0.28 -0.22 -0.06
1994 2.09 1.77 -0.32 -0.26 -0.06
1995 2:12 1.77 -0.35 -0.25 -0.10
1996 1.90 1.55 -0.35 -0.22 -0.13
1997 211 1.66 -0.44 -0.24 -0.20
1998 2.24 1.74 -0.50 -0.25 -0.25
1999 2.83 2.15 -0.68 -0.34 -0.35
2000 2.99 2.28 -0.71 -0.32 -0.40
2001 2.39 1.96 -0.44 -0.15 -0.28
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2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

2.53
2.69
2.93
3.09
3.72
3.56
2.96
2.97
3.17
2.84
297

2.08
2.07
2.12
2.14
2.40
2.33
2.26
2.32
2.40
2.24
2.32

-0.45
-0.63
-0.81
-0.95
-1.32
-1.23
-0.70
-0.65
-0.76
-0.60
-0.65

-0.19
-0.22
-0.26
-0.27
-0.37
-0.35
-0.33
-0.31
-0.33
-0.30
-0.31

-0.27
-0.41
-0.55
-0.69
-0.95
-0.88
-0.37
-0.34
-0.43
-0.31
-0.33
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Table B3: Decomposition of differences between AL and BHWDp 0.5 percent income

share
Difference due to...
(1) Exclusion of  (2) Exclusion of
Difference dividend taxable realised
AL BHW1 (BHW1 imputation credits capital gains from

estimate estimate minus AL) from BHW1 BHW1
1969 3.78 3.61 -0.17 0.00 -0.17
1970 3.52 3.52 0.00 0.00 0.00
1971 3.49 3.50 0.02 0.00 0.02
1972 3.60 3.59 -0.02 0.00 -0.02
1973 3.37 3.35 -0.02 0.00 -0.02
1974 3.09 3.08 -0.01 0.00 -0.01
1975 3.06 3.05 -0.01 0.00 -0.01
1976 2.97 2.96 -0.01 0.00 -0.01
1977 2.94 2.94 -0.01 0.00 -0.01
1978 2.89 2.88 -0.01 0.00 -0.01
1979 2.84 2.82 -0.02 0.00 -0.02
1980 2.81 2.80 -0.02 0.00 -0.02
1981 2:70 2.70 -0.01 0.00 -0.01
1982 275 2.75 0.00 0.00 0.00
1983 2.78 2.77 -0.01 0.00 -0.01
1984 2.83 2.82 -0.01 0.00 -0.01
1985 3.06 3.04 -0.01 0.00 -0.01
1986 3.35 3.27 -0.08 0.00 -0.08
1987 4.36 3.98 -0.37 -0.32 -0.06
1988 5.88 4,72 -1.16 -1.07 -0.10
1989 412 3.79 -0.32 -0.24 -0.08
1990 3.98 3.66 -0.32 -0.26 -0.06
1991 4.06 3.76 -0.30 -0.24 -0.06
1992 417 3.84 -0.33 -0.25 -0.08
1993 442 3.98 -0.44 -0.33 -0.10
1994 4.67 4.12 -0.55 -0.42 -0.13
1995 4,65 4.02 -0.63 -0.43 -0.20
1996 4.64 4.05 -0.59 -0.35 -0.23
1997 5.02 4.30 -0.72 -0.39 -0.34
1998 5.18 4.42 -0.77 -0.39 -0.38
1999 6.02 5.06 -0.96 -0.48 -0.48
2000 6.28 5.26 -1.02 -0.49 -0.53
2001 5.47 4.80 -0.68 -0.26 -0.42
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2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

