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1 Introduction

The recent rise in income inequdlity in the United States (US) and the United Kingdom (UK)
has to be seen in both international and hitorical context. RiSng income inegudity in Anglo-Saxon
countries has not necessarily been followed in other OECD countries. The Netherlandsiis of
particular interest on this account, Snce it has seen an impressive growth of employment since the
1980s, and its unemployment rate has been closer to that of the US than to the EU average. Itis
natura to ask how far this employment policy has involved increased inequality in market incomes.
The recent devel opments have moreover to be seen in the light of the longer-run evolution of the
persond income distribution. For much of the first three-quarters of the twentieth century the
dominant tendency had been for a decline in inequdity. Tony Crodand wrotein his Future of
Socialism that in Britain “the distribution of persond income has become significantly more equa”
(1964, page 31). In an article written in 1979, Jan Pen summarised the experience of the
Netherlands as "aclear case of leveling”. Itisinteresting to ask how far changesin the 1980s and
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1990s have reversed the long-run tendency towards reduced inequdity. How different was the end
of the twentieth century from the beginning? The am of this paper isto throw light on the differences
across the two countries and across time at the top of the income digtribution.

Taking along-run and cross-country perspective on income didribution is important if we
are to understand the underlying determinants, but implementing such an gpproach poses mgjor
problemsin terms of data availability. In this pgper we draw on one source that has been relaively
under-utilised: the income tax returns. For the UK we use the published income tax tabulations; for
the Netherlands we use the published tabulations for earlier years and the micro-data from tax
records for more recent years. The income tax data are often regarded with considerable disbelief.
There are indeed good grounds for doubting theincome tax data. They are collected as part of an
adminigtrative process, which is not tailored to the needs of our andys's, o that the definitions of
income, of income unit, etc are not those necessarily that we would have chosen. People not subject
to taxation are omitted, and in the early days of income taxation they condtituted a mgjor part of the
population. Those paying tax have afinancid incentive to present thair affairsin such away that
reduces tax ligbilities. But these observations do not mean that the data are worthless. In that they
measure with error the “true’ variable in which we are interested, they are no different from other
economic data. Moreover, they are the only source on which we can draw for much of the twentieth
century. For these reasons, this source seems well worth further exploration.

The use of income tax data has indeed long historicd roots. The work of Kuznetsin the US
on the Shares of Upper Income Groups in Income and Savings (1953) was based on the federa
income tax returns. In the UK, Bowley (1914), Stamp (1916 and 1936), Champernowne (1936
and 1973), among others, studied the data resulting from the introduction of "super-tax” in 1908. In
the Netherlands, Schultz (1968) and Hartog and V eenbergen (1978) (see dso Hartog, 1983)
constructed along time series of income distribution estimates from 1914-1972 using the published
income tax gatigtics. In Denmark, Sarensen (1993) made estimates using the Danish income tax
datafrom 1870-1986. But, with these exceptions, income tax data have been little used in recent
years. (See Morrisson, 2000, for asurvey of historical datafor Europe.) Fresh impetus has
however been given by the work of Piketty (2000) on top incomes for France. Piketty utilised the
income tax returns available from 1915 to cdculate the shares in total gross income of top incomes.
Together with Saez, he has constructed estimates for the United States that update, and modify, the
work of Kuznets (Piketty and Saez, 2001). Atkinson (2002) has used super-tax and income tax
datafor the UK to congtruct top income series for the period 1908-1999. Saez and Veall (2003)
have constructed estimates for Canada covering the period 1920-2000.



The am of this paper isto compare the development of the top part of the distribution of
income over time in the Netherlands and the UK, two European countries with interesting smilarities
and interegting differences. Both are maritime nations; both have in their time been leaders of the
world economy and then been overtaken. Both lost their colonies during the twentieth century; both
experimented with incomes policiesin the post-war period. They differ in scale (the UK population
being about four times that of the Netherlands). The countries differ in their wartime experience. In
Section 2, we describe the data for the UK, as used in Atkinson (2002) and for the Netherlands,
building on the work of Schultz, Hartog and V eenbergen, but extending the series beyond 1972
using the Income Panel Survey micro-data from 1977. The methods gpplied in using the income tax
data, and particularly the derivation of control totals for tota population and total income, are set out
in Section 3. In Section 4, we present the results for the share of top incomesin away that
emphasi ses the cross-country comparison, but which allows the reader to draw conclusions about
the Netherlands and the UK separately. The results are summarised in Section 5.

2 Income Tax Data on Top Incomesin the Netherlands and the UK

Income tax data dlow the possibility of comparing the long-run inequaity patternsin
different countries (see Kraus, 1981, for avauable survey of datafrom this source). In this section,
we describe the sources on gross and net incomes for the Netherlands (published income tax
tabulations and the Income Panel Survey (1PO)) and those for the UK (published tabulations from
the super-tax/surtax data and from the Survey of Persond Incomes (SPI) derived from income tax
records). For further information about the Netherlands data, see Nierop and Salverda (2003), and
about the UK data see Atkinson (2002).

2.1 Income Tax Data for the Netherlands

Theincome tax was introduced in the Netherlands on 1 May 1915, and the first datarelate
to the tax year 1915/16. We make use of the same sources as Hartog and V eenbergen (1978) —
see Appendix A. The digribution of taxable (gross) incomes wasiinitidly published in Jaar Cijfers
voor het Koninkrijk der Nederlanden or (from 1925) Jaarcijfers voor Nederland (both referred
to as JC), and then from 1931 in the annua Satistiek der Rijksfinancién. In the latter source, the
tabulations are very detalled; in some higher ranges the numbers of incomes are in singlefigures. The
Centraa Bureau voor de Statistiek (CBS) in the 1930s published aless detailed digtribution in a
volume Statistiek der Inkomens en Vermogens in Nederland, containing digtributiond deta
classfied by locd communities. The data rdate to tax units, combining the incomes of husbands and
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wives, and including the non-Iabour income of under-age children. The tables show the amounts of
tax deducted, s0 that one can caculate the net of tax income for each range, but thisis classfied by
the range of grossincome.

According to the notes to the tables in early years, the assessment was based on income
sources exigting a 1 May of each year, but later the notes refer to income in the preceding year.
According to JC 1937 (page 196) “in generd the figures relate to the preceding year”. The notesto
JC 1943-1946, say (in English) “These figures rdae in generd to the incomes received in the
caendar year preceding the fiscd year” (page 342). Thisindicates that the figures for, say, 1938/39
relate to the calendar year 1937. Thisisthe procedure followed from 1915/16, taken to represent
1914, to 1940/41, taken to represent 1939. Corroborative evidence is provided by the footnote
attached to the figure for 1938/39 (SR 1940, Table XVL, note 12) attributing the rise from 1937/38
to the effect of the devauation of 28 September 1936. It aso appears consstent with Hartog and
Veenbergen (1978), who give pre-war figures for 1914 to 1939. It appears that the timing then
changed with the introduction of a new income tax regime from 1 January 1941. Datafor 1941 and
1946 are taken as relating to those years.

From 1950, the income tax data formed the basis for an officid analysis of income
digtribution covering in principle the whole population, published as Inkomens- en
Vermogensverdeling (IenV). Results are dso published in the Statistical Y earbook (SY). As
described, for example, in Inkomenverdelings 1959 en ver mogensver deling 1960, the etimates
of the distribution are derived from tax forms (income and property tax) and are based on asample
for incomes below 30,000 guilders and property below 300,000 guilders, with complete coverage
above these limits. The CBS, with accessto the individua data, was able to carry out detailed
andyses. Tabulations are given, for example, by “totd income’ (totaalinkomen), by “typica income’
(kerninkomen), and by “ spendable income” (besteedbaar inkomen). Totd income is grossincome,
including benefits paid by the employer, minus expenses necessarily incurred in obtaining thisincome
minus losses not aready deducted, fiscal deductions (except those related to private houses) and
certain persond obligations (but not pension contributions). Information on spendable incomeis
available from 1959. Spendable income deducts income tax and socia security contributions,
interest paid and deductions for private houses (but excludes imputed rent on owner-occupied
houses). The data are taken to refer to the year indicated: i.e. the Inkomensverdeling 1958 figures
relate to 1958. Thisis again consistent with Hartog and \Veenbergen (1978).> The methods of
andysis have varied over the years, with substantid changes being made in 1964, for which two

? Although they do not give afigure for 1941 (from JC 1947-1950, page 268).



estimates are presented below, alowing a comparison to be made.

The unit of analysis up to 1979 isthe tax unit, or “inkomenstrekker”, asin the tax data. After
1979 the CBS andysiswas carried out in terms of households, and the published tables provided
less detail at the top, athough a specid analysis was made for 1980-1984 that gave the distribution
by disposable income (de Kleijn and van de Stadtt, 1987, page 12). For this reason, we have used
micro-data from the Income Panel Survey for the period from 1977. In PO imputed rent isincluded
in disposableincome. In 1979 the lenV datardate to full year incomes, so that thereisin fact no

overlap (the lenV seriesfor total income ending in 1975).

The Income Pandl Survey (1PQ)
The IPO data are described in Nierop and Salverda (2003). The main sourceisthe annua

income tax files, which are combined with other public administrative sources such as those covering
rent subsidies, student grants and child alowances. The survey is arandom sample of the population
aged 15 and over, and comprisesinformation on persond income that is combined to form
household incomes. The number of casesis around 200,000; they are reweighted to make the
survey nationdly representative in terms of household characteritics.

I . i | Satisica .
The tax legidation affects the comparability of the figures both with the UK and interndly

across time in the Netherlands. Hartog and V eenbergen describe three fiscal regimes: the 1914 Act,
thel941 Act and 1964 Act. Asthey note, the 1914 legidation wasin effect for along period,
alowing continuity in data collection. The 1941 Act changed, among other aspects, the treatment of
‘new sources of income. Under theinitia legidation, existing sources of income were taxed onthe
bads of incomein the preceding year, but a prediction was made of the income from new sources.
After 1941 only past income was included.

The tax trestment of households evolved as follows (cf. Pott-Buter and Tijdens, 2002).
From the tart in 1914 to 1972 the basic principle was to take the incomes of married persons
together and tax them as one income, dthough some changes were made to the way they were
added together, initidly (1941) to influence the level of taxation between couples and singles and
later (1962) to dso stimulate the employment participation of women. From 1973 on, the income
from |abour of married women was taxed individualy (from 1976 extended to disability benefit)
while dl other types of income and tax deductions not related to labour gill had to be declared by
the man or, later, the highest earner in the household. This principle has remained unchanged until the
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magor revison of the tax system in 2001 — introduced just after the end of the period covered here.
Since then severa other types of income and deductions can be split between the two partners as
they wish for optimising their tax contribution. During the period 1973-2000, severa important
changes were made to the practice of gpplying the principle with important effects, on the one hand,
on femade (part-time) employment participation — which outside the scope of this contribution — and,
on the other hand, aso on the demarcation of the household. Under certain conditions, people living
together without formal marriage can opt for ‘fiscal partnership’ and be treated on the same basis as
married couples. The financid structure of the tax system can encourage this. The quantitative
importance of this partnership is unknown.

In the Satistical trestment there were changesin the treetment of part-year incomesin 1964.
Whereas income had previoudy been converted to an annua equivaent, the * assessment to time
proportion’ was introduced (Statistical Y earbook of the Netherlands 1971, page 283). This
affected the gatistics. Subsequently, tax units were dlocated to intervas on the basis of their annua
income but only actua income was added to the amounts. There is therefore a noticeable break in

the seriesin 1964 and two estimates are given for that yesar.

Netherlands Datar A Summary
The main components of the Dutch data for the distribution of income (total and disposable)

by tax units may be summarised asfollows:

1914-1946: from tabulated income tax data, published in JC and Statistiek der Rijksfinancién;
informetion on gross income (and net income by range of gross income), with break in continuity in
1941,
1950-1975: from tabulated datain lenV with break in continuity in 1964; information on gross
income (and spendable income from 1959);
1977-1999: information on gross income and spendable income from 1PO micro-data.

We have therefore a three-part series, in contrast to the unified series for France
constructed by Piketty (2000) and the Anglo-Saxon series. As however will become clear in the
next section, the series for the UK is also marked by two bresks.

2.2 Income Tax Data for the UK
The income tax began much earlier in the UK (in 1799) but the data are in fact lessrich,
gnceits form of administration for much of the subsequent period was not well suited to the purpose
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of measuring the distribution of the total income of taxpaying units. The basic problem lay in the
schedular system. With different income tax schedules covering different sources of income, the
authorities did not know the tota income of individuas, which could be the subject of severd
separate assessments. The first British income tax, Aitt's Act of 1799, did require an assessment of
total income (and there are data for 1801), but the schedular system, and deduction of tax a source
for certain classes of income, were adopted when the income tax was re-introduced by Addington
in 1803.

In these circumstances, a particular importance attaches to the introduction in 1909 of
“super-tax", which was an additiona income tax levied on the total incomes of the very rich. This
provided information on total incomes that had not previoudy been available on aregular basis.
More precisdy, we have annud tabulations, by range of totd income as measured for tax purposes
(i.e. grossincome), of the number of "persons’ and "total income assessed”, covering tax years (see
Appendix B for alist of the sources). The super-tax information has shortcomings and covers only a
amdl fraction of the population, but it provides a source of evidence about the distribution of top
incomes for every year. Super-tax was renamed "surtax" in 1927. The basic source of information
are the Annual Reports of the Inland Revenue, they are referred to below as AR.

The super-tax/surtax data are valuable but they are limited to the very top of the distribution
and cameto an end in 1973/4 when income tax and surtax were merged into asingle unified income
tax. Statigtics for the whole income-tax paying population comparable with those published in the
Dutch Satistiek der Rijksfinancién are only available when the Inland Revenue assembled
information from different schedules to arrive at estimates of total income for individud taxpayers.
Such aspecid investigation was first conducted for incomes assessed for the income tax year 1918-
9, repeated for 1919-20 and 1937-8, taken asreferring to incomesin the calendar years 1918,
1919 and 1937, respectively, athough this timing is only approximate® Out of this grew the Survey
of Personal Incomes (SP1), when the Inland Revenue began a series of quinquennid inquiries (1949-
50, 1954-5, 1959-60, 1964-5, and 1969-79) based on the information contained in the income tax
records for a sample of taxpayers.* From 1963-4 this was supplemented by smaller annua surveys
with asample sze of around 125,000, and these continue to the present day. The advantages and
disadvantages of this source are well described in the 1979-80 survey: “The Survey of Persond

® Thetiming is complicated by the fact that different types of income are assessed at different dates.
Income returned for the tax year 1937-8 in part relates to income accruing in that year (for example
the income of weekly wage-earners assessed hdf-yearly) and in part to income in the year 1936-7
S%e AR 1939-40, page 29 and Barna, 1945, page 254).

