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1 Introduction and summary

e Differences in wealth distribution across developed countries are large

(eg share held by top 1%: 15 to 35%)

e Documenting these differences is important in at least two contexts (and
now feasible in many cases):

. literature on inequality measurement

. may help discriminate between alternative theories of the distribution
of wealth

e Potentially a lot more heterogeneity in nature of households across countries
than individuals (eg patterns of household formation by young adults)

e To what extent the differences we observe in wealth distributions across
countries persist for comparable households? To what extent are they due
to differences in household structure between countries?






In this paper:

e Prevailing family systems in each country may be important to understand
differences in wealth inequality between countries (we take cross-country
differences in family structure as given)

e Two countries: US (weak family ties) Spain (strong family ties) and com-
parable micro data (SCF 2001 and EFF2002)

e Non-parametric estimation of counterfactual distribution that results by com-
bining the US conditional wealth distributions with the Spanish demographic
characteristics of households.

e For various summary distribution measures we decompose the difference
between the two countries into a part due to differences in household com-
position and another part holding composition constant

e Quantile regressions for within groups differences between US and Spain



e To further characterize the difference between the two countries we look at
portfolio composition

e Table 6a point to an association between differences in lower part of the
distribution (and the earlier part of the life cycle) and home ownership



4 Summary measures for the counterfactual US dis-

tribution

e Table 7 reports various measures of position and dispersion for the three
distributions

e Table 8 we decompose the differences between the US and Spain in previous

summary measures

Sp Sp
mgp —mys = (mgp — mgg) + (Mg — mys)

. first term: difference in wealth for the same household composition

. second term: differences when only household composition changes



e Identify main groups behind the difference between counterfactual and actual
US distributions

. couples aged 55 and over (eg if Spanish 28% instead of US 19.7%, the
US median would increase by 10900 euros)

. very young single women and couples
. single women under 55 with children

. couples aged 35 to 54 with children

e looking at comparable groups, the main feature that emerges is how dif-
ferences between the US and Spain in household wealth change over the
life-cycle (age, rather) for a large group of the population

e In the US significantly worse off at all quartiles when young (aged 25-34),
signicantly better off at all quartiles when old (over 54), and worse off in the
first part of the distribution but better off in the upper part when aged in
between



e International comparisons may be useful to construct models that uncover
mechanisms that generate observed wealth data

e However differences in household structures and properties of the data at
hand must be considered

e Look at how models fare for other measures of the distribution (aside from

Gini and concentration measures)