5.78
6.01
6.35
6.60
7.51
7.18
6.24
6.41
6.63
6.22
644

5.03
4.99
5.11
5.22
5.57
5.43
5.24
5.44
5.53
5.34
5.51

-0.75
-1.02
-1.24
-1.39
-1.94
-1.75
-1.00
-0.97
-1.10
-0.89
-0.94

-0.33
-0.39
-0.45
-0.45
-0.59
-0.56
-0.52
-0.49
-0.52
-0.48
-0.50

-0.42
-0.63
-0.79
-0.93
-1.35
-1.19
-0.49
-0.48
-0.58
-0.41
-0.44
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Table B4: Decomposition of differences between AL and BHWbDp 5 percent income

share
Difference due to...
(1) Exclusion of  (2) Exclusion of
Difference dividend taxable realised
AL BHW1 (BHW1 imputation credits capital gains from

estimate estimate minus AL) from BHW1 BHW1
1969 16.64 16.43 -0.21 0.00 -0.21
1970 16.29 16.29 0.00 0.00 0.00
1971 16.55 16.57 0.02 0.00 0.02
1972 16.54 16.51 -0.02 0.00 -0.02
1973 15.93 15.89 -0.04 0.00 -0.04
1974 15.12 15.10 -0.01 0.00 -0.01
1975 14.91 14.89 -0.02 0.00 -0.02
1976 14.64 14.62 -0.02 0.00 -0.02
1977 14.56 14.55 -0.01 0.00 -0.01
1978 14.47 14.46 -0.01 0.00 -0.01
1979 14.52 14.49 -0.04 0.00 -0.04
1980 14.62 14.59 -0.03 0.00 -0.03
1981 1449 14.48 -0.01 0.00 -0.01
1982 14.81 14.80 -0.01 0.00 -0.01
1983 14.55 14.54 -0.01 0.00 -0.01
1984 14.58 14.57 -0.01 0.00 -0.01
1985 14.99 14.97 -0.02 0.00 -0.02
1986 15.57 15.45 -0.13 0.00 -0.13
1987 17.27 16.67 -0.61 -0.48 -0.13
1988 19.32 17.71 -1.62 -1.39 -0.23
1989 16.92 16.36 -0.56 -0.39 -0.17
1990 16.60 16.08 -0.52 -0.40 -0.12
1991 17.09 16.59 -0.50 -0.36 -0.14
1992 17.33 16.77 -0.56 -0.39 -0.17
1993 17.76 17.03 -0.72 -0.51 -0.22
1994 18119 17.30 -0.89 -0.63 -0.27
1995 18.08 17.07 -1.02 -0.66 -0.36
1996 17.96 16.92 -1.04 -0.59 -0.45
1997 18.75 17.49 -1.26 -0.64 -0.62
1998 18.87 17.56 -1.31 -0.64 -0.67
1999 20.03 18.52 -1.51 -0.76 -0.75
2000 20.48 18.87 -1.61 -0.83 -0.77
2001 19.27 18.05 -1.22 -0.50 -0.72
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2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

19.85
19.95
20.28
20.98
22.27
2143
20.10
20.94
21.24
20.92
PARYAR

18.49
18.19
18.29
18.64
19.00
18.65
18.43
19.24
19.43
19.44
20.18

-1.36
-1.77
-1.99
-2.35
-3.27
-2.78
-1.67
-1.70
-1.81
-1.48
-1.53

-0.59
-0.66
-0.74
-0.81
-1.01
-0.94
-0.89
-0.85
-0.91
-0.85
-0.87

-0.77
-1.11
-1.25
-1.54
-2.27
-1.84
-0.79
-0.85
-0.90
-0.63
-0.66
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Table B5: Decomposition of differences between AL and BHWDp 10 percent income

share
Difference due to...
(1) Exclusion of  (2) Exclusion of
Difference dividend taxable realised
AL BHW1 (BHW1 imputation credits capital gains from