The figures from the Inland Revenue specid enquiries are referred to below as the SPI distributions
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Incomesis the largest regular survey conducted in the field of persona incomes and, being based on
adminigrative records rather than household enquiries, it benefits from a high response rate and
complete objectivity. On the other hand, it does suffer certain drawbacks, notably in coverage, both
of the population and of income. Out of atotal population of “tax units” of about 29 million in 1979
80, the income survey fully covered about 23 million — nearly 80 per cent — the remaining 20 per
cent conssting mainly of the ederly people whose incomes were not high enough to be taxable. The
coverage of income in the survey extends only to income subject to tax; income excluded from tax
such as certain socid security benefits (principaly sickness, unemployment and supplementary
benefits and, since 1977-78, child benefit) is excluded.” (Inland Revenue, 1983, page 8).

The 1918 and 1919 UK dtatigtics show the tax deducted, so that we have the distribution of
net of tax income but by range of grossincome. The distribution by net of tax incomeis first
availablefor 1937. (See Appendix B for alist of the sources.) 1t should be noted that this definition
differs from that of digposable income in the Netherlands, in that socid security contributions are not
deducted in the UK after tax digtribution. The SPI distributions have been used by the Centrd
Statigtica Officeto arrive at estimates of the distribution of income, referred to as the “Blue Book”
edimates, as they were published for many years in the nationa income Blue Books.

Together, these sources cover virtudly the whole of the twentieth century. Where they
overlap, we take the SPI estimates, as they cover alarger fraction of the population, and give
information by range of net income. Even though there are certain differences, the resulting figures
are very close for the income groups that are common to the two sources, and they are treated as
equivaent. The SPI results are based on tabulations published regularly in the Annua Reports of the
Inland Revenue, or later in Inland Revenue Statistics (see Appendix B). Micro-data are available
from the Data Archive a the University of Essex for only asmall number of years (1985-86, 1995-
96, 1996-97 and 1997-98) and have not been used.

I . 4 I | Satictica I
The tax law has changed frequently over the period 1908-1999. Legidation hasin some

cases extended the tax base (for instance, surtax directions for close companies, and inclusion of
short-term capita gains) and in others narrowed the base (for example, cessation of the taxation of
imputed rents on owner-occupied houses and the replacement of taxable family alowances by tax-
free child benefit). There have been changes in the compass of the tax unit, including the aggregation,
and then disaggregation, of a child's investment income with that of the parents. There have aso, as

(even though the term was only introduced in 1949-50).



we have dready seen, been mgor changes in the way tax statistics are collected and published.

Of potentia sgnificance here are two changes. Thefirgt isin the form of tax gatistics. From
1975-6, the figures relate to total income. Prior to the SPI 1976-6, the distribution relates to total
net income, which differsfrom total incomein that it deducts (i) dlowable interest payments such
as those for house purchasg, (i) dimony and maintenance payments, (iii) retirement annuity
premiums, and (iv) other alowable annua payments. The use of the term “net” is potentidly
confusing, Snce it here relates, not to after-tax income, but to income before tax but after deduction
of alowable outgoings. In 1975-6, the difference was £2.4 hillion, or some 3% of total income. The
Central Statigticd Office (1978) anadysed the distributional consequences of the change in definition
in 1975-6 showing that it particularly affected the highest percentile, which increased by 5.6%. The
effect on top shares was however rdatively modest: the share of the top 1% was shown asrisng
from 5.6 to 5.7%, and that of the top 10% from 25.8% to 26.2%.

The second structural break came in 1990 when independent taxation was introduced for
husbands and wives. Until 1990, the incomes of husband and wife were aggregated in the SPI data
(this applied even where there had been election for separate taxation). Atkinson and Harrison
(1978, Chapter 9) consider the comparison of distributions with different definitions of the tax unit. If
wetreat dl units asweighted equaly (so couples do not count twice) and take total income, then the
impact of moving from a couple-based to an individua- based system depends on the joint
digtribution of income. A useful specid caseis that where the margind digtributions are such thet the
upper tail is Pareto in form with exponent a. Suppose firg that dl rich people are either unmarried or
have partners with zero income. The number of individuas with incomesin excess of £X isthe same
as the number of units and their totd income isthe same. The overdl totd of income is unchanged,
but the number of individuals exceeds the number of tax units (by afactor written as (1+m)). This
means that to locate the top 1%, we now need to go further down the digtribution, and, given, the
Pareto assumption, the share rises by afactor (1+m)™™%. With a=2 and m = 0.4, this equals 1.18.
On the other hand, if dl rich tax units consst of couples with equa incomes, then the same amount
(and share) of totd income isrecaived by 2/(1+m) times the fraction of the population. In the case of
the Pareto distribution, this means that the share of the top 1% is reduced by afactor (2/(1+m))*™2.

With a= 2 and m = 0.4, thisequas 1.2. We have therefore likely bounds on the effect of moving to
anindividud bags. If the share of the top 1% is 8%, then this could be increased to 9.4% or
reduced to 6.7%. This second structurd bresk is therefore potentially more significant.



UK Data A Simmary

The main components of the UK data for the distribution of income (total and disposable)
by tax units are therefore:

Tabulated data from SPI datafor 1918, 1919, 1937, 1949, 1954, 1959, 1962-1999 (except 1980
where data missing) covering distribution by gross and, from 1937, by net of tax income, with
structura breaksin 1975-6 (minor) and 1990-1 (mgjor);

Tabulated data from super-tax/surtax returnsfor al years from 1908 to 1972 covering didtribution
by grossincomes.

The main features of the super-tax/surtax/SPl data are summarised in Table 1, with for
comparison the equivadent information for the Dutch tabulated data in Statistiek der Rijksfinancién
(SR) and in Inkomens- en Vermogensverdeling (lenV). The years of coverage for the two
countries and for the two income concepts are illustrated in Figure 1.
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Table 1 Comparison of Income Tax Data Sour ces

Data UK Netherlands
Geographical United Kingdom, which prior to 1921 includeswhat is | Kingdom of the Netherlands; does not include
coverage now the Irish Republic; does not include colonies. colonies.

Unit of analysis

Tax unit, essentially married couple or single adult
(main other group is minor children with own income)
until 1990 when independent taxation of husbands
and wives introduced, when unit becomesindividual.

Tax unit, essentially married couple or single adult
(but nowadays people may choose ‘fiscal
partnership’ without marrage.

Coverage of Units with income above the threshold for Tax data (up to 1946) restricted to taxpayers; lenV
population supertax/surtax, or above a specified level (SP1). seeks to cover whole population
Definition of Total grossincome (net of allowable deductionsuntil | Total grossincome and total disposableincome.
income 1975-6) and total net of tax income.
Timing Income computed for tax year (ending 5 April inyear | seetext
T); to allow for lags, taken asincome accruing in
calendar year T-1; supertax years renumbered to allow
for fact that tax assessed in year T+1.
Processing Final figuresin case of supertax/surtax, typically 6 Generally based on final figures as agreed by the tax
delays years after T; SPI typically based on provisional authorities; publication usually 5-6 years after T
figures.
Number of 11 rangesin original supertax data, increasing to 17 Intax datavaries over yearsfrom 9 (1922) to 34
ranges rangesin later years (1928); in lenV around 30 (e.g. 32in 1958)
Limit on No limit, lowest number 37 taxpayers No limit inincome tax tabulations, lowest positive

numbersin cell

number 1 taxpayer

Information on

No information in supertax returns; surtax datafrom

Distribution classified by married/single from 1930 .

tax unit 1965 show married/single; SPI from 1937 has family The IPO surveys present more detail such as age and
composition composition. other members of the household except the couple.
Information on Distribution of net of tax income by range of net of tax | Distribution of spendable income available from

net incomes income availablein SPI from 1937-8; distribution of 1959; distribution of net of tax income by range of

net of tax income by range of grossincome available
in SPI from 1918.

gross income available from 1914.
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3 Methods

The use of the income tax data to study the distribution of income raises anumber of
methodologica problems. In ng the evidence, we apply both an absolute standard,
consdering the deficiencies of the data compared with atheoretical ided, and a comparétive
standard, asking how far the series for the two countries may be regarded as comparable. Tax
avoidance for example may cause the shares of top income groups to be understated, but it may do
so to asmilar extent in the two countries. In the same way, when we are seeking comparability over
time, a congtant leve of tax avoidance may not affect the conclusions regarding changes over time.
Put differently, there is atension between achieving the best estimate a a point in time, and
maintaining consgstency across countries and across time. Thistengon is familiar to nationa income
datisticians, where improvements in present day measures may cause problems for the caculation of
growth rates or for the comparison of GDP across countries. Aswill be evident below, our
gpproach involves compromises between what would be the best measure of the income distribution
a apoint in time and the desire the compare with quite distant periods in the past (the beginning of
the twentieth century) and across the Netherlands and the UK.

The basic limitation is that, for many years, the tax data give only partid coverage of the
population. Here we follow two approaches, which we can associate with Kuznets and with Pareto.

The approach of Kuznets (1953) was to compare the income tax data with countrywide
estimates of the total population and of the total income. In the case of the UK in 1908 this means
that we take the 11,328 tax units in 1908 and express them as a percentage (0.05%) of the
edimated total number of tax units. Similarly we take their total income of £139.6 million and
expressit as a percentage of estimated totd income, which gives 8.8%. The key issue hereisthen
the derivation of the control totals for total tax units and total income. These reference totals are
discussed below.

The second method focuses on the distribution within the top group. If we have a control
total for population, we can calculate for example the share of the top 1% within the top 10%. This
gives ameasure of the degree of inequality among the top incomes. Such an approach has been long
used: see Macgregor (1936), who noted that it made a bridge between Pareto and Lorenz.
Suppose again that the upper tail of the distribution approaches the Pareto form: i.e. that the

cumulative digtribution F is such that (1-F) is proportiond to y°, wherey isincome. If we assume
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that this holds exactly within the top income group, then thisimplies that the share of thetop 1
percent within the top 10 percent is (0.1)"?. The same value would be obtained if we took the
share of the top 0.1% in the top 1%. By taking the share within the taxpaying population, we do not
need to estimate the total income, athough we till need atota for the population. It should be noted
that where the digtribution is not exactly Pareto, this method would yield a different value for the
Pareto coefficient afrom that reached, for example, by using the cut-off vaue of income aswel as
the cumulative frequency distribution and the cumulative total income. (Put differently, the implied
dope of the Lorenz curve may not equa the cut- off vaue of income.) Moreover, it uses informeation
on al ranges above (via the cumulative income share), in contrast to methods of caculating the
Pareto exponent that use adjacent points on the cumulative distribution. For this reason, we shall
refer to it as the Pareto- Lorenz coefficient, snceit isthe Pareto coefficient derived from the Lorenz
curve without resort to the income cut-off leve.

3.1 Control Totalsfor Population

The control total we are seeking is that for the totd of tax unitsin the population. It should
be stressed that the total number of tax units should not be confused with the total number of actua
taxpayers, which may be considerably smaller. In the Netherlands in 1935 for example there were
1.3 million taxpaying units, whereas our estimated control tota is some 4 million.

Our gtarting pointsin both countries isto take the tota population aged 15+ at a specified
date and subtract the number of married females or, in the Netherlands, the number of married men
where thisis smaler. (See Appendices C and D for the details.) This* constructed total” would be a
correct control totd for tax unitsif dl children under the age of 15 were dependent and dl children
aged 15+ formed separate tax units. This totd is then compared with official estimates available for
certain years. In the UK, the Blue Book estimates prepared by the Central Statistical Office provide
abenchmark, and the control total is adjusted to the same basis — see Atkinson, 2002, Appendix A
for details and for the find numbers of tax units. The totd for tax unitsistypicaly lessthan the
congructed totd. Among the reasons for the difference is that the number of children under the age
of 15 with their own income (for example from investments) is smaller than the number of children
aged 15+ who have no independent income. From 1990, when independent taxation was
introduced for husbands and wives, the UK figure is based on the total number of persons aged 15+
(this differsfrom Atkinson, 2002).

In the case of the Netherlands, we show in Table C1 the constructed total and the number
of income units recorded in the lenV and the IPO estimates. While in the early years there was
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recognised to be a subgtantia shortfall in the lenV, the total converged over time towards the
constructed total. By 1999 the PO total was fairly stable at around 95% of the constructed tota,
and the coverage was believed to be complete. We have therefore taken the | PO totals when
presenting these estimates, and a fixed proportion (95%) of the constructed tota for dl earlier years
—see Appendix C.

It should be noted that this gpproach does not alow for the existence in the tax data of part-
year incomes. Part-year units may arise for severa reasons. People reach the age of 15 in the
course of the tax year; people die in the tax year; women marry in the course of the tax year and
cease to be separate units; people may emigrate or immigrate. Officid studies using the tax data
often make corrections for such units. The lenV studies in a number of years converted part-year
incomesinto annua equivaents® In the UK, the problem of ‘ part-year units was examined by the
Roya Commission on the Didtribution of Income and Wedth (1979, page 36). Adjustments to the
digribution of before tax income indicated that in 1975/6 the exclusion of such units would have
reduced the Gini coefficient from 37.3% to 34.7%, but would have had a much smaller impact on
the upper income groups, reducing the share of the top 10% by 0.3 percentage points.

3.2 Control Totalsfor Total Income

In considering the definition of income, it may be helpful to work back from total persond
income as recorded in nationa accounts. The nationd accounts totad for persond incomeis
important in view of the fact that the nationa accounts are a valuable historica benchmark and alink
across countries via the United Nations System of Nationa Accounts (SNA). The different stages
are st out schematicaly below:

Persond sector total income
- Non-Household income (e.g. charities)
= Household sector tota income (H)

- Items not included in preferred definition of income (e.g. employers socid security
contributions)

= Preferred Household Income Definition (P)

- Items not included intax base  (e.g. certain socid security benefits)

® This may be done in at least two ways. we could treat a person present with an income of Y for

haf the year as 1 person with income 2Y or as haf a person withincomeY..
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Taxable Household Income (T)

Taxable Income of those not included in tax gatigtics (“nonHfilers’)

Tax Statigtics Income (S)

The firg adjustment is to diminate non-household dements. The persond sector is more
extensve than households and unincorporated businesses: it includesin the UK for example, life
assurance and pension funds, and private nor profit-making bodies serving persons (such as
univergties, charities, churches, trade unions). The second adjustment arises because the definition
of income “preferred” in typica digributiona anadyses by centrd Satistical offices differs from that
adopted in the national accounts.” For example, imputed rent on owner-occupied housing fegturesin
national accounts estimates but is usualy not included in distributional studies. Here and elsewhere
the differences work in both directions, so that the minus sign may in fact be in front of anegetive
quantity. The tax base does not of course necessarily correspond to this preferred definition.

