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1.2017: Belgium missing in WID-database [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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1. CRESUS-project: added Belgium in the WID-database [

FACULTEIT ECONOMIE EN
e v NS CHAPPEN
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2. what was the problem/challenge?

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" no lack of studies on inequality in Belgium

" no lack of pronounced statements in public debate: s roume«
DE KL{OR

ONGELIJKHEID IN BELGIE (1)

van de Frans

Ongelijkheid is na het grensw

Helft inkomen voor 20 procent rijksten

Belgié ontsnapt, net als de meeste
westerse landen, niet aan een de toplon sneller stijgen dan
van de res te’ helft. Die rijkste tien conoom Thon

groeiende inkomensongelijkheid. Door de sterke toename van hun  procent is nu goed voor ruim een  ty aantoonde, stijgt ook in andere
inkomen ontvangt de rijkste derde van het totale inkomen. Le-  wi landen de binnenlandse
va den van deze groep hebben elk  ongelijkhy
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is het inkomen in ons land euro had, behoort tot de rifkste 126565 curo en rijft 2075 pra
gestegen. Maar niet iedereen pro- 2011 door De Standaard twintig procent. van de totale inkomsten binnen,

fiteerde evenveel van de inko-  een beeld van de evolutie van de  Ookbinnen hetkransjetopverdie-  ruim een derde meer dan een
menstoename. De twintig procent  bruto-inkomens dic voor het gros  ners is de kock erg ongelijk ver-  kwarteeuw geleden, 57413657
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rukken zich los van de rest

De Franse econoom Thomas Piketty toonde
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= but (academic) work mostly based on
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— distribution of disposable income (after taxes/transfers
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— long run comparisons

>>> Loos verder op bz B

— based on administrative data (fiscal data
— income before taxes
— corrected for changes in enrolled population and missing income

— linked to National Accounts (DINA-project
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2. what was the problem/challenge?

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" in this project: we tried to comply with international practice (read: WID)

— for evolution of income shares top 1%, top 10%

— which has now been enlarged to DINA-approach

" Belgium: does have published fiscal data, but:

— NTI: Net Taxable Income (i.e. after deductions)

GTI

NTI

(gross taxable income) (net taxable income) (after taxes and transfers)

disposable income

v

— deductions
— non declared income

— taxes
— transfers

— zero NTI’s are removed from tables (# is mentioned)

— anyhow dependent on legislation, and administrative practice (e.g. enrolment)

— illustration:

Final Conference of BELSPO-BRAIN project BR/121/A5/CRESUS —13t November 2019

Decoster — using fiscal data to estimate top income shares



2. what was the problem/challenge? # of NTI=0 records [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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2. what was the problem? income growth D1 of published NTI [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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2. what was the problem? income growth P100 of published NTI [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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2. What was the problem? Gini published nti (O NTI’s removed) =

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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2. what was the problem/challenge? B

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" administrative data compared to EU-SILC-survey data: no magic bullet

— data access: application often more cumbersome, access conditions stringent
— internal logic of data: administrative not economic, sociological etc.
— dependent on legislation and hence changing over time

— important variables for distributional or behavioral analyses missing
(sociological household, education level, etc.)

— ... other pro’s and cons
= but:

— more complete coverage of population:
= |onger tails

= data on hard-to-survey groups

— no ‘errors’ due to self-reporting (‘errors’ = deviation of administrative reality)

= jllustration with micro-data IPCAL versus EU-SILC (Income Year 2014)

— only for Flemish population (comparable to admin data: older than 16 or TIz0)
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2. what was the problem/challenge? [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3.1 data: EM-SILC & IPCAL — distribution GTl in income brackets B

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

frequency in thousands

between between
less than between Q0 between 25k between 50k between 75k more than
data total zero 100k and 125k and
zero and 25k and 50k and 75k and 100k 150k
125k 150k
IPCAL 5,277.1 2.4 535.8 2,590.1 1,616.9 357.6 86.3 36.8 16.2 35.0
SILC 5,172.7 4.4 478.3 2,353.4 1,932.8 309.0 54.5 21.3 10.1 9.0
average income in thousands
between between
less than between O between 25k between 50k between 75k more than
data total zero 100k and 125k and
zero and 25k and 50k and 75k and 100k 150k
125k 150k
IPCAL 25.4 -3.1 0.0 12.9 34.7 59.3 85.0 110.5 135.4 274.9
SILC 25.3 -1.1 0.0 14.4 34.3 58.7 85.4 111.1 136.2 263.0
total income in thousands
between between
less than between 0 between 25k between 50k between 75k more than
data total zero 100k and 125k and
zero and 25k and 50k and 75k and 100k 150k
125k 150k
IPCAL | 133,851,112 -7,426 1,252 33,298,711 56,139,767 21,200,858 7,339,055 4,067,402 2,195,975 9,615,518
SILC 128,846,097 -4,508 1,539 33,971,046 66,155,417 18,078,168 4,641,322 2,366,883 1,358,757 2,277,474
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2. what we did in this project s

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

1. reconstruct gross taxable incomes (GTI) instead of NTI
(with FOD Economie — Lien Tam Co)

2. adjustments in accordance with exogeneous reference totals for...