estimate estimate minus AL) from BHW1 BHW1
1969 26.32 26.10 -0.22 0.00 -0.22
1970 26.04 26.04 0.00 0.00 0.00
1971 26.57 26.59 0.02 0.00 0.02
1972 26.27 26.24 -0.02 0.00 -0.02
1973 25.46 25.42 -0.04 0.00 -0.04
1974 24.64 24.62 -0.01 0.00 -0.01
1975 24.33 24.31 -0.02 0.00 -0.02
1976 24.03 24.01 -0.02 0.00 -0.02
1977 24.02 24.00 -0.01 0.00 -0.01
1978 23.90 23.88 -0.01 0.00 -0.01
1979 24.05 24.01 -0.04 0.00 -0.04
1980 24.24 24.21 -0.04 0.00 -0.04
1981 2420 24.19 -0.01 0.00 -0.01
1982 2477 24.76 -0.01 0.00 -0.01
1983 24.30 24.29 -0.01 0.00 -0.01
1984 24.38 24.37 -0.01 0.00 -0.01
1985 24.87 24.85 -0.02 0.00 -0.02
1986 25.62 25.48 -0.14 0.00 -0.14
1987 27.59 26.92 -0.67 -0.52 -0.15
1988 29.49 27.80 -1.69 -1.44 -0.26
1989 26.82 26.18 -0.64 -0.43 -0.21
1990 26.49 25.90 -0.59 -0.45 -0.15
1991 27.32 26.74 -0.57 -0.40 -0.17
1992 27.55 26.91 -0.64 -0.43 -0.21
1993 27.99 27.18 -0.81 -0.56 -0.26
1994 28.43 27.45 -0.99 -0.68 -0.30
1995 28.10 27.01 -1.09 -0.70 -0.39
1996 27.87 26.71 -1.16 -0.65 -0.51
1997 28.84 27.40 -1.44 -0.71 -0.73
1998 28.94 27.41 -1.53 -0.73 -0.81
1999 30.19 28.45 -1.74 -0.86 -0.88
2000 30.59 28.78 -1.81 -0.94 -0.87
2001 29.10 27.69 -1.41 -0.58 -0.83
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2002 29.80 28.22 -1.59 -0.69 -0.90

2003 29.76 27.69 -2.07 -0.77 -1.30
2004 30.08 27.75 -2.32 -0.87 -1.46
2005 30.90 28.22 -2.68 -0.92 -1.75
2006 32.32 28.54 -3.78 -1.17 -2.60
2007 31.19 28.04 -3.14 -1.08 -2.06
2008 29.65 27.75 -1.90 -1.01 -0.89
2009 30.82 28.91 -1.91 -0.95 -0.95
2010 31.09 29.10 -1.99 -1.01 -0.98
2011 30.83 29.18 -1.65 -0.95 -0.71
2012 32.05 30.30 -1.75 -0.99 -0.76

Table B6: Decomposition of differences between BHW1 and BHW®p 1 percent income

share
Difference due to...
Difference

BHW1 BHW2 (BHW2 minus (1) ‘Re-  (2) Control

estimate estimate BHW1) ordering’ total (3) Other
2000 7.57 8.79 1.21 0.07 0.66 0.49
2001 .03 8.34 1.31 0.05 0.62 0.64
2002 7.35 8.55 1.21 0.11 0.66 0.43
2003 7.32 8.49 1.17 0.11 0.65 0.40
2004 7.52 8.63 1.11 0.02 0.66 0.43
2005 7.57 8.93 1.35 0.12 0.71 0.52
2006 7.91 9.47 1.57 0.04 0.76 0.77
2007 7.76 9.29 1.53 -0.10 0.74 0.89
2008 1.52 8.87 1.35 0.07 0.68 0.60
2009 7.82 9.10 1.28 0.11 0.72 0.46
2010 7.94 9.13 1.19 0.08 0.71 0.40
2011 7.79 8.84 1.06 0.05 0.69 0.32
2012 8.06 9.03 0.98 0.05 0.71 0.22
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Table B7: Decomposition of differences between BHW1 and BHW@p 0.1 percent

income share

Difference due to...