Typica tax laws do not dlow full deduction of al interest paid; on the other hand, socid security
payments may not be taxable. The taxable income may refer to an earlier time period (which iswhy
nationa account figures may include a reference period adjustment). The recorded taxable income
may, moreover, differ from the true value on account of understatement. Finally, as aready stressed,
there are people not included (“nonHfilers’).

Theincome tax gatigticsin the Netherlands have been more extensive in their coverage of
the population than those in the UK for most of the period. The lenV estimates are described by the
CBS asgiving since 1975 “an dmost complete picture’, and for the IPO estimates from 1977 we
take the totals as reported. For the pre-Second World War period, the Netherlands statistical office
has made estimates of the income of non-filers, and these have been used directly. We are following
here Hartog and Veenbergen (1978). For the interim period (1946-1975), we allocate to each non-
filing tax unit a percentage of the mean income of filers, amethod used by Piketty and Saez (2001)
inthe US.

In the UK, the CSO has made estimates of total “alocated” income asthe basisfor its
estimates of the digtribution of income. The methods are described in detail by Ramprakash (1975)
and Stark (1972 and 1978). In Atkinson (2002), this was used as the basis for the estimated
digtributions. Such abasis does however correspond to definition P in the typology above, rather

® The theoretical relation between the definition of income in the national accounts and the control
total for income appropriate for income digtribution andyss has been examined in detall by the
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than the definition T reached by adding to tax statigtics income the income of non-filers. In what
follows (see Appendix D for more details) we have taken as abasis estimates of the total “taxable
pensions and employment income that are missed from the SPI because they are not of sufficient
szeto betaxed” (Ramprakash, 1975, page 78). For 1972/73, thisincreased the SPI totd of
£40,778 million to £43,316 million, which is less than the dlocated tota of £45,764 million. These
edimates only exist for asmal number of years, and for much of the period consderable additiond
estimation is necessary (see Appendix D). For the period since 1945 the most important missing
elements have been pension income, from state and private sources, and the evidence suggests that
non-filing of employment income is sufficiently smal to be ignored. For the period prior to 1945,
when the proportion of filers was much smaler, it has been necessary to make estimates of the
wages not assessed, of salaries and sdf-employment income below the exemption leve, of
dividends below the exemption level and of contributory pensons. In making these new estimates of
total taxable income, considerable use has been made of the earlier work of Bowley and Stamp
(1927), Clark (1937), Bowley (1937), Barna (1945), and Feinstein (1972). The resulting totals are
shown in TablesD1 and D2 in Appendix D. It should be emphasised that they are surrounded with
considerable uncertainty and that certain periods are better covered by the necessary ingredient
series and by contemporary estimates providing points of reference. The war periods and the years
immediately following the First World War are particularly subject to error. Feingtein (1972) givesa
grading of B (“good”) to many of the underlying nationd accounts series, indicating an error of
+(5%-15%). For the war years and 1918-1920 the upper end of this possible range seems
appropriate; for other years 5% may be a reasonable guide.

3.3 Gross and Disposable Income Distributions

We are interested both in gross and digposable income digtributions, in the sense that the
former embodies the implications of the market economy for individuas and that the laiter represents
disposable resources. The definition of these concepts does however raise anumber of issues. As
dready noted, the term “net” is used in different ways. Here we take the term as gpplying to the
distribution of income after tax, but this can mean after deducting income tax (asin the UK case) or
after deducting income tax and socid security contributions, or after deducting dl direct taxes. The
treatment of socia security contributions poses particular problems. Should we deduct the whole
contributions paid, or only that part which does not correspond to current or future services? Should
any digtinction be drawn between public and private schemes? Isit logicd to treat employee

Canberra Expert Group on Household Income Statistics (2001). 6
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contributions differently from those made by employers?

Here we adopt a pragmatic approach. In the case of the UK, we use “ net of tax income” as
described above. The control totd is that described above less the total income tax paid. In the
Netherlands, we use the officid estimates of the distribution of spendable income which are available
from 1959. Spendable income deducts income tax and socia security contributions, interest paid
and deductions for private houses (but excludes imputed rent on owner-occupied houses). The
differences between these two concepts needs to be borne in mind in what follows.

Thereisdso information, not used here, in earlier yearsin both countries referring to the
digtribution of net of tax income classified by range of grossincome A caculation of the share of
thetop 1% in tota net of tax income from this classification will provide an under-estimate, sSince the

re-ranking to classify by net of tax income can only increase the measured share.

3.4 Interpolation

Where the basic data on which we are drawing are in the form of grouped tabulations, then,
gncetheintervals do not in generd coincide with the percentage groups of the population with which
we are concerned (such as the top 0.1%), we have to interpolate in order to arrive at values for
summary statistics such as the percentiles and shares of tota income. The distributions typicaly
show the number of tax units, and the tota amount of income, in each of a number of specified
ranges of income (e.g. 1000 to 1500 guilders), with an openended top interva. The standard
practice, adopted by Feenberg and Poterba (1993 and 2000) and Piketty (2000), is to assume that
the digtribution is Pareto in form. This method has however the problem that, as noted earlier, the
information described above dlows us to obtain more than one vaue for the exponent of the Pareto
digribution, and hence different interpolated vaues. An dternative gpproach is based on placing
upper and lower bounds. Gross upper and lower bounds on the Lorenz curve can be obtained by
joining the observed points linearly or by forming the envelope of lines drawn through the observed
points with dopes equa to the interval endpoints divided by the mean (see Cowell, 1995, page
114). Where there are detailed ranges, asin much of the early Dutch data, the results for the lower
bound (linearised Lorenz curve) are normally very close to the upper bound (indistinguishable on the
graphs drawn), but in other cases the differences can be more marked, depending on where the
ranges fdl in relaion to the shares in which we are intereted. In the tables we show in itdics
estimates cases where there are noticesble differences between the lower and upper bounds.” In

’ The following rule of thumb was adopted. The difference was treated as “noticesble’” where it

exceeded 0.25 for shares less than 5%, 0.5 for shares between 5 and 10%, 1.0 for shares between
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order to give asingle estimate, we have used the mean-split histogram. The rationae is asfollows.
Assuming, as seems reasonable in the case of top incomes, that the frequency digtribution is non
decreasing, then tighter, restricted bounds can be caculated (Gastwirth, 1972). These bounds are
limiting forms of the split histogram, with one of the two densties tending to zero or infinity - see
Atkinson (2002, Appendix C). Guaranteed to lie between these is the histogram split at the interva

mean with sections of positive density on either side®

4 The Digtribution of Top Incomesin the Netherlands and UK Compared

In this section, we summarise the main findings for the two countries. Tables 2NL and 2UK,
and Figures 2A and 2B, summarise the results for the percentile shares covering the following
groups. top 10%, top 5%, top 1%, 0.5%, and 0.1%. In the case of the Netherlands, two explicit
breaks are shown. For 1964, we can compare the two estimates, and the differences appear small:
0.44% for the share of the top 10%, which was some 34%. This “break” is not therefore signaled in
Figures 2A and 2B. The switch from the lenV to |PO estimates does not dlow any overlap year,
but the first PO figures, for 1977, are mostly closer to the lenV figures for 1975 than the latter are
to the lenV figuresfor 1973. For the UK, we have shown in Table 2UK three breaks. the
independence of Southern Ireland in 1920, the change in definitions in 1974, and the switch to
independent taxation in 1990. Only the latter seems material.

In the case of the Netherlands, we can compare our estimates for the top 10% with those of
Hartog and Veenbergen (1978, Table 1). Their etimates cover the period 1914 to 1972. "At the
end of the period, the estimates are very close (less than half a percentage point). Initiadly our
estimates are about 3.5 percentage points higher, with the difference declining between 1939 and
1950 to around 2 percentage points and then narrowing. On this basis, we show amodestly larger
fdl in the share of the top 10% over the period as a whole. Hartog and V eenbergen did not
disaggregate the top 10%, but they show (Table 2) the percentage of income recipients per income
decile. For 1914 they show 1% of tax units receiving 20% of total income, whichisvery closeto
our figure; for 1972 they show 1% receiving 10% of tota income, which isagain very close to our
figure

When we compare the two countries, what is the broad picture? For the first three-quarters

10 and 20%, 2.0 for shares between 20 and 30%, and 3.0 for shares above 30%.
® We show by shading the (very small) number of cases where the mean for the relevant range

exceeded the midpoint, thus contradicting the non-increasing density assumption. 8
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of the century, the share of top income groups fell sharply in both countries. The top 1% began with
some 20% of total gross income, but by 1977 this share had fallen to about 6%. The share of the
top 0.1% fdl from around 10% to around 1%. The rate of fall was smilar in both countries, and
even the annua movements mirror each other to aremarkable degree. Comparing the two countries,
we see that the shares for the Netherlands (indicated by hollow diamonds) tended to be initidly
rather higher for the top 10% and 5%, with asmdler difference for the top 1% and smaler groups,
athough it should be noted that the UK dataiis very limited at thistime. It also appearsthat thefdl in
the 1950s and 1960s was less in the Netherlands, but sharper in the 1970s, so that 1977 saw a
remarkable degree of agreement:

10% 5% 1% 0.5% 0.1%
NL  26.85 16.76 5.82 3.69 1.22
UK  27.96 17.33 5.93 3.75 1.27

This makes dl the more interesting the subsequent difference. From 1977 to 1999 the | PO-based
estimates in the Netherlands showed only amodest, 1 percentage point, rise in the share of the top
10%, whereasin the UK, the rise from 1977 101989 was 6.3 percentage points, and the rise from
1990 to 1999 was 3.6 percentage points. Even allowing for the break with the introduction of
independent taxation, the rise was 10 percentage points. For the top 1%, the UK rise, calculated in
the same way, was 5.9 percentage points, whereas in the Netherlands the share of the top 1% fell
between 1977 and 1999 dightly, from 5.8 to 5.4 per cent.

Changes in the shares of top income groups can come about in part because of
redistribution between them and the rest of the population and in part on account of dterationsin the
digtribution within the top income groups. The within-digtribution is shown in Figure 3A. We should
note again that these “ shares within shares’ do not depend on the control totals for income; they are
therefore not affected by any differences across countriesin the derivation of thesetotals. Not only
are the movements for the two groups very smilar within the two countries, but dso they are milar
across countries until 1977. After 1977 the within-shares rise sharply in the UK, but not in the
Netherlands. It isinteresting to compare the shares of the richest 10% within the top groups with the
overal share of the top 10%. In the Netherlands, the overall share began at avery smilar vaue, but
fell lessin the 1920s and again in the 1970s, periods when there was sharper redistribution within
the top income group. This appears even more marked in the UK (although we have only limited
evidence prior to 1949), where the within-redistribution was marked in the 1970s. Since 1977 the
redistribution towards the top 10% away from the rest of the population has proceeded in parald
with redistribution within the top 10%. This latter element is captured in the Pareto coefficients
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shown in Figure 3B, which have falen in the UK from around 3 in 1977 to around 2 in 1999. Thisis
adramatic fal, whereas the coefficient in the Netherlands has continued to rise.

Distribution after Tax

Evidence about the digtribution after tax is more limited, and the concepts of income differ in
the two countries. There is so more than one series for the Netherlands. The lenV seriesfor
disposable incomes shown in Figures 4A and 4B rdates only to full-year incomes (from SEM,
1987). For the period since 1959, when the Dutch series begins, the decline for that country is
rather larger, leading to 1977 figures that are close to the British. Post-1977 the two countries again
diverge. The Netherlands data show very little change in the shares of top income groupsin
disposable income. In the UK the share of the top 1% rises from 4.2% in 1977 to 7.1% in 1989,
and afurther 2 percentage points from 1990 to 1999. The share of the top 0.1% rises from 0.66%
in 1977 to 1.81% in 1989, and a further 1.2 percentage points from 1990 to 1999. The same
pattern is exhibited by the shares within shares in Figure 4C: convergence up to1977 and then the
UK seriesrises seadily, while the Netherlands series is little changed.

By dividing the after tax shares by the before tax shares, we get a measure of the arithmetic
impact of taxation, referred to as the “implicit tax rate’. During this period there have been significant
changesin the persond income tax. In the UK the 1979 and 1988 Budgets were mgor exercisesin
tax cutting. The extent to which this favoured the very top groupsis evident in Figure 5. In those
years there was a sharp upward movement in the ratio of the after tax to before tax shares. In the
Netherlands the revision of 1990, named after Oort, considerably reduced tax progression, but in
exchange for the dimination of a series of deductions meant to broaden the tax-base. It certainly
lowered theimplicit tax rate, particularly for the top 0.1%, but it gradudly eroded over the 1990s as
in Britain. Also between the 1970s and 1990 the net-gross ratio showed an increase for the 1% and
0.1% top shares. Consequently, over the period as awhole the implicit tax rate has fallen in both
countries: the graphs have shifted upwards in both countries, indicating reduced progression. In the
1950s the implicit tax rate on the top 0.1% was around 60%, compared with around 15% on the
top 10%; by the 1990s the implicit tax rate for the top 0.1% was around 25-30%, whereas that on
the top 10% was 10-12%. The rates have remained remarkably close together between the two
countries. It seemsto imply that the remarkable divergence of the top shares after the mid-1970s
does not rest on adifference in (effective) tax trestment but on the different evolution of gross

income shares & the top.
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Table 2NL NL Shares in Total Before Tax Income 1913-1999

1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960

Top 10%
45.87
51.21
53.31
52.47
48.50
49.48
46.23
44.03
43.27
43.09
43.84
43.83
43.80
44.33
44.58
43.85
43.02
42.18
41.33
41.19
40.82
40.69
41.10
41.92
41.60
42.03

45.07

40.83

36.74

36.70
36.47
35.94
35.48

34.29
35.21
34.52
34.10

Top 5%
36.51
42.07
44,18
42.78
38.20
39.34
35.92
33.35
32.07
31.85
32.77
32.97
32.11
33.72
34.01
33.34
3241
31.11
30.04
29.91
29.62
29.54
30.18
31.23
30.93
31.29

