Wealth Inequality

Economic and Fiscal Policy



Wealth accumulation motives




Infographic A1

: Source: Fessler, Pirmin, Martin Schiirz, und Peter Mooslechner. ,,Household
Functions of wealth Finance and Consumption Survey des Eurosystems 2010: Erste Ergebnisse fir
Ostereich”. Geldpolitik & Wirtschaft 2012, Nr. 3 (2012).

Great wealth, in particular that of firms, endows
its owners with economic and political power

TRANSFER Wealth can be transfered as a gift or by inheritance

Wealth can be used to obtain social status,
thereby helping to gain prestige in society

Wealth can generate interest income or a return on
investment; dividends, rents, leasing receipts or
distributed profits represent different types

INCOME GENERAT'ON of investment income

Real assets can be used directly
(e.g household main residence)
If required, wealth can be used
PROVISION for consumer spending

Note: As wedlth increases, the number of the possible functions of wealth also tends to increase.
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= Why does wealth inequality matter even
though there is a welfare state?

= John Rawls (Remember: ,,A Theory of
Justice®)

JonN RawLs
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Wealth inequality facts

Wealth inequality — some guesswork
= Menti.com
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Measurement

= Particular challenge: Data availability
= No taxation — limited data
= Survey Evidence
= Rich lists
" Probate Records — Estate multiplier method
" [Income capitalisation method

" |n AT: So far only
= HFCS
" Trend
= Tax for selected years before 2008
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Measurement

Figure 1: Wealth Concentration in the United States
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M e aS u r e m e n t Sensitivity of key results to modeling top of distribution while keeping external
rich list constant

Mean Median Gini Share in net wealth
coeffi- -
cient Top 1% | Top10% | Bottom
50%
EUR thousand | | %
Unadjusted HFCS results 2385 705 | 0748 | 2367 57.87 248
Adjustment models
Adjust weight
Threshold EUR 1 million 3320 732 0.873 375 721 -1.4
Threshold EUR 2.5 million . 3318 695 0.873 480 T8 05
Threshold automatic »0c of deot 3312 742 | 0858 306 703 11
Threshald EUR 0.5 million 3314 739 0.8&0 314 707 —11
Add wealthy households
Threshold EUR 1 million 75% of debt® 3318 710 0.837 475 713 1.0
Threshold EUR 2.5 million  75% of debt o x e w x "
Threshold EUR 1 million 30% of debt 331e 667 0.849 480 721 05
Threshold EUR 1 million 126 of debt 33le a0.0 0509 507 755 -4
Threchold automatic 75% of debt EEN Y T 0.845 447 715 05
Threshold EUR 0.5 million  75% of debt 3316 712 0.845 451 TiLT 06
Minimum 3312 a0.0 0.837 306 703 -4
Maximum 3320 742 0509 507 755 10

Source: HFCS Austris 2017, OeNB; trend rich lizx 2017, nonona! sccounts (OeMB, Storiznice Austria).

' Tha portfolio allocation, and thus afso the extent of debt holdings, of the affiuvent part of the populstion i= given by survey responses. Additional
assumptions reganding debt holdings (and ather portfolio choices) only need to be mode for the “odd wealthy housshalds"™ approach.

? As the gffluent part of the distribution = madelad in terms of nez weglth (Le. gross weslth minus debe), we need an assumption about the share of
“missing” oggregare debr held by the simulored households (“odd wealthy househalds”). Thus, we vary this poramener oo oee its impoct.

