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		Abstract

		This paper analyses the contribution of capital income to income inequality in a cross-national comparison. Using micro-data from the Cross-National Equivalent File (CNEF) for three prominent panel studies, namely the BHPS for Great Britain, the SOEP for West Germany, and the PSID for the USA, a factor decomposition method described by Shorrocks (1982) is applied. The factor decomposition of disposable income into single income components shows that capital income is exceedingly volatile and its share in disposable income has risen in recent years. Moreover, capital income makes a disproportionately high contribution to overall inequality in relation to its share in disposable income. This applies to Germany and the USA in particular. Thus capital income accounts for a large part of disparity in all three countries. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Inequality, capital income, factor decomposition, CNEF

	
	

	
    

    
	

	
	
		JEL Classification: D33, I31, F00

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Fräßdorf,  Anna and Grabka,  Markus and Schwarze,  Johannes, The Impact of Household Capital Income on Income Inequality - A Factor Decomposition Analysis for Great Britain, Germany and the USA (June 2008). SOEPpaper No. 104,  Available at SSRN: https://ssrn.com/abstract=1143828 or http://dx.doi.org/10.2139/ssrn.1143828 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Anna Fräßdorf (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Humboldt University of Berlin  ( email )

			

			
			
				
				
				
					Unter den Linden 6
Berlin, AK Berlin 10099
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Markus Grabka

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				German Institute for Economic Research (DIW Berlin)  ( email )

			

			
			
				
				
				
					Mohrenstrasse 58
SOEP
D-10117 Berlin
Germany
+49-30-89789-339 (Phone)
+49-30-89789-109 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Johannes Schwarze

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Bamberg  ( email )

			

			
			
				
				
				
					Kirschaeckerstrasse 39
Bamberg 96045
Germany
+49 951 863 2600 (Phone)
+49 951 863 5569 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				German Institute for Economic Research (DIW Berlin) 

			

			
			
				
				
				
					Mohrenstraße 58
Berlin, 10117
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: IZA Institute of Labor Economics]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				IZA Institute of Labor Economics 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       84

			

		
		
		
			Abstract Views

			    1,083

		

		
		 
		
			Rank

			  330,962

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       43 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Employment, Income & Informal Economy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Employment, Income & Informal Economy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,461

                                    

                                    
                                        PAPERS

                                           11,108

                                    

                                

                                
                            

                        

                    

                
	
                    Labor: Demographics & Economics of the Family eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Labor: Demographics & Economics of the Family eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              732

                                    

                                    
                                        PAPERS

                                           17,162

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Comparative Political Economy: Comparative Capitalism eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Comparative Political Economy: Comparative Capitalism eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               75

                                    

                                    
                                        PAPERS

                                            9,473

                                    

                                

                                
                            

                        

                    

                
	
                    DIW Berlin German Institute for Economic Research Discussion Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                DIW Berlin German Institute for Economic Research Discussion Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                                7

                                    

                                    
                                        PAPERS

                                            1,532

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Using the P90/P10 Index to Measure US Inequality Trends with Current Population Survey Data: A View from Inside the Census Bureau Vaults

                        
                            By
                                
                                
                                    
                                    Richard V. Burkhauser, 
                                    
                                
                                    
                                    Shuaizhang Feng, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Consistent Cell Means for Topcoded Incomes in the Public Use March CPS (1976-2007)

                        
                            By
                                
                                
                                    
                                    Jeff Larrimore, 
                                    
                                
                                    
                                    Richard V. Burkhauser, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Consistent Cell Means for Topcoded Incomes in the Public Use March CPS (1976-2007)

                        
                            By
                                
                                
                                    
                                    Jeff Larrimore, 
                                    
                                
                                    
                                    Richard V. Burkhauser, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A Comparison of Parametric Models of Income Distribution Across Countries and Over Time

                            
                                By
                                    
                                    
                                        
                                        Ripsy Bandourian, 
                                        
                                    
                                        
                                        James Mcdonald, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating Trends in Us Income Inequality Using the Current Population Survey:  the Importance of Controlling for Censoring

                            
                                By
                                    
                                    
                                        
                                        Richard V. Burkhauser, 
                                        
                                    
                                        
                                        Shuaizhang Feng, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating Trends in US Income Inequality Using the Current Population Survey: The Importance of Controlling for Censoring

                            
                                By
                                    
                                    
                                        
                                        Richard V. Burkhauser, 
                                        
                                    
                                        
                                        Shuaizhang Feng, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating Trends in U.S. Income Inequality Using the Current Population Survey: The Importance of Controlling for Censoring

                            
                                By
                                    
                                    
                                        
                                        Richard V. Burkhauser, 
                                        
                                    
                                        
                                        Shuaizhang Feng, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trends in the Relative Household Income of Working-Age Men with Work Limitations: Correcting the Record Using Internal Current Population Survey Data

                            
                                By
                                    
                                    
                                        
                                        Richard V. Burkhauser
                                         and 
                                    
                                        
                                        Jeff Larrimore
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.124 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