34.25

29.07

26.16

26.20
25.84
25.47
25.04

24.02
2491
24.19
23.80

Top 1%
20.96
25.58
27.88
26.51
21.95
23.74
20.59
18.29
16.84
16.48
17.36
17.78
18.00
18.37
18.63
18.09
17.15
15.59
14.43
14.20
14.02
14.00
14.83
16.05
15.68
15.80

17.64

12.83

12.05

12.45
11.79
11.65
11.21

10.54
11.48
10.59
10.30

Top 0.5% Top 0.1% Top 0.05%

16.34
20.31
22.53
21.34
17.18
19.07
16.30
14.23
12.79
12.40
13.22
13.64
13.82
14.13
14.38
13.86
12.97
1151
10.46
10.24
10.09
10.10
10.89
12.06
11.63
11.64

13.06

8.98

8.59

9.01
8.30
8.26
7.87

7.32
8.19
7.36
7.11

8.63
11.44
13.02
12.39

9.65
10.79

8.92

7.60

6.54

6.27

6.84

7.16

7.22

7.39

7.57

7.10

6.47

5.47

4.79

4.63

4.53

4.55

5.15

6.13

5.60

5.54

6.36

3.79

3.80

4.18
3.63
3.61
331

3.04
3.72
3.12
2.90

6.34
8.58
9.84
9.53
7.40
8.17
6.65
5.65
4.88
4.63
5.15
5.43
5.47
5.47
5.64
521
4.69
3.90
3.37
3.24
3.17
3.18
3.70
4.57
4.02
3.91

4.55

2.56

2.65

2.92
2.53
2.50
2.28
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1961
1962
1963
1964

1964 new
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

34.49 24.27 10.77 7.54
34.54 24.29 10.77 7.41
34.26 23.83 10.38 71.23
33.70 23.55 10.32 7.20
35.71 2541 11.91 8.70
33.78 23.34 9.82 6.71
33.53 23.11 9.72 6.66
33.04 22.92 9.84 6.83
31.60 21.77 9.33 6.43
31.85 21.77 9.03 6.08 2.31 151
31.85 21.88 9.60 6.86 3.26 2.43
29.34 19.28 7.26 4.75 1.70 1.10
27.91 17.90 6.43 4.14 1.48 0.96
26.85 16.76 5.82 3.69 1.22 0.74
27.41 16.93 5.64 3.53 1.24 0.79
28.30 17.51 5.75 3.54 1.18 0.76
28.03 17.33 5.61 3.46 117 0.77
27.80 17.08 5.48 3.36 1.08 0.67
27.79 17.06 5.48 3.38 1.13 0.73
27.70 16.95 5.45 3.36 1.12 0.74
27.72 16.83 5.20 3.12 0.97 0.60
28.09 17.06 5.29 3.19 0.99 0.62
28.24 17.19 5.34 3.21 0.99 0.60
28.05 17.10 5.36 3.26 1.05 0.67
28.06 17.14 5.43 3.33 1.10 0.73
27.88 16.96 5.27 3.19 1.00 0.61
27.98 17.06 5.36 3.27 1.08 0.69
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Table 2UK UK Shares in Total Before Tax Income 1908-1999
Top 10% Top5% Topl1l% Top 0.5% Top0.1% Top 0.05%

1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920

1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955

8.22

8.31

8.37

8.38

8.38

11.24 8.53

10.71 8.11

10.77 8.17

10.47 7.97

9.26 7.06

37.03 30.35 19.24 15.46 8.68 6.58
38.73 31.48 19.59 15.69 8.98 6.79
8.03 6.06

8.08 6.04

9.07 6.78

9.29 6.95

9.05 6.74

8.79 6.53

8.67 6.42

8.49 6.28

8.54 6.34

8.33 6.15

7.81 5.74

7.17 5.24

6.87 5.00

6.75 491

6.78 4.92

6.96 5.08

7.03 5.12

38.37 29.75 16.98 13.07 6.59 4.78
6.57 4.79

6.36 4.62

5.67 4.09

5.00 3.57

4.44 3.15

9.04 4.23 2.98

8.97 4.13 2.90

9.38 4.23 2.95

10.00 4.48 3.10

9.38 4.10 2.81

8.88 3.86 2.63

32.25 23.39 11.47 8.12 3.45 2.34
8.51 3.59 2.42

10.89 7.69 3.21 2.15

10.20 7.15 2.95 1.97

9.72 6.78 2.77 1.84

30.63 21.22 9.67 6.71 2.72 1.80
9.30 6.48 2.65 1.77
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1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

Note: italics denote linear bounds differ by more than specified amount.

8.75 6.03 2.42 1.60
8.70 5.96 2.37 1.57
8.76 5.98 2.38 1.57
29.96 20.26 8.60 5.85 2.30 152
29.37 19.72 8.43 5.76 2.29 1.52
29.94 20.10 8.49 5.76 2.23 1.47
29.91 20.07 8.48 5.77 2.26 1.49
29.88 20.10 8.55 5.79 2.28 1.52
28.94 19.22 7.92 5.32 2.04 1.37
28.78 18.99 7.69 511 191 1.25
28.55 18.76 7.54 5.00 1.87 121
28.72 18.86 7.46 4.96 1.85 1.22
28.82 18.65 7.05 4.59 1.64 1.05
29.29 18.81 7.02 4.56 1.67 1.09
28.90 18.48 6.94 4.52 1.61 1.04
28.31 18.18 6.99 4.59 1.68 1.08
28.10 17.77 6.54 4.29 1.58 1.02
27.82 17.40 6.10 3.92 1.40 0.91
27.89 17.33 5.89 3.75 1.30 0.86
27.96 17.33 5.93 3.75 1.27 0.82
27.78 17.11 5.72 3.60 1.24 0.79
28.37 17.57 5.93 3.76 1.30 0.83
31.03 19.45 6.67 4.27 1.53 0.99
31.23 19.65 6.85 4.40 1.61 1.07
31.76 19.98 6.83 4.36 1.58 1.04
32.52 20.67 7.16 454 1.67 1.10
32.65 20.75 7.40 4.83 1.82
32.94 21.04 7.55 4.92 1.86
33.27 21.38 7.78 5.04
34.21 22.37 8.63 5.80
34.15 22,51 8.67 5.90
36.90 24.43 9.80 6.72
37.65 25.13 10.32 7.18
37.64 24.89 9.86 6.74
38.34 2551 10.36 7.20 3.09
38.33 25.62 10.60 7.36 3.10
38.54 25.86 10.77 7.56 3.29
39.31 26.87 11.88 8.63 4.12
38.93 26.78 12.06 8.75
39.57 27.45 12.54 9.10
40.52 28.16 12.99
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Table 3NL NL Shares in Disposable Income 1959-1999
Top10% Top5% Topl1l%  Top 0.5% Top 0.1% Top 0.05%

1959 29.78 19.15 6.53 4.06 1.33 0.83
1960
1961
1962 29.61 19.16 6.72 421 1.42 0.90
1963
1964 29.08 18.51 6.29 3.91 1.29 0.82
1965
1966
1967 28.61 18.12 6.14 3.83 1.29 0.82
1968
1969
1970 26.24 16.49 5.51 3.42 1.14 0.72
1971
1972
1973 24.76 15.03 4.62 2.78 0.90 0.57
1974
1975 24.37 14.57 4.35 2.59 0.80 0.49
1976
1977 25.69 15.35 461 2.74 0.82 0.48
19771PQ 2318 13.70 3.91 225 0.62 0.36
1978
1979 26.39 15.90 492 297
1979 overlap 2541 15.26 4.73 2.87 0.89 0.53
1980 25.02 14.88 4.46 2.66
1981 25.29 15.02 451 2.72 0.89 0.57
1981 IPQ 23.05 13.52 3.77 215 0.60 0.35
1982 25.17 14.84 4.25 2.46
1983 24.49 14.52 4.28 2.52 0.75 0.45
1984 24,75 14,73 4.33 2.56
1985 23.88 14.11 3.99 2.28 0.64 0.39
1986
1987
1988
1989 24.07 14.16 3.95 2.27 0.65 0.41
1990 24.65 14.65 431 2.57 0.80 0.51
1991 24.52 14.56 4.29 2.54 0.81 0.52
1992 24.14 14.25 4.11 2.42 0.72 0.47
1993 24.15 14.13 3.97 2.28 0.65 0.38
1994 24.26 14.23 4.01 2.32 0.67 0.40
1995 24.18 14.20 4.00 231 0.69 0.42
1996 24.19 14.14 3.97 2.28 0.68 0.42
1997 24.10 14.14 4.10 2.44 0.79 0.55
1998 23.85 13.89 3.87 2.21 0.57 0.35
1999 24.07 14.07 3.97 2.33 0.71 0.45

Note: italics denotes linear bounds differ by more than specified amount.



Table 3UK UK Shares in Total After Tax Income 1937-1999

Top10% Top5% Top 1%  Top 0.5% Top 0.1% Top 0.05%
1937 35.64 26.10 12.57 9.01 3.65 2.37
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949 28.75 18.75 6.76 4.17 1.23 0.68
1950
1951
1952
1953
1954 26.56 16.61 5.68 3.40 0.97 0.53
1955
1956
1957
1958
1959 2591 16.21 551 3.33 0.95 0.54
1960
1961
1962 25.73 16.47 5.75 3.61 1.06
1963 26.47 16.92 5.72 3.60 1.02
1964 26.11 16.32 5.73 3.53 1.02 0.57
1965 25.75 15.95 5.47 3.32 0.93 0.54
1966 25.27 15.59 5.30 3.21 0.89 0.52
1967 25.19 15.55 5.23 3.16 0.87 0.50
1968 24.94 15.37 5.10 3.07 0.83 0.49
1969 25.07 15.38 5.03 2.99 0.81 0.44
1970 25.27 15.33 4.83 2.82 0.73 0.39
1971 26.16 15.89 5.00 2.94 0.80 0.45
1972 25.68 15.47 4.86 2.88 0.80 0.46
1973 25.28 15.32 4.89 291 0.81 0.46
1974 24,78 1471 4.35 2.53 0.69 0.39
1975 24.81 14.64 4.23 2.45 0.66 0.37
1976 24.96 14.68 4.17 2.39 0.65 0.37
1977 25.15 14.72 4.24 2.45 0.66 0.38
1978 25.22 14.80 421 2.44 0.69 0.40
1979 26.18 15.61 4.71 2.82 0.86 0.53
1980
1981 28.49 17.17 5.19 3.13 0.99 0.62
1982 28.52 17.27 5.32 3.20 1.02 0.64
1983 29.04 17.64 5.37 3.24 1.04 0.65
1984 29.64 18.20 5.63 3.43 1.10 0.67
1985 29.94 18.25 5.79 3.54 1.18 0.74
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1986 30.03 18.40 5.80 3.56 121 0.77
1987 30.29 18.64 5.90 3.63 1.20 0.76
1988 31.54 19.84 7.05 4.65 1.83 113
1989 31.29 19.92 7.14 4.66 181

1990 33.92 21.73 8.02 5.41 2.21

1991 34.52 22.20 8.35 5.67 2.35

1992 34.47 21.96 8.01 5.37 2.01

1993 34.94 22.48 8.45 5.75 2.37 1.61
1994 34.78 22.60 8.56 5.78 2.35 1.60
1995 34.94 22.55 8.71 591 2.49 1.72
1996 35.48 23.33 9.55 6.71 3.11 2.25
1997 35.24 23.39 9.76 6.91 3.28 2.41
1998 35.55 23.32 9.99 7.11 3.37

1999 36.28 24.31 10.17 7.24

Note: italics denotes linear bounds differ by more than specified amount.
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5 Conclusions

The am of this paper has been to set Sde by Sde the evidence from income tax data about
the digtribution of top incomes in the Netherlands and the UK over the twentieth century. For
reasons detailed in the text, the estimates are not fully comparable across the two countries, and
there are bresks in comparability over time. Nevertheless, we fed that the main conclusions are
sufficiently robust to be taken as a starting point for a search for explanations.

Smply gated, the digtributions of top incomes evolve in an astonishingly pardld manner
from 1914 to 1977 and then diverge to a degree that is equaly surprising. For the first three-
quarters of the century, there was amgor fdl in the top sharesin before tax income. Therewas a
amilar fdl in the shares of top incomes after tax for the shorter period for which we have data,
despite the gpparent reductions in tax progresson. This changed in the last quarter century. Top
shares, and the inequaity within the top group, rose sharply in the UK after 1977, whereasthereis
little gpparent change in the Netherlands. In terms of other countries, for the last part of the century
the UK resembled the US and the Netherlands resembled France - witness the results found by
Piketty and Saez.
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Appendix A Sources of Tabulated Income Tax Data for the Netherlands

Thetabulated income data come from avariety of sources. The firg isthe seriesof annud

satistical yearbooks: JC denotes Jaar Cijfers voor het Koninkrijk der Nederlanden and SY
denotes Satistical Yearbook of the Netherlands (in English). The second main sourceisthe series
of publications on the public finances: SR denotes Satistiek der Rijksfinancien. Thiswasthen
replaced for this purpose by the regular studies of income distribution referred to in the text aslenV:
Inkomens- en Vermogensver deling (sometimes Inkomens X en Vermogensverdeling X+).