— population — correction for non-filers to reach population reference
= adding zeroes at bottom up to population reference
= this shifts the quantile values where top income groups start
= => hazardous to calculate overall inequality measures, but top 1% + ok
— gross household income — correction for missing income
= construction of income reference from national accounts (NA)

= to account for missing capital income
(e.g. liberating withholding tax, but also retained earnings, etc...)

3. to calculate income shares of top 1% and top 10% of GTl-distribution
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2. what we did in this project =

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3. results of step 1 and 2a =

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

1. reconstruct gross taxable incomes (GTI) instead of NTI

2. adjustments in accordance with exogeneous reference totals for...

— population — correction for non-filers to reach population reference

= adding zeroes at bottom up to population reference

this shifts the quantile values where top income groups start
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3. results - share D10 before and after correction for O’s and GT| B

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3. results - share P100 before and after correction for O’s and gti =3

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3. missing income [

BEDRIJFSWETENSCHAPPEN

FACULTEIT ECONOMIE EN
(1) Totaal Inkomen van de gezinnen in S14

het inkomen dat niet in de belastbare basis zit

(2) = (bv. werkgeversbijdragen en — in sommige landen — de
werknemersbijdragen, en niet-belastbare transfers zoals
kinderbijslagen, leefloon, studiebeurzen enz.)

(3)

belastbaar inkomen niet aangegeven bij de belastingaangifte,
+ zoals bv. door bevrijdende roerende voorheffing of door
belastingontwijking

(4)

(5) + belastbaar inkomen van wie geen aangifte indient

(6)
(7) 1 + aftrekken van het belastbaar inkomen (bvb. beroepskosten,
voorheen woningaftrek, enz.)

(8) Het gepubliceerde netto belastbare inkomen

= construction Income Control in (3): starting from (1) and itemizing (2)
* has been compared with GTl in (6)

" to estimate ‘missing income’ in fiscal data
— Note: NA-standards: after 1995 ESA2010, before 1995: ESA95

Final Conference of BELSPO-BRAIN project BR/121/A5/CRESUS —13t November 2019 Decoster — using fiscal data to estimate top income shares



3. income reference in % of GDP and PSPTI [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3. missing income: NTI & GTl as % of Income Control in NA m
90 -

BEDRIJFSWETENSCHAPPEN
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3. missing income by income component (in % of IC-NA) | cwremm

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3. missing income ]

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" 2013:15% of IC-NA missing in tax files; down from 34% in 1990
— how reliable is &, of IC-NA itself? to be investigated further

"= how to allocate this ‘missing income’ (MI) across distribution?

— without additional information, three options to allocate Ml:
1.  allocate all Ml outside top income groups => [ower bound
2. allocate proportionally: previous results unchanged

3. allocate all Ml to top income groups => upper bound

= future: use HFCS to impute income from FA and property income

— but only one year (2010)

— no returns by asset; only aggregate return and portfolio composition
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3. share D10 after allocation of missing income ]

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3 comparison of D10 internationally

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3 share P100 after allocation of missing income

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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3 comparison of P100 internationally [

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN
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4. summary R

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" evidence for increasing Belgian top income shares in last 25 years: poor

= but... very preliminary first step and caution is needed

— 97% of NA-total of financial assets is missing

— NA: must be understood better and not limit income to sector S14
= incorporated income

= retained earnings

— growth rates of income from property and FA in NA: puzzling

= administrative data:

— certainly valuable complementary info to surveys

— accessabilty should be enhanced (micro-data)
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4.to do’s =

FACULTEIT ECONOMIE EN
BEDRIJFSWETENSCHAPPEN

" impute capital income in fiscal data
— based on HFCS 2010, 2014 en 2017

— with statistical matching techniques

— distribution of missing income from Property and FA over percentiles

= fill in other (bottom) parts of distribution (eg. replacement income, ...)

— which boils down to: DINA-approach

— allowing growth incidence curves over longer time period

" stretch analysis further back in time

— based on fiscal data

— reconstructed national accounts
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