Difference

BHW1 BHW2 (BHW2 minus (1) ‘Re- (2) Control

estimate estimate BHW1) ordering’ total (3) Other
2000 2.28 2.66 0.39 0.02 0.20 0.17
2001 1.96 2.35 0.39 0.00 0.17 0.22
2002 2.08 243 0.35 0.02 0.19 0.14
2003 2.07 2.46 0.40 0.05 0.19 0.16
2004 2.12 2.58 0.46 0.08 0.20 0.18
2005 2.14 2.69 0.55 0.13 0.21 0.20
2006 2.40 3.08 0.69 0.10 0.25 0.34
2007 2.33 3.06 0.73 -0.02 0.24 0.51
2008 2.26 2.83 0.57 0.06 0.22 0.29
2009 2.32 2.81 0.49 0.07 0.22 0.20
2010 2.40 2.84 0.44 0.07 0.22 0.15
2011 2.24 2.61 0.38 0.07 0.20 0.10
2012 2.32 2.66 0.35 0.07 0.21 0.07
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Table B8: Decomposition of differences between BHW1 and BHW@p 0.5 percent

income share

Difference due to...

Difference

BHW1 BHW2 (BHW2 minus (1) ‘Re- (2) Control

estimate estimate BHW1) ordering’ total (3) Other
2000 5.26 6.09 0.83 0.00 0.46 0.37
2001 4.80 5.69 0.89 -0.01 0.42 0.48
2002 5.03 5.86 0.83 0.05 0.45 0.33
2003 4.99 5.85 0.86 0.09 0.45 0.32
2004 5.11 6.00 0.89 0.11 0.46 0.32
2005 5.22 6.21 0.99 0.09 0.49 0.41
2006 5.57 6.73 1.15 0.05 0.54 0.56
2007 5.43 6.62 1.18 -0.04 0.53 0.70
2008 5.24 6.23 0.99 0.06 0.48 0.46
2009 5.44 6.37 0.93 0.09 0.50 0.34
2010 5.53 6.40 0.87 0.09 0.50 0.28
2011 5.34 6.11 0.77 0.09 0.48 0.21
2012 551 6.22 0.72 0.09 0.49 0.14
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Table B9: Decomposition of differences between BHW1 and BHWa@p 5 percent income

share
Difference due to...
Difference

BHW1 BHW2 (BHW2 minus (1) ‘Re- (2) Control

estimate estimate BHW1) ordering’ total (3) Other
2000 18.87 21.50 2.63 0.04 1.61 0.98
2001 18.05 20.90 2.86 0.00 1.55 1.31
2002 18.49 21.20 2.71 0.07 1.64 1.00
2003 18.19 20.82 2.63 0.10 1.60 0.93
2004 18.29 20.90 2.60 0.10 1.60 0.90
2005 18.64 21.54 291 0.10 1.71 1.10
2006 19.00 22.22 3.21 0.00 1.78 1.43
2007 18.65 21.74 3.09 -0.11 1.73 1.47
2008 18.43 21.30 2.87 0.01 1.64 1.22
2009 19.24 22.00 2.76 0.11 1.73 0.92
2010 19.43 22.04 2.60 0.10 1.72 0.78
2011 19.44 21.86 2.42 0.09 1.71 0.63
2012 20.18 22.47 2.28 0.08 1.76 0.44
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Table B10: Decomposition of differences between BHW1 and BHW@p 10 percent

income share

Difference due to...

Difference

BHW1 BHW2 (BHW2 minus (1) ‘Re- (2) Control

estimate estimate BHW1) ordering’ total (3) Other
2000 28.78 32.54 3.76 0.04 2.44 1.28
2001 27.69 31.72 4.04 -0.02 2.35 1.71
2002 28.22 32.12 3.90 0.07 2.48 1.35
2003 27.69 31.46 3.78 0.13 2.42 1.23
2004 27.75 31.45 3.70 0.14 241 1.14
2005 28.22 32.32 4.10 0.07 2.57 1.47
2006 28:54 32.98 4.44 0.03 2.65 1.76
2007 28.04 32.24 419 -0.13 2.56 1.77
2008 27.75 31.77 4.02 0.00 2.44 1.58
2009 28.91 32.88 3.97 0.06 2.59 1.31
2010 29.10 32.87 3.76 0.05 2.56 1.15
2011 29.18 32.76 3.58 0.04 2.56 0.98
2012 30.30 33.69 3.39 0.09 2.64 0.66
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