Table A1 Sourcesfor NL Data on Total |ncome

Tax Assumed |Lower |Number of | Totd % Source Notes
Y ear Income | limit taxpayers |income married?
year (if  |guilders | Thousands | Million
different) quilders

1915/16 [1914 650 679.1 1334.5 X JC 1921, p 147 Tax introduced 1
May 1915

1916/17 (1915 650 757.5 1724.7 X JC 1918, p 154

1917/18 1916 650 876.0 2064.8 X JC 1921, p 147 Including
paymentsin
arrears

1918/19 (1917 650 897.2 2140.2 X JC 1920, p 145 Suspension of
interest payments
on Russian
national debt;
including
paymentsin
arrears

1919/20 (1918 800 966.0 2431.9 X JC 1921, p 147 Increasein tax
threshold;
Including
paymentsin
arrears

1920/21 (1919 800 1368.3 3638.9 X JC 1921, p 147 Largeincreasein
prices; 1 May
1919 condiderable
increase in tax
introduced

1921/22 (1920 800 1638.4 4291.7 X JC 1923, p 139

1922/23 (1921 800 1690.2 4138.3 X JC 1923, p 139 Influence of fal in
prices and
€conomic crisis

1923/24 (1922 800 1632.0 3848.3 X JC 1925, p 141 Influence of fal in
prices and
€conomic crisis

1924/25 (1923 800 1624.6 3761.3 X JC 1925, p 141 Influence of fdl in
prices and
€conomic crisis

1925/26 1924 800 1657.9 3863.9 X JC 1927, p 145

1926/27 1925 800 1694.0 3902.8 X JC 1929, p 150
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1927/28 11926 800 17194 3932.3 X JC 1929, p 150
1928/29 | 1927 800 |[1746.1 4028.6 X SR 1933, p 18 1 May 1928 tax
rate reduced
1929/30 |1928 1830.9 4284.9 X SR 1933, p 18 1929 economic
crisgs had little
effect on the
figuresfor1929/30
(SR 1929-1931, p
25, note 16)
1930/31 1929 800 |1892.6 4367.2 X SR 1933, p 18
1931/32 |1930 800 |[1867.2 4206 Yes SR 1933, p 18 First year when
married/single split
given
1932/33 11931 800 |1668.2 3657.2 Yes SR 1936, p 22
1933/34 11932 800 |1484.6 3156.8 Yes SR 1936, p 22
1934/35 11933 800 [1445.0 3042.0 Yes SR 1936, p 22
1935/36 |1934 800 [1355.1 2828.0 Yes SR 1938, p 22
1936/37 11935 800 |1284.6 2666.0 Yes SR 1938, p 22
1937/38 11936 800 [1304.2 2738.1 Yes SR 1939, p 22
1938/39 | 1937 800 |1364.4 2933.8 Yes SR 1940, Tabel XVL Referenceto
effect of
devaluation of 28
September 1936
1939/40 11938 800 |1409.2 3009.9 Yes SR 1941
1940/41 11939 800 |1536.4 3295.9 X JC 1943-1946, p 342 Refersto timing
1941 1000 [28384 4645.3 Yes JC 1947-1950, p 268 No figures
(Tariff available for 1942-
Groups 1945
Iland
1))
1946 1000 |3605.4 7696.2 Yes JC 1951-1952, p 270
(Tariff
Groups
Il and
1))
1950 3994.3 12100.0 [JC 1953- [JC 1963-1964, p 308; see | Married/single
1954, p |asoJC 1953-1954, p 272 | given for earlier
272 where dightly different | figures
(dightly |figuresfor total (also
different |givenin lenV 1952, p 10
figures
for total)
1952 - 4012.0 13778 lenV 1952, p 10
1953 4079 14420 lenV 1955, p9
194 4208 16470 lenV 1955, p9
1955 4280.3 18350.2 lenV 1955,p9
1957 4567 22405 Yes lenV 1957, Tabel 3
1958 4606 23712 Yes lenV 1958, Tabel 3
1959 4689.0 24796 Yes lenV 1959, Tabel 3
1960 4802.7 276845 |Yes lenV 1960, Tabel 1
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1962 5099.6 32887.8 |Yes lenV 1962, Tabd 3 Change in method
of alocating to
income classes

1963 - 5285 36265 SY 1969-1970, p 278

1964 - 5316.6 42780.2 |Yes lenV 1964, Tabd 3

1964 - 5316.6 41056 lenV 1966, p 18

new

basis

1965 - 5657.6 47564 lenV 1966, p 19

1966 - 5776.3 51659.7 |Yes lenV 1966, p 28

1967 - 5735 55901 Yes lenV 1967, p 20

1968 15000 04 25308 SY 1974, p 286 Truncated below
at 15000

1969 15000 1148 31152 SY 1974, p 286 Truncated below
at 15000

1970 - 5631 762388 |[Yes lenV 1970, Tabd 3

1972 - 6379.7 96988.2 SY 1976, p 300

1973 - 6490.8 109524.1 |Yes SY, 1977, p 300

1975 - 5679.9 138891 SY 1979, p 317

1979 - 6638.9 Only for Only numbers, not

full year amounts
incomes

1977 6,352.0 206684 |Yes Inkomenspanelonderzoek | see Nierop and

1981 6,842.3 262741 [Yes IPO Sadverda  (2003)

1985 7,461.4 291,083 |[Yes for details

1989 7,961.7 351414 |Yes

1990 8,105.4 407289 |Yes

1991 8,221.7 431,711 | Yes

1992 8,308.6 456142 |Yes

1993 8,401.4 460075 |Yes

1994 8,484.3 464977 |Yes

1995 8,538.2 480,660 |Yes

1996 8,613.6 493609 |Yes

1997 8,698.1 510376 | Yes

1998 8,757.9 535214 |Yes

1999 8,851.8 565901 |Yes
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Table A2 Sourcesfor NL Data on Disposable Income

Data on disposable (besteedbaar) income is published in lenV (see Table A1) and the monthly
SEM: Sociaal-Economische Maandstatistiek.

Y ear Totd Totd Source Notes
tax disposable
units income

1959 4,689 20,825 lenV, 1959, Tabd 12

1959 42576 | 20,166.3 SEM, 1987, 6, Tabd 1.1 Full year incomes

1962 5,100 27954 lenV, 1962, Tabel 9

1962 45675 | 26,977.7 SEM, 1987, 6, Tabd 1.2 Full vear incomes

1964 5317 35,961 lenV, 1964, Tabd 13

1964 4,678.4 | 34,559.3 SEM, 1987, 6, Tabel 1.3 Full yvear incomes

1966 5,776 42973 lenV, 1966, p 28

1967 49721 | 45,3629 SEM, 1987, 6, Tabel 1.4, lenV | Full year incomes

1967, p 20

1970 5,631 66,010 lenV, 1966, Tabd 13

1970 | 52406 | 62,271.0 SEM, 1987, 6, Tabd 1.5 Full year incomes; excludes
imputed rent on owner-
occupied housing

1973 5,889 93,812 lenV, 1973, Tabd 12

1973 | 55734 | 89,1445 SEM, 1987, 6, Tabel 1.6 Full year incomes; excludes
imputed rent on owner-
occupied housing

1975 5,699.2 | 115,636 SEM, 1987, 6, Tabd 1.7 Full year incomes; excludes
imputed rent on owner

1977 57714 | 138,694.4 SEM, 1987, 6, Tabd 1.8 Full year incomes; excludes
imputed rent on owner

1979 58772 | 162,192.8 SEM, 1987, 6, Tabd 1.9 Full year incomes; excludes
imputed rent on owner

1979 5,877.2 | 155,587.2 SEM, 1987, 6, Tabd 1.10 Full vear incomes

1980 59775 | 165,611 SEM, 1987, 6, Tabd 1.11 Full yvear incomes

1981 6,014.8 | 171,033.3 SEM, 1987, 6, Tabd 1.12 Full vear incomes

1982 6,025.6 | 175,816.8 SEM, 1987, 6, Tabd 1.13 Full yvear incomes

1983 6,399.3 | 184,717.2 SEM, 1987, 6, Tabd 1.14 Full vear incomes

1984 6,553.5 | 187,949.9 SEM, 1987, 6, Tabd 1.15 Full vear incomes

1977 |6,352.0 | 134,923 Inkomenspanelonderzoek IPO | includes imputed rent for

1981 6,842.3 | 171,365 owner-occupied housing.

1985 | 7461.4 | 192,620 See Nierop and Saverda

1989 7.961.7 | 231,484 (2003) for more details

1990 8,105.4 | 251,742

1991 8,221.7 | 264,665

1992 8,308.6 | 274,318

1993 8,401.4 | 281,968

194 8,484.3 | 292,009

1995 8,5638.2 | 305420

1996 8,613.6 | 314,998

1997 8,698.1 | 328,803
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1998

8,757.9

343,465

1999

8,851.8

358,009
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Appendix B Sources of Tabulated Income Data for the UK

The super-tax/surtax are taken from published tabulations, mostly from the Annua Reports

of the Commissioners of Her Mgesty's Inland Revenue, referred to as AR, or in the more recent

yearsfrom Inland Revenue Statistics, referred to as IRS.

TableB1 Sourcesfor UK Super-Tax and Surtax Data

Income year Super-tax/surtax year |Source

(where different)
1908-09 1909-10 Roya Commission on the Income Tax, 1920a, page 26
1909-10 1910-11 Roya Commission on the Income Tax, 1920a, page 26
1910-11 1911-12 AR 1914-15, page 134
1911-12 1912-13 AR 1914-15, page 134
1912-13 1913-14 AR 1915-16, page 49
1913-14 1914-15 AR 1917-18, page 19
1914-15 1915-16 AR 1918-19, page 19
1915-16 1916-17 AR 1919-20, page 85
1916-17 1917-18 AR 1920-21, page 136
1917-18 1918-19 AR 1921-22, page 145
1918-19 1919-20 AR 1922-23, page 98
1919-20 1920-21 AR 1923-24, page 110
1920-21 1921-22 AR 1924-25, page 109
1921-22 1922-23 AR 1927-28, page %6
1922-23 1923-24 AR 1928-29, page 94
1923-24 1924-25 AR 1929-30, page 88
1924-25 1925-26 AR 1930-31, page 95
1925-26 1926-27 AR 1931-32, page 82
1926-27 1927-28 AR 1932-33, page 83
1927-28 1928-29 AR 1933-34, page 81
1928-29 AR 1933-34, page 81
1929-30 AR 1934-35, page 80
1930-31 AR 1935-36, page 67
1931-32 AR 1936-37, page 67
1932-33 AR 1937-38, page 65
1933-34 AR 1938-39, page 71
1934-35 AR 1939-40, page 44
1935-36 AR 1940-41, page 35
1936-37 AR 1941-42, page 36
1937-38 AR 1942-43, page 29
1938-39 AR 1942-43, page 29
1939-40 AR 1942-43, page 29
1940-41 AR 1943-44, page 27
1941-42 AR 1946-47, page 83
1942-43 AR 1947-48, page 44
1943-44 AR 1948-49, page 98
1944-45 AR 1949-50, page 57
1945-46 AR 1950-51, page 136
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1946-47

AR 1951-52, page 154

1947-48 AR 1953-54, page 81
1948-49 AR 1954-55, page 78
1949-50 AR 1955-56, page 105
1950-51 AR 1956-57, page 144
1951-52 AR 1957-58, page 96
1952-53 AR 1957-58, page 96
1953-54 AR 1958-59, page 82
1954-55 AR 1959-60, page 84
1955-56 AR 1959-60, page 84
1956-57 AR 1960-61, page 92
1957-58 AR 1961-62, page 207
1958-59 AR 1962-63, page 99
1959-60 AR 1963-64, page 101
1960-61 Not used (data incomplete)
1961-62 Not available

1962-63 AR 1964-65, page 100
1963-64 AR 1965-66, page 86
1964-65 AR 1966-67, page 111
1965-66 AR 1967-68, page 86
1966-67 IRS 1970, page 48
1967-68 IRS 1971, page 53
1968-69 IRS 1972, page 53
1969-70 IRS 1973, page 56
1970-71 IRS 1974, page 24
1971-72 IRS 1975, pace 22
1972-73 IRS 1975, page 22
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Table B2 Sources of UK SPI Data

The SPI data are taken from AR or IRS (see Table B1) or the specid reports on the SP,
referred to as SPI, or one-off sources such asthe report of the Colwyn Committee (1927).

Income  Nature of Lower limit [Source ()

tax survey £ year (%

assessmen mean tax

t year unit

income)
1918-19 specid 130 AR 1919-20, page 70
exercise
1919-20 specid 130 Colwyn Committee (1927), Appendix XIV
exercise
1937-38 Specia 200 AR 1939-40, page 30; income after tax from AR 1948-49,
exercise page 83.

1949-50 quinquennia 135 AR 1950-51, page 97 before adjustment for wives earnings
deficiency; income after tax from AR 1950-51, page 117, after
adjustment for wives earnings deficiency.

1954-55 quinquennial 155 AR 1955-56, page 67 before adjustment for wives earnings

(33.2%) deficiency; income after tax from AR 1955-6, page 94, after
adjustment for wives earnings deficiency.

1959-60 quinquennia 180 AR 1961-62, page 93 before adjustment for wives earnings

(29.0%) deficiency; income after tax from AR 1962-3, page 93, before
adjustment for wives earnings deficiency.

1962-63 annual 180 AR 1963-64, page 83 before adjustment for wives earnings

(24.2%) deficiency and page 88; income after tax from page 83 after
adjustment for wives earnings deficiency.

1963-64 annual 275 AR 1964-65, page 82 before adjustment for wives earnings

(35.5%) deficiency and page 87; income after tax from page 82 after
adjustment for wives earnings deficiency.

1964-65 quinquennial 275 AR 1965-66, page 120 before adjustment for wives earnings

(33.4%) deficiency; income after tax from pages 97, 135 and 137 and
from IRS 1971, page 71.
1965-66 annual 275 AR 1966-67, page 174 before adjustment for wives earnings
(31.0%) | deficiency; income after tax from page 174.
No correction made for investment income deficiency in SPI
from 1966-67
1966-67 annual 275 AR 1967-68, page 96 before adjustment for wives earnings
(28.4%) | deficiency; income after tax from page 73.
1967-68 annual 275 IRS 1971, page 73; income after tax from page 73.
(27.1%)
1968-69 annual 275 IRS 1971, page 73; income after tax from page 73.
(25.3%)
1969-70 quinquennia 330 SPI 1969-70, page 11; income after tax from page 11.
(28.2%)
1970-71 annual 420 SPI 1970-71, page 1; income after tax from page 1.
(32.4%)
1971-72 annual 420 IRS 1974, page 42; income after tax from page 42.
(29.2%)
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1972-73 annual 595 IRS 1975, page 43; income after tax from page 43.
(36.9%)
1973-74 annual 595 IRS 1976, page 36; income after tax from page 36.
(32.0%)
1974-75 annual 625 IRS 1977, page 43; income after tax from page 43.
(27.3%)
Data from now on relate to total income before deduction of
allowable expenses such as mortgage interest
1975-76 annual 675 SPI 1975-76 and 1976-77, page 16; income after tax from
(24.3%) page 16.
1976-77 annual 735 SPI 1975-76 and 1976-77, page 86; income after tax from
(22.5%) page 86.
1977-78 annual 810 SPI 1977-78, page 16; income after tax from page 16.
(22.5%)
1978-79 annual 1,000 SPI 1978-79, page 16; income after tax from page 16.
(24.3%)
1979-80 annual 1,000 SPI 1979-80, page 20; income after tax from page 20.
(20.6%)
1980-81 annual 1,350 SPI 1982-83, frequencies by ranges from page 8, page 9 for
(23.8%) after tax income, but no information available on amounts.
1981-82 annual 1,350 SPI 1982-83, frequencies by ranges from page 8, page 9 for
(22.3%) after tax income, and information on amounts by ranges
supplied by Inland Revenue.
1982-83 annual 1,550 SPI 1982-83, page 10; income after tax from page 10.
(23.3%)
1983-34 annual 1,750 SPI 1983-84, page 10; income after tax from page 10.
(24.7%)
1984-85 annual 2,000 SPI 1984-85, page 10; income after tax from page 10.
(26.6%)
1985-86 annual 2,200 IRS 1988, page 23; income after tax from page 23.
(27.1%)
1986-87 annual 2,330 IRS 1989, page 24; income after tax from page 24.
(26.6%)
1987-88 annual 2,420 IRS 1990, page 28; income after tax from page 28.
(25.9%)
1988-89 annual 2,605 IRS 1991, page 25; income after tax from page 25.
(25.25)
1989-90 annual 2,785 IRS 1992, page 29; income after tax from page 29.
(24.6%)
Independent taxation introduced; data now relate to
individuds.
1990-91 annual 3,005 IRS 1993, page 34; income after tax from page 34.
(24.4%)
1991-92 annual 3,295 IRS 1994, page 36; income after tax from page 36.
(25.3%)
1992-93 annual 3,445 IRS 1994, page 36; income after tax from page 36.
(25.1%)
1993-94 annual 3,445 IRS 1995, page 34; income after tax from page 34.
(24.1%)
1994-95 annual 3,445 IRS 1996, page 35; income after tax from page 35.
(23.1%)
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1995-96 annual 3,525 IRS 1997, page 34; income after tax from page 34.
(22.3%)

1996-97 annual 3,765 IRS 1998, page 34; income after tax from page 34.
(22.6%)

1997-98 annual 4,045 IRS 1999, page 36 for gross income (with top range from page
(23.2%) 32); income dafter tax from page 32.