* Mode! does not comeerge.
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Measurement

Ausschreibung: Forschungsassistent/-in - Erbschaften und
Vermégen in Wien

Verantwortliche: Franziska Disslbacher (University Roma Tre & CUNY) & Sewverin Rapp (WU Wien)
Zusammenhang: Im Rahmen eines Forschungsprojektes zum Volumen und der Verteilung won
Erbschaften in Osterreich suchen wir Forschungsassistent/<innen zur Mitwirkung bei der
Datensammlung. Die Forschungsassistent/-innen werden insbesondere im Zeitraum Februar bis April
2023 in Wien tatig sein. Als Forschungsassistent/-in arbeiten Sie in einem Archiv mit Dokumenten, die
Daten zu Erbféllen enthalten. lhre Aufgabe ist das Entnehmen wissenschaftlich relevanter Eckdaten aus
diesen Dokumenten mittels Eingabe in eine eigens dafir erstellte Software. So sammeln Sie erste
Forschungserfahrung im wlkswirtschaftlichen Zusammenhang; insbesondere erlangen Sie Einblicke in
die Arbeit mit Primardaten. Ziel des Projektes ist das Erstellen eines detaillieten Datensatzes zum
Erben in Wien, der statistische Auswertungen entlang unterschiedlicher sozialwissenschatftlich
bedeutsamer Dimensionen eraubt. Durch die Mitarbeit wirken Sie an einem innovativen
Forschungsprojekt an der Wirtschaftsuniversitat Wien (WU Wien) mit und tragen dazu bei, die
Datenlage zu Erbschaften in Osterreich bedeutend zu verbessemn.




Measurement

Quelle: Fessler, Pirmin, und Martin Schiirz.
,Vermogen der privaten Haushalte in Osterreich:
Gemeinsamkeiten und Unterschiede”.
Sozialpolitische Studienreihe. Wien: BMASGK, 2019.

Unternehmensbeteiligungen (inkl. Landwirtschaften)

Kraftfahrzeuge
Hauptwohnsitz Weiteres Immobilienvermégen | |- '
M Hauptwohnsitz Unternehmensbeteiligungen (inkl. Landwirtschaften) Weiteres Immobilienvermogen
Sparkonten M Kraftfahrzeuge [ Girokonten
I 1Fonds I Freiwillige private Altersvorsorge B Andere Wertgegenstinde
M Anderes Finanzvermégen Aktien Anleihen

B Geld, das andere dem Haushalt schulden W/
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Income and wealth inequality

US

Income Inequality (Gini)

S 6 v 8 9
Wealth Inequality (Gini)

OLS Estimate: —0.217 (incl. US: 0.079); Correlation: —0.451 (incl. US: 0.131)

Source: Pfeffer, Fabian
T, und Nora Waitkus.
,The Wealth Inequality
of Nations”. American
Sociological Review,
2021, 36.
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Income and wealth inequality

Income Wealth
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Source: Kuhn, Moritz, Moritz Schularick, und Ulrike | Steins. ,,Income and Wealth
Inequality in America, 1949-2016"“. Journal of Political Economy, o. )., 51.




Income and wealth inequality

Source: Kuhn, Moritz, Moritz Schularick, und Ulrike |

B Share in total Wea_,lth gI'OWth Steins. ,,Income and Wealth Inequality in America,

1949-2016“. Journal of Political Economy, o. J., 51.
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Subjective distribution

Prozent der Haushalte

= Self perception of position
25 in the wealth distribution
= Share of households (y-axis)

" that consider themselves in
the respective decile of the
wealth distributio (x-axis)
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Source: Fessler, Pirmin, und Martin Schiirz.
,Vermogen der privaten Haushalte in Osterreich:
0 —/ —_— Gemeinsamkeiten und Unterschiede”.

1 2 3 4 5 6 7 8 9 Sozialpolitische Studienreihe. Wien: BMASGK, 2019.

Selbsteinschatzung === Tatsachlicher Anteil




Drivers of inequality

Figure 10.8. Private property in Europe, 1870-2020
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Piketty, Thomas. Capital and ideology. Ubersetzt von Arthur Goldhammer. Cambridge,
Massachusetts: Harvard University Press, 2020.

= Residual: political measures
curtailing rights of owners, such as
regulation of rental markets, ...
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Inheritances
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FIGURE 1. Share of inherited wealth, Europe and the USA 1900-2010.
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