1998-99 annual 4,195 IRS 2000, page 41 for gross income (with top range from page
(22.9%) 37); income after tax from page 37.

1999-2000 | annual 4,335 IR website, pi t05 1 for grossincome; pi t03 1 for after tax

digribution.
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Appendix C  Total Population and Income Data for the Netherlands

Theinitid total number of tax unitsis caculated from CBS population gatistics by age and
gender (Maanddtatistiek Bevolking and data specidly provided by CBS from its archives) for the
total population aged 15 and over. From this has been subtracted the minimum of the number of
men and women married. For 1950-1999 thisis obtained directly from the above CBS population
gatistics. For 1920 and 1930 it is obtained from the census data (specialy provided by CBS) and
for other yearsfrom 1914 to 1946 it is obtained by linear inter- and extra- polation of the
percentages of married persons for 1920 and 1930 applying this to the absolute numbers from the
population atistics.

Table C1 shows the resulting figuresin the first column. The third and fourth columns show
the reported totas in the tax gatistics. As may be seen, over time the total has converged towards
the constructed total- see Figure C1. By 1999 the IPO tota wasfairly stable at around 95% of the
constructed total, and the coverage was believed to be complete. We have therefore taken the IPO
totals when presenting these estimates, and a fixed proportion (95%) of the constructed total for dl
earlier years. The difference between the reported figure and the 95% figure (the estimated number
of “non-filers’) is shown in the find column.

The starting point for the total income seriesis provided by the tax gatistics. Asexplained in
the text, for the period from 1977 we take the I PO tota's, shown in column 3 of Table C2. For the
period 1941 and earlier, we take the totals reported in JC/SR (see Table A1) and add the estimated
income of those below the tax threshold, shown in column 4. The sources of the latter are 1914-
1920 from CBS (1941), page 14, 1921-1939 from CBS (1948), page 21, 1941 from CBS (19),
page 41. The missing incomeis divided by the estimated number of non-filers (column 5in Table
C1) to give the mean income of nonHfilers. Thisis expressed in column 4 as a percentage of the
mean income of filers (obtained by dividing column 1 in Table C2 by column 3in Table C1). This
percentage is close to 20% in the 1930s, and this proportion is assumed to apply in the period
1946-1975. Multiplying the resulting mean income by the estimated number of non-filersyieds the
estimatesin column 6 of Table C2. For 1968 and 1969, where the data only cover people with
incomes above 15,000 guilders, a percentage of the national accounts figure (see below) has been
assumed.

The resulting estimates may be compared with the persona sector gross income totas in the
national accounts. These figures are close to those for the “current receipts of households and non-
profit ingtitutions’ contained in the United Nations Yearbook of National Accounts Satistics. The
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sources are 1914-20 from CBS (1941), page 14, 1921-39 from CBS (1948), page 21, 1941 from
CBS (1950), page 41, 1946 from CBS (1949), page 7, 1950-59 from CBS (1961), page 70,
1960-1 from CBS (1973), page 109, 1962-74 from CBS (1975), page 112, 1975. Datafor 1977-
1999 are from Central Planning Bureau (1999) that was the last publication presenting the data
according to the pre-1993 SNA, which servesto improve consistency with the previous data. CPB
datafollow CBS as closdly as possible and offer the advantage of including the data for 1977-1986
that have been revised in 1995. Unfortunately, it impliesthat the data for 1998 and 1999 are
provisond. Thusthe seriesin column 8 of Table C2 comes as close as possible to standardisation
on apre-1977 basis, but a precise linking for that year has not been pursued here as the tax-based
income data changed at the same time with the use of PO as a source. The totals used here are
shown as a percentage of the nationa accounts persona income tota in Figure D1, discussed in
Appendix D in conjunction with the corresponding figures for the UK.

The seriesfor digposable income is obtained by subtracting from the gross income tota's
described above the difference between the gross and disposable income in the lenV estimates,
shown in the penultimate column of Table C2. Thefina column shows the | PO totals for disposable

income.
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Table C1 Netherlands Population Totals (thousands)

1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950

Tax Units

calculated from
popn 15+ minus

maurried

3,109
3,159
3,209
3,259
3,297
3,348
3,400
3,456
3,509
3,570
3,631
3,690
3,747
3,808
3,871
3,929
3,987
4,062
4,130
4,187
4,245
4,308
4,368
4,426
4,485
4,536

4,637

4,890
4,925
4,965
4,994
5,041

95% of column taxpayers in JC reported in

1

2,954
3,001
3,048
3,096
3,132
3,181
3,230
3,283
3,334
3,301
3,450
3,506
3,560
3,617
3,677
3,733
3,788
3,859
3,923
3,978
4,033
4,093
4,149
4,204
4,261
4,309

4,405

4,646
4,679
4,717
4,745
4,789

Reported

and SR

679

758

876

897

966
1,368
1,638
1,690
1,632
1,625
1,658
1,694
1,719
1,746
1,831
1,893
1,867
1,668
1,485
1,445
1,355
1,285
1,304
1,364
1,409
1,536

2,838

3,605

lenV and IPO numbers

3,994

4 5
Difference
Numbers between column

2 and reported

2,275
2,243
2,172
2,199
2,166
1,813
1,592
1,593
1,702
1,766
1,792
1,812
1,841
1,871
1,846
1,840
1,921
2,191
2,438
2,533
2,678
2,808
2,845
2,840
2,852
2,773

1,567

1,041

795
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1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

5,071
5,090
5,123
5,164
5,213
5,253
5,301
5,376
5,446
5,505
5,646
5,776
5,880
5,966
6,066
6,151
6,210
6,278
6,359
6,442
6,524
6,604
6,702
6,812
6,950
7,070
7,198
7,336
7,492
7,642
7,778
7,892
8,028
8,173
8,315
8,430
8,552
8,641
8,661
8,780
8,852
8,921
8,992
9,049
9,119
9,185
9,252
9,319
9,386

4,817
4,836
4,867
4,906
4,952
4,990
5,036
5,107
5174
5,229
5,364
5,487
5,586
5,667
5,763
5,843
5,900
5,964
6,041
6,120
6,198
6,274
6,367
6,471
6,603
6,716
6,838
6,969
7,117
7,260
7,389
7,497
7,626
7,764
7,899
8,008
8,124
8,209
8,228
8,341
8,410
8,475
8,542
8,597
8,663
8,726
8,789
8,853
8,917

4,012
4,079
4,208
4,280

4,566
4,607
4,689
4,803

5,099
5,285
5,310
5,658
5,776
5,735

5,631

6,380
6,491

5,680

6,352

6,639

7,461

7,962
8,105
8,222
8,309
8,401
8,484
8,538
8,614
8,698
8,758
8,852

824
788
698
672

470
500
485
426

388
301
357
105

67
165

489

923

486

478

438

266
236
188
166
141
113
125
112

91

95

65
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Table C2 Reference Income Totals in Netherlands (million guilders)

1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950

JC and

SR

1,335
1,725
2,065
2,140
2,432
3,639
4,292
4,138
3,848
3,761
3,864
3,903
3,932
4,029
4,285
4,367
4,206
3,657
3,157
3,042
2,828
2,666
2,738
2,934
3,010
3,296

4,645

7,696

Missing
IPO income:
gross below
lenV incomes threshold

870
850
810
820
960
720
570
532
598
643
660
673
697
713
709
713
756
892
1,026
1,072
1,155
1,225
1,262
1,270
1,285
1,232

567

12,100

Assumed
missing
income
Income (based on TOTAL
of non- 20% of  Gross
filers as filers' Income
% filers mean) used
19.5 2,205
16.7 2,575
15.8 2,875
15.6 2,960
17.6 3,392
14.9 4,359
13.7 4,862
13.6 4,670
14.9 4,446
15.7 4,404
15.8 4,524
16.1 4,576
16.6 4,629
16.5 4,742
16.4 4,994
16.8 5,080
17.5 4,962
18.6 4,549
19.8 4,183
20.1 4,114
20.7 3,983
21.0 3,891
21.1 4,000
20.8 4,204
21.1 4,295
20.7 4,528
5,212
444 8,141
481 12,581

10

Difference
between
Total and

11

IPO

accounts national Disposable disposa

8 9
Total as

National %

figure account
2,494 88.4
2,973 86.6
3,412 84.3
3,453 85.7
3,961 85.6
5,241 83.2
5,772 84.2
5172 90.3
4,860 91.5
4,846 90.9
4,965 91.1
5,098 89.8
5,143 90.0
5,187 91.4
5,558 89.9
5,644 90.0
5,598 88.6
5,028 90.5
4,652 89.9
4,531 90.8
4,448 89.5
4,303 90.4
4,394 91.0
4,715 89.2
4,781 89.8
4,842 93.5
5,422 96.1
9,621 84.6
14,644 85.9

Income
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1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

13,778
14,420
16,470
18,350

22,405
23,712
24,796
27,685

32,888
36,265
42,780
47,564
51,660
55,901

76,239

96,988
109,524

138,891

206,684

262,741

291,083

351,414
407,289
431,711
456,142
460,075
464,977
480,660
493,609
510,376
535,214
565,901

566
557
546
577

461
515
513
491

500
412
576
176
120
321

1,324

4,512

14,344
14,977
17,016
18,927

22,866
24,227
25,309
28,176

33,388
36,677
43,356
47,740
51,780
56,222
61,361
69,465
77,562

96,988
109,524

143,403

206,684

262,741

291,083

351,414
407,289
431,711
456,142
460,075
464,977
480,660
493,609
510,376
535,214
565,901

17,374
18,684
21,218
23,957

29,136
30,482
31,930
35,327

40,809
45,767
54,062
61,015
67,279
74,345
81,815
93,871
105,714

137,890
157,140

206,870

272,610
295,201
317,822
340,165
355,441
373,481
383,369
389,548
403,856
420,582
435,608
447,388
466,034
501,681
529,167
560,641
575,904
594,675
608,087
627,018
660,097
690,592
725,927

82.6
80.2
80.2
79.0

78.5
79.5
79.3
79.8

81.8
80.1
80.2
78.2
77.0
75.6

75

74
73.4

70.3
69.7

69.3

75.8

73.9

72.1

75.4
81.2
81.6
81.4
79.9
78.2
79.0
78.7
77.3
77.5
78.0

3,972

4,934

6,819

8,687

9,309

10,229

15,712

23,255
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Appendix D Total Population and Income Data for the UK

The derivation of the tax unit control totals for the UK start is described in Atkinson (2002),
Appendix A. The only difference here isthat from 1990, following the introduction of independent
taxation for husbands and wives, the total used isthat for al individuals aged 15 and over. The

figures used are (millions):

1990 46.347 1991 46.455 1992 46.675
1993 46.894 1994 47.043 1995 47.249
1996 46.802 1997 46.919 1998 47.071
1999 47.259

The sources are Population Trends, Winter 2002, page 47, for 1986, 1991, 1996-9, Population
Trends, Spring 2002, page 59, page for 1995, Population Trends, Spring 2001, page 59, for 1993
and 1994. Thefigures for 1990 and 1992 are linearly interpolated using the figures for 1986 and
1991 and 1991 and 1993, respectively.

The congruction of the totd persond income (before tax) series differs from that in Atkinson
(2002), dthough it uses many of the same sources, notably Feingtein (1972), and the national
accounts, published in the “Blue Book”, known for much of the period as National Income and
Expenditure, and referred to here as NIE. Theam isto arrive a atotal formed by adding to the
income of filers an estimate of the income, defined in the same way, of non-filers, comparable with
that used in the estimates for the Netherlands. As noted in the text, the estimatesin Atkinson (2002)
correspond to a more extengve definition; based on the estimates of “alocated tota income’ made
by the Centrd Statitical Office (CSO), which includes non-taxable income in kind and non-taxable
socid security benefits, of which the most important in the 1970s were socid assstance,
scknesslindustria injury benefits, NI disability pensons, invaidity penson and NI unemployment
benefit (Ramprakash, 1972, page 82). (At that time, family alowances were taxable; child benefit,
introduced in 1978, istax-free.) In 1972, the total income covered by the Survey of Persona
Incomes (SPI) was £40,778 million, to which the CSO estimated £2,538 million should be added
for the taxable income of non-filers and £2,448 million for non-taxable income (Ramprakash, 1972,
page 92). Here we make in principle the first, but not the second, of these additions.

The resulting totals are shown in Tables D1 for the period prior to 1945 and D2 for the
period from 1945. The methods are described below. For the years 1969 to 1975 we may
compare them with the CSO estimates of added income. In 4 of the 7 cases, the estimates made
here are below those of the CSO, and in 3 above. The mean of the CSO estimates is 3.6% higher.
Given that we were limited to materids available over throughout the 50-year period, this degree of
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agreement seems reassuring.

Adjustments from 1945

The gtarting point is (column 1) the total income reported in the SPI, which is “total net
income’ until 1974 and then “total income’, with the sources given in Table B2. The 1980 figureis
interpolated logarithmicaly using persond sector gross income in 1979 and 1981. Where the SPI
totals are not available, we take (column 2) the “actua income’ reported by the Inland Revenue less
estimated undistributed profits. The sources are: 1945-51 from AR1952- 3, page 46; 1952-60 from
AR 1961-2, page 43; 1961-2 from AR 1965-6, page 50. Undistributed profits are taken as the
average of thosein year t and year (t-1) from Feinstein (1972), p T30 (except years 1944 and 1945
—see below).

To thismust be added the adjustment for non-filers. The CSO estimates for 1972 show a
totd of £100 million adjustment for the under-coverage of earned income. Thisis less than a quarter
of the difference between the SPI total and the nationa accounts figure for wages, sdaries and pay
of HM Forces, and isonly 0.3% of the latter figure. It might be thought that the adjustment should
be higher in the earlier post-war years, but the totals for 1949-50, 1954-5 and 1959-60 suggest
that the SPI figure is within 5% of the nationd accounts figure, and the mgority of thet differenceis
likely to be attributable to under-recording of those covered. Inview of this, we make no
adjustment for earned incomes post-1945.

The elements dlowed for in Table D2 are therefore (a) NI retirement and widows pensions
and (b) occupationa pensions, which together accounted for 94% of the adjustment for under-
coverage in 1972/73. The two items are treated separately for al years where the SPI totals
distinguish them: 1962-1998, except 1980 and 1981. The adjustments are obtained by subtracting
the total's recorded in the SPI from control totas. The sources of the control totals are:

National Insurance retirement pensions and widows' pensions: 1945 from Minister of
Reconstruction (1944), page 52; 1946 and 1947 from National Income and Expenditure (NIE)
1946-9, page 43; 1948-1957 from NIE 1958, page 43; 1958-63 from NIE 1964, page 43; 1964-
68 from NIE 1969, page 49; 1969-1977 from NIE 1967-77, page 59; 1978-85 from NIE 1987,
page 54; 1986-1996 from NIE 1997, page 102; 1997-2000 from NIE 2001, page 201. The
figures were converted to atax year bass by taking 0.75 of the figure for year t and 0.25 of the
figurefor year (t+1).

Occupational pensions:. Direct estimates of the total paid in occupationa pensions are only
available for anumber of years. The NIE totd refers to “ pensions and other benefits from life
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assurance and superannuation schemes’, which includes items such as lump-sum paymentson
retirement or death, and refunds of contributions, which are not treated as part of taxable income.
Thistota cannot therefore be used unadjusted. For the 1970s the CSO made estimates of the
amounts of occupationa pensions. The sources are (for tax years): 1972-3 from NIE 1975, page
109; 1973-4 from NIE 1976, page 111; 1974-5 from NIE 1977, page 115; 1975-6 from NIE
1978, page 119; 1976-7 from NIE 1979, page 115; 1977-8 from NIE 1980, page 110. The new
system of national accounts SNA 1993 alows the total pensionsin payment to be distinguished:
sources (caendar years) 1990 and 1991 from NIE 1999, page 209, 1993-2000 from NIE 2001,
page 223. The caendar year figures were converted to atax year basis by taking 0.75 of the figure
for year t and 0.25 of the figure for year (t+1). Inspection of these figures showed that pensionsin
payment were around 55% of the nationa accounts tota in the 1970s but had risen to around 70%
in 1990, as would have been expected as penson schemes matured. A proportion of 55% was
taken prior to 1978 and interpolated linearly between 55 and 70% between 1978 and 1990. The
actua CSO figures were used for 1991-1998.

Remaining Years. The SPI years 1949, 1954 and 1959 have totals for al pensions, and these were
used with the sum of the control totals described above. The figures for 1945-1948 were
extrapolated backwards from 1949 using the total for NI retirement and widows pensions. The
adjustmentsin the SPI years were expressed as a percentage of the total NI and occupational
pensions, and the percentages interpolated to give figures for 1950 to 1953, 1955 to 1958 and
1960 and 1961. The figuresfor 1980 and 1981, and for 1999, were interpolated using the total for
NI retirement and widows pensions.

It isinteresting to compare the resulting totals with total persona sector grossincome. The
adjusted total shows a distinct decline, from afigure in excess of 80% at the start of the 1950sto
below 75% in the second half of the 1990s. Compared with the totalsin Atkinson (2002), those
employed here are smaller, as would be expected with aless extensve definition, by an amount
which is around 5% in the first part of the post-war period and which risesto around 10% in the

second hdf, dthough there is consderable variation and in some years the difference is 15%.

Adjustments Prior to 1945

The estimates for the period prior to 1945 are set out in Table D2. Figures for 1920 and
earlier include what is now the Republic of Irdand. The garting point isthe total “actud” income
assessed by the Inland Revenue for income tax purposes. It should be noted that, athough the UK
income tax adminigtrative data at this time provided no distributional information, the totals can be
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used. Thetota in column 1 refers to gross income assessed less (a) the incomes of those below the
exemption limit included in the assessments, (b) the income of charities, colleges and other non profit
indtitutions, (¢) dividends paid to non-residents, and (d) alowances for depreciation. From thiswe
subtract that part of profits not distributed by companies (column 3) and add:

wages hot assessed (column 4-column 2)

sdaries below the exemption leve (column 5)

sdf-employment income below the exemption leve (column 6)

dividends and other capita income below the exemption leve (column 7)

contributory NI retirement and widows pensions.

According to Bowley and Stamp, the income reviewed for the fiscal year commencing in
April of year t may be treated as “virtudly identica” with income for the cdendar year t: “it would be
identical for Schedules A and B, and is closdly smilar for Schedules C and E” (1927, page 16). The
main difference concerns Schedule D, which was then assessed on abasis of an average of the
preceding 3 or 5 years. This latter trestment was changed to a one-year lag in 1926 (AR 1927-28,
page 56). According to Clark, “the actud income for the calendar year 1928 [is] the sum of the
assessments under Schedules A, B and C for 1928-9 and under Schedules D and E for 1929-30”
(1932, page 32). We cannot here make a separate adjustment for the latter schedules, except when
subtracting undistributed profits.

Column 1. The sources are (years refer to income tax years commencing in April) 1908 from AR
1913-4, page 100; 1909-1918 from AR 1919-20, page 62; 1919-1923 from AR 1927-8, page
73; 1924-28 from AR 1933-4, page 63; 1929-35 from AR 1938- 39, page 56; 1936-1942 from
AR 1945-6, page 52; 1945 from AR 1946-47, page 65; 1943 and 1944 linearly interpolated.
Column 2. The wages included in the tax assessments are shown for most years in the sources given
for column 1. (It should be noted that adigtinction is drawn between “wages’ and “sdaries’.) 1943-
45 caculated as same % of column 1 as 1942. Wages assessed prior to 1918 interpolated using the
1911 figure from Feingein (1972, page 173), and information on the exemption limit. Where the
exemption limit was reduced by afactor (1+x), the amount of wages assessed is assumed to rise
according to the formula (1+x)*.

Column 3. Post-1927 figure for year (t-1), previoudy average of years (t-1) and year (t-2). 1920-
1938 from Feingtein, 1972, page T30; 1912 from Colwyn Committee, 1927, page 18; other years
prior to 1920 interpolated using gross trading profits of companies and income from self-
employment (undivided total) from Feingtein, 1972, page T5; 1939-1944 taken as equd to the
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1938 figure.

Column 4. Total wages from Feingtein, 1972, page T55. The figuresis reduced by 5% to alow for
the fact that some wage income would have escaped the attention of the Inland Revenue. The
percentage deducted is amatter of judgment, but seems reasonable in the light of the post-1944
figures after the introduction of PAY E (collection at source).

Columns 5-7. The pre-1918 figures for sdaries and saf-employment income are based on the
estimates for 1911 given by Bowley (1937, page 81). The total of £264 million for sdaries and sf-
employment earnings is close to the figure of £285 million given by Cannan et d (1910, page 64).
They are extrapolated backwards to 1907 and forwards to 1917 using the series for salaries from
Feingtein (1972, page T55) and saf employment income from Feingtein (1972, pages T5 and T6),
reduced when the exemption limit changed using exponent of 3 for salariesand 1.5 for sdf
employment income, dlowing a one year lag when the exemption limit was lowered from £160 a
year to £130in 1915-16. Thefigure of £50 million for “ Dividends and other capital income’ below
the tax threshold is taken from Bowley (1937, page 81). It isidentical to the figure given by Cannan
et a (1910, page 64) for 1911, and it is assumed to apply to al pre-First World War years.
Column 8. The figures relate to the contributory pensions firgt introduced in 1926. Figures up to
1934 from Clark (1937, page 141); 1935-38 from Hansard 14 December 1939, column 1316;
1939-44 interpolated from the figure of £95 millionin Minister of Reconstruction (1944, page 52).

It isagain interesting to compare the resulting totals with total persona sector grossincome.
In Atkinson (2002), the totals were taken as 88.5% of persona sector grossincome prior to 1938.
The new totds calculated here are higher than this proportion in the period before the First World
War, by some 5% on average. They are then below 88.5% for the rest of the period, aswould be
expected with aless extensive income concept. For 1938, the totd is £4,320 million, compared with
the CSO tota for alocated income of £4,463 million (i.e. about 3% less). If the new figures are
more consstent over time, then Atkinson (2002) may have overstated the downward trend in top
income shares.

The figures for the whole period are graphed in Figure D1, together with those for the
Netherlands. For the two war periods, thereis a noticesble divergence, which reinforces grounds
for treating these figures with caution. In the 1920s and 1950s the percentages seem broadly smilar.
After some divergence during the late 1960s and early 1970s, the use of PO since 1977 has
brought back broad smilarity, including the direction of the changes up and downwards.

Net of Tax Incomes
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From the totals for gross income are subtracted the figures for total income tax recorded in
the sourceslisted in Table B2.
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Table D1 Derivation of Control Totals (£ million) for Income in UK applied to tax year data 1945/6-
1999/2000

Calendar

year (tax

year

starting

in April)
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966

SPI
income

8,359

11,410

15,391

18,978
19,601
21,206
23,166
24,070

Returned
income (= IR
actual
income -
undistributed
profits)
6,379
6,767
7,367
7,917
8,280
8,469
9,468
10,043
10,693
11,507
12,432
13,482
13,983
14,381
15,014
16,354
18,178
18,862

Non-filers'
NI
retirement

and Non-filers'
widows'  occupational and 4

pensions pensions

598
682
773
851
919

160
163
192
208
262

All
pensions
(cols 3

combined)
123
149
307
359
371
370
377
394
397
395
442
472
512
597
628
656
716

Total
added
(col 3 +
col 4) or
col 5

123
149
307
359
371
370
377
394
397
395
442
472
512
597
628
656
716
758
845
965
1,059
1,181

7 8
ADJUSTED
CSsoO Total

estimate income (col
of added 1 or 2 + col

income 6)

6,502
6,916
7,674
8,276
8,730
8,839
9,844
10,437
11,090
11,805
12,874
13,954
14,495
14,978
16,019
17,010
18,894
19,736
20,446
22,171
24,225
25,251

ADJUSTED
ADJUSTED Total as %
Total as % (Personal
Personal sector gross
sector gross income -

income Transfers)
74.50 78.26
78.20 84.62
81.27 87.60
82.92 89.22
82.74 89.02
79.98 85.85
82.15 87.91
81.63 87.89
81.70 88.21
82.31 88.62
82.76 89.16
83.55 89.98
82.36 88.67
80.60 87.60
81.38 88.76
80.21 87.00
82.36 89.40
81.69 89.00
79.86 87.51
80.17 87.69
80.61 88.67
78.44 85.99



1967
1968
1969
1970
1971
1972
1973
1974

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

25,272 971 325 1,296 26,568 78.51 86.68
27,200 1,053 346 1,399 28,599 78.43 87.23
29,344 1,115 439 1554 1,328 30,898 78.74 87.52
33,005 1,264 471 1,735 1,757 34,740 80.01 88.88
35,600 1,330 471 1,800 2,094 37,400 78.19 86.87
39,764 1,731 560 2,291 2,448 42,055 77.16 86.43
45,907 2,024 725 2,748 2,531 48,655 76.58 85.18
57,339 2,489 780 3269 3,149 60,608 79.53 88.69
72,196 2,944 658 3,602 4,310 75,798 78.45 87.68
83,139 3,139 561 3,700 86,839 77.55 87.45
91,198 3,896 494 4,390 95,588 76.81 87.32
104,580 4,417 619 5,035 109,615 76.41 87.36
123,252 4,867 904 5,770 129,022 75.97 86.71
141,242 6,845 6,845 148,087 73.70 84.40
151,633 7,910 7,910 159,543 71.65 83.36
165,860 6,780 2,701 9,481 175,341 72.51 85.45
178,045 7,316 3,211 10,527 188,572 72.28 85.39
191,560 8,021 3,957 11,978 203,538 72.07 85.14
218,910 8,569 5,483 14,052 232,962 75.86 89.66
240,573 10,112 6,811 16,923 257,496 77.30 91.38
261,336 10,443 9,170 19,613 280,949 78.17 91.58
294,000 10,808 9,310 20,118 314,118 78.42 90.66
332,250 11,346 13,092 24,438 356,688 80.79 92.54
369,330 11,965 13,928 25,894 395,224 81.35 93.04
384,470 13,078 15,655 28,734 413,204 79.94 92.76
382,540 15,518 18,854 34,372 416,912 76.05 89.48
382,200 16,275 19,194 35,468 417,668 72.89 86.67
394,940 16,010 20,352 36,362 431,302 72.01 85.65
414,980 15,621 22,202 37,823 452,803 71.18 84.31
434,820 16,517 25,142 41,659 476,479 70.86 83.63
469,700 17,100 27,929 45,029 514,729 72.67 84.93
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1998 507,010
1999 527,400

16,006

28,741

47,016

44,747
47,016

551,757
574,416

74.15
73.31

86.09
84.83
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Table D2 Derivation of Control Totals (£ million) for Income in UK 1907-1944

Column 2 3 4

Calendar

year (tax

year Assessed

starting income inc Wages Undistributed

in April) wages assessed profits Wages
1908 824 8 88 715
1909 822 8 89 721
1910 838 8 87 753
1911 866 8 86 781
1912 907 8 84 811
1913 951 8 90 835
1914 985 8 95 830
1915 1,050 23 103 910
1916 1,373 34 113 1,040
1917 1,631 58 137 1,310
1918 2,072 145 170 1,640
1919 2,547 826 200 1,970

1920 2661 674 223 2475
1921 2,462 490 240 1,933
1922 2,318 357 188 1,585
1923 2,303 301 195 1,510
1924 2,401 343 178 1,554
1925 2,337 243 226 1,579
1926 2,337 196 215 1,481
1927 2,416 285 209 1,624

5

Salaries
below

exemption

level

73
74
77
80
84
89
95
99
61
70
83
110
96
85
78
76
78
101
106
104

6

Self

employment

income
below

exemption

level

152
154
162
174
180
180
176
227
158
181
198
221

82

67

68

66

68

89
101
101

7 8 9 10
ADJUSTED
NI ADJUSTED Total as %
Dividends retirement Total as % (Personal
below and Personal sector gross
exemption widows' ADJUSTED sector gross income -
level pensions total incomeincome Transfers)
50 1682 94.02 94.33
50 1689 92.56 93.28
50 1747 91.94 92.68
50 1817 91.88 92.63
50 1899 91.74 92.63
50 1966 91.63 92.63
50 1990 89.22 90.36
50 2164 80.91 81.74
50 2483 75.54 76.19
50 2982 75.03 75.96
50 3646 77.77 79.07
50 3773 73.22 75.73
50 4343 82.13 84.88
50 3770 82.13 85.99
50 3474 84.29 88.47
50 3434 85.64 89.59
50 3553 85.87 89.65
77 3635 85.70 89.52
80 8 3628 86.54 90.94
80 11 3761 86.16 90.21
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1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941
1942
1943
1944

2,494
2,531
2,497
2,826
2,667
2,621
2,747
2,839
3,015
3,231
3,341
3,425
4,056
4,846
5,625
5,912
6,198

285
290
269
620
600
620
650
680
725
785
804
908
1,382
1911
2,286
2,365
2,479

201
217
219
167
100

83
103
178
216
232
291
290
290
290
290
290
290

1,607
1,638
1,579
1,495
1,470
1,497
1,568
1,624
1,724
1,842
1,888
2,010
2,270
2,560
2,810
2,940
2,950

107
106
106
49
54
66
68
72
76
79
81
86
82
71
74
79
84

101
103
103
66
66
66
66
70
74
70
68
77
83
82
88
90
91

80
80
80
80
70
70
70
70
79
85
84
84
84
84
84
84
84

23
26
34
39
40
42
43
44
44
45
46
53
60
67
74
81
88

3846
3896
3833
3694
3594
3584
3731
3780
3984
4243
4320
4436
4849
5382
6038
6384
6579

87.24
86.99
86.60
86.75
86.16
84.94
86.36
84.13
84.23
86.43
85.65
85.10
82.53
75.74
76.90
75.98
76.28

91.41
91.25
91.54
92.91
92.40
90.79
92.07
89.58
89.25
91.34
90.69
89.69
86.49
78.89
79.99
79.09
79.61

55



List of Tablesand Figures

Table 1 Comparison of Income Tax Data Sources

Table 2NL NL Sharesin Totd Before Tax Income 1913-1999
Table 2UK UK Sharesin Tota Before Tax Income 1908-1999
Table 3NL NL Sharesin Disposable Income 1959-1999
Table 3UK UK Sharesin Totd After Tax Income 1937-1999

TableAl Sources of NL Dataon Totad Income

Table A2 Sources of NL Data on Digposable Income

TableB1 Sources for UK Super-Tax and Surtax Data

Table B2 Sources of UK SPI Data

Table C1 Netherlands Population Tota's (thousands)

Table C2 Reference Income Totds in Netherlands (million guilders)

TableD1 Derivation of Control Totas (£ million) for Income in UK agpplied to tax year data
1945/6-1999/2000

TableD2 Derivation of Control Totas (£ million) for Income in UK 1907-1944

Figure 1 Yearsfor which datain NL and UK

Figure 2A Shares of Top 10%, 5% and 1%

Figure 2B Shares of Top 0.5%, 0.1% and 0.05%

Figure 3A Shares within Shares: Top 1% within 10%, and top 0.1% within 1%
Figure 3B Pareto Lorenz Coefficients (same groups)

Figure 4A Sharesin After Tax Income of Top 10%, 5% and 1%

Figure 4B Sharesin After Tax Income of Top 0.5%, 0.1% and 0.05%
Figure4C Shares within Shares After Tax

Figure5 Ratio of After Tax and Before Tax Shares

Figure C1 Tax Unitsin NL
Fgure D1 Comparison of Control Totals as % Persond Income in Nationa Accounts



References

Atkinson, A B, 2002, “Top Incomes in the United Kingdom over the Twentieth Century”,
Discussion Paper in Economic and Socia History, No 43, Univeraty of Oxford.

Atkinson, A B and Harrison, A J, 1978, Distribution of Personal Wealth in Britain, Cambridge
University Press, Cambridge.

Barna, T, 1945, Redistribution of Incomes Through Public Finance in 1937, Clarendon Press,
Oxford.

Bowley, A L, 1914, "The British Super-Tax and the Didribution of Income"’, Quarterly Journal of
Economics, vol 28: 255-268.

Bowley, A L, 1919, The Division of the Product of Industry, Oxford University Press, Oxford.

Bowley, A L, 1920, The Change in the Distribution of National Income, 1880-1913, Oxford
University Press, Oxford.

Bowley, A L, 1930, Some Economic Consequences of the Great War, Butterworth, London.

Bowley, A L, 1937, Wages and Income in the United Kingdom since 1860, Cambridge
University Press, Cambridge.

Bowley, A L, 1942, Studies in the National Income 1924-1938, Cambridge University Press,
Cambridge.

Bowley, A L, and Stamp, J C, 1927, The National Income 1924, Oxford Universty Press,
Oxford.

Cannan, E, Bowley A L, Edgeworth, F Y, Lees Smith, H B, and Scott, W R, 1910, “The Amount
and Digribution of Income (other than Wages) Below the Income Tax Exemption Limit in the
United Kingdom”, Journal of the Royal Statistical Society, vol 74(1): 37-66.

Central Bureau of Statistics (CBS), 1961, National Accounts of the Netherlands 1960, Statigtica
Studies No 11, de Haan, Zeist.

Clark, C, 1932, The National Income 1924-1931, Macmillan, London.

Clark, C, 1934, "Further Data on the Nationd Income’, Economic Journal, vol 44: 380-397.
Clark, C, 1937, National Income and Outlay, Macmillan, London.

CBS (Centrad Bureau voor de Statistiek, Netherlands Central Bureau of Statistics), 1941,
Berekeningen over het nationale inkomen van Nederland voor de periode 1900-1920,

gpecia se onderzoekingen van de Nederlandse conjunctuur, no 4.

CBS, 1948, Het nationale inkomen van Nederland, 1921-1939, Monografieen van de
nederlandse conjunctuur, deel 8, W. de Haan, Utrecht.

57



CBS, 1949, “Nationa Accounts of the Netherlands 1946 and 1947, Special Satistical
Communications, No 4001, The Hague.

CBS, 1950, “Het nationa e inkomen van Nederland, 1940-1945", Satistische en econometrische
onderzoekingen, vol. 5 no 1, 31-45

CBS, 1961, “Nationa accounts of the Netherlands 19607, Satistical Sudies, No 11, W de haan,
Zag.

CBS, 1973, nationale rekeningen 1972, saatsuitgeverij, s Gravenhage.

CBS, 1975, nationale rekeningen 1974, staatsuitgeverij, S Gravenhage.

CBS, 1982, nationale rekeningen 1981, staatsuitgeverij, S Gravenhage.

CBS, 1996, National accounts of the Netherlands 1995, Sdu Publishers, The Hague.

CBS, 1998, National accounts of the Netherlands 1997, Sdu Publishers, The Hague.
Central Planning Bureau, 1999, Macroeconomische Verkenning 2000, The Hague

Centrd Statistical Office, various years, National 1ncome and Expenditure, HM SO, London.

Champernowne, D G, 1936, The Distribution of Income between Persons, Prize Fdlowship
dissertation, King's College, Cambridge.

Champernowne, D G, 1973, The Distribution of Income between Persons, Cambridge University
Press, Cambridge.

Colwyn Committee, 1927, Report of the Committee on National Debt and Taxation,
Cmd.2800, HM SO, London.

Cowell, F A, 1995, Measuring Inequality, second edition, Prentice Hall, London.

Crodand, C A R, 1964, The Future of Socialism, second edition, Jonathan Cape, London.
Feenberg, D R and Poterba, JM, 1993, “Income Inequdity and the Incomes of Very High-Income
Taxpayers. Evidence from Tax Returns’, in Poterba, J, editor, Tax Policy and the Economy, vol.
7, MIT Press, Cambridge, 145-177.

Feenberg, D R and Poterba, JM, 2000, “The Income and Tax Share of Very High-Income
Households, 1960-1995”, American Economic Review, Papers and Proceedings, vol. 90: 264-
270.

Feingein, C H, 1972, Satistical Tables of National Income, Expenditure and Output of the
U.K. 1855-1965, Cambridge University Press, Cambridge.

Gastwirth, JL, 1972, “The Estimation of the Lorenz Curve and Gini Index”, Review of Economics
58



and Satistics, vol. 54: 306-316.

Hartog, J, 1983, "Inequdlity reduction by income taxes. Just how much? An investigation for the
Netherlands, 1914-1973", Empirical Economics, vol 8: 9-13.

Hartog, J and Veenbergen, J G, 1978, "L ong- Run Changes in Persona Income Didribution”, De
Economist, vol 126: 521-549.

House of Commons, 1906, Report of the Committee on Income Tax, No 365, HM SO, London.
Inland Revenue, various years, Annual Reports of the Commissioners, HM SO, London.
Inland Revenue, 1983, The Survey of Personal Incomes 1979-80, HM SO, London.

Klejn, JP de, and Stadt, H van der, 1987, Inkomensniveau en inkomensongdijkheid 1959-1984,
Supplement bij de Sociaa- Economische Maanddtatistiek 1987 no 6, 11-38

Kraus, F, 1981, “The Higtorical Development of Income Inequaity in Western Europe and the
United States’, in P. Floraand A. J. Heidenheimer (eds.), The Devel opment of Welfare Statesin
Europe and America, Transaction Books, New Brunswick, N.J.

Kuznets, S, 1953, Shares of Upper Income Groups in Income and Savings, Nationa Bureau of
Economic Research, New Y ork.

Lyddl, H F, 1959, "The Long-Term Trend in the Size Didtribution of Income’, Journal of the
Royal Satistical Society, Series A, vol 122: 1-46.

Macgregor, D H, 1936, “Pareto’s Law”, Economic Journal, vol 46: 80-87.
Minister of Reconstruction, 1944, “Socia Insurance, Part I, Cmd 6550, HM SO, London.

Morrisson, C, 2000, “Historica Perspectives on Income Digtribution: The Case of Europée’, in
Handbook of Income Distribution, ed Atkinson, A B and Bourguignon, F, Bsevier, Amsterdam.

Nierop, C and Salverda, W, 2003, “Top-Income Shares in the Netherlands 1977-1999”,
Amaterdam Ingtituut voor ArbeidsStudies, Universtet van Amsterdam, mimeo.

Pen, J, 1979, "A Clear Case of Leveling: Income Equdization in the Netherlands', Social Research,
vol 46; 682-694.

Piketty , T, 1998, "L es hauts revenus face aux modifications des taux marginaux supérieurs de
I'impot sur le revenu en France, 1970-1996", Discussion Paper 9812, CEPREMAP, Paris.

Piketty, T, 2000, Les hauts revenus en France au 20°™ sieécle, forthcoming.
Piketty , T, 2000a, "Income Inequdity in France, 1901-1998", draft, CEPREMAP, Paris.

Piketty, T, and Saez, E, 2001, Income Inequality in the United States, 1913-1998, NBER
Working Paper n°8467

59



Pott-Buter, H A, and Tijdens, K G, 2002, Emanci patie-effectrapportage belasting en premies,
een verkenning naar nieuwe mogelijkheden vanuit het belastingstelsel 2001, AIAS Research
Report 12, Amaterdam Ingtitute for Advanced Labour Studies, Universiteit van Amsterdam

Ramprakash, D, 1975, "Didtribution of Income Statistics for the United Kingdom, 1972/73: Sources
and Methods', Economic Trends, 262: 78-96.

Roya Commission on the Digtribution of Income and Wesdlth, 1975, Report No.1, Initial Report
on the Standing Reference, Cmnd. 6171, HM SO, London.

Roya Commission on the Digtribution of Income and Wedlth, 1976, Report No.3, Higher Incomes
from Employment, Cmnd. 6383, HM SO, London.

Royd Commission on the Digtribution of Income and Wedth, 1979, Report No.7, Fourth Report
on the Standing Reference, Cmnd. 7595, HM SO, London.

Roya Commission on the Income Tax, 1920, Report, Cmd. 615, HM SO, London.

Roya Commission on the Income Tax, 1920a, Index to the Evidence and Appendices, Cmd.
288, HM SO, London.

Saez, E and Vedll, M, 2003, “ The Evolution of High Incomesin Canada, 1920-2000", NBER
Discussion Peper.

Sarensen, R S, 1993, “Changes in the Persona Income Distribution 1870-1986” in The Economic
Development of Denmark and Norway since 1870, Edward Elgar, Cheltenham.

Schultz, T P, 1968, "Secular Equdization and Cycdlica Behavior of Income Digtribution”, Review of
Economics and Satistics, vol 50: 259-267.

Stamp, J C (Lord), 1914, "A New lllustration of Pareto's Law", Journal of the Royal Statistical
Society, vol 77: 200-204.

Stamp, J C (Lord), 1916, British Incomes and Property, P S King, London.

Stamp, JC (Lord), 1936, "The Influence of the Price Level on the Higher Incomes', Journal of the
Royal Statistical Society, vol 99: 627-673.

Stark, T, 1972, The Distribution of Personal Income in the United Kingdom 1949-1963,
Cambridge University Press, Cambridge.

Stark, T, 1978, "Personal Incomes’ in W.F. Maunder, editor, Reviews of United Kingdom
Satistical Sources, Volume 6, Pergamon Press, Oxford.

Szirmai, A, 1986, Inequality Observed, Avebury, Aldershot.

Titmuss, R M, 1962, Income Distribution and Social Change, Allen and Unwin, London.

60



United Nations, 1983, Yearbook of National Accounts 1981, United Nations, New Y ork.

61
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Figure 2A Shares of Top 10%, 5% and 1%
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share in total gross income

Figure 2B Shares of Top 0.5%, 0.1% and 0.05%
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Figure 3A Shares within Shares
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Figure 3B Pareto Lorenz Coefficients
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Figure 4A Shares in After Tax Income of Top 10%, 5% and 1%
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Figure 4C Shares within Shares After Tax
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Figure D1 Comparison of Control Totals as % Personal Income in National Accounts
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