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I. INTRODUCTION

In this study we report and analyze the differences in the distributions of
wealth, income, assets, and debt between a developing economy, Chile, and a
developed economy, the United States. For Chile, we use the 2007 Household
Financial Survey (Encuesta Financiera de Hogares, EFH), while for comparison
purposes we use the 2007 Survey of Consumer Finances (SCF) of the United
States. We then extend our empirical results to discuss the causes of financial
inequality in each country.

Both data sources are comparable in that they are similarly-designed surveys
intended to provide a detailed picture of households’ financial status. The
SCF is widely used for academic as well as policy work. It has been used to
analyze life-cycle savings and consumption (Huggett, 1996), intergenerational
transmission of earnings (Quadrini 2000), inequality (Heathcote et al., 2010)
and other applications. The EFH, on the contrary, is a relatively new data
source that has not yet been extensively employed. Our main objective is to
characterize and compare the distribution of wealth, income, assets, and debt
using data sources from two countries that differ in many aspects, particularly
their level of economic development.

At an aggregate level, the U.S. is noticeably richer than Chile in terms of
income and assets. The U.S. population does carry more debt, but remains much
wealthier in terms of net assets. The inequality of how these are distributed
across the respective populations, however, is not quite so clear cut. We find
that the U.S. has more inequality than Chile in terms of assets (Chilean Gini:
0.70, U.S. Gini: 0.76) and net wealth (Chile: 0.74, U.S.: 0.82), but Chile has
more inequality in terms of income (Chile: 0.57, U.S.: 0.53) and debt (Chile:
0.85, U.S.: 0.70). These distributions are plotted in figures 1, 2, 3, and 4.
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Figure 1

0.8 —

0.6 —

0.4 —

02 —

Log annual income

Source: Authors' calculations.

Figure 2

—Chile === USA
0.8 —

0.6 —

0.4 —

0.2 —

Log assets

Source: Authors' calculations.

We apply our data findings to understanding the root causes of inequality
in Chile and the U.S. We take several prominent theories on the source of
inequality from the existing literature and see which are consistent with the
data. Our results suggest that earnings risk is not a very plausible channel to
explain inequality, given the observed differences between the two countries.
Driving inequality through bequest motives also runs into some conflicts
with the data. However, explaining inequality through access and returns to
entrepreneurship is entirely consistent with our detailed data findings.
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Figure 3
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Figure 4
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As a way to examine the consistency of this hypothesis, we conduct an empirical
exercise where we recompute inequality measures for Chile after imposing
American payoffs to entrepreneurship and find that this channel is strong
enough to fully explain the observed difference in wealth inequality, lending
further support to our analysis of the data.

We conduct our analysis at the aggregate level but also examine the data in more
detail along several dimensions. We dissect the income, asset, debt, and wealth
distributions by income level and also by personal demographic characteristics
of the head of household: age, gender, household type, employment type,
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and educational attainment. Our results on each of these fronts are briefly
summarized below.'

Age: Financially, age has less meaning in Chile. American income and wealth is
more stratified across different age groups than in Chile. Chilean households of
all working ages report roughly the same earnings —within 10% of USD 15,000,
while American households steadily earn more as they age. Correspondingly,
Americans accumulate much more wealth as they age relative to Chileans,
except in retirement, where Americans spend down wealth and Chilean
households do not. This is potentially a key issue in our analysis of inequality
being generated through bequests.

Gender of head of household: Based on the self-identified ‘head of household’,
we find that male-led households earn more, and hold more assets, debt, and
wealth. The gender gap is larger in the U.S. than in Chile: relative to the
population as a whole, male households are richer with higher incomes in the
U.S. than in Chile. In both countries, there is marginally less inequality among
women across the board, particularly in the incomes of American women, except
that debt is very unequal among women in both Chile and the U.S.

Marital status: Married households hold more assets, more debt, more wealth,
and have higher incomes in both Chile and the U.S. In terms of inequality,
inequality within married households (as measured by the Gini coefficient) is
generally similar in all four dimensions to the aggregate statistics —within a few
percentage points— with the exception of debt, where U.S. married households
display significantly less inequality than the U.S. population as a whole.

Employment status: Self-employment is common in Chile relative to in the
U.S., but in Chile it is more likely to be present among secondary household
members. The U.S. sees less self-employment, but has a larger fraction of self-
employed household heads. Across the board —income, assets, debt, wealth—
we see more inequality among self-employed households than traditionally
employed households, and in particular the income Gini among American self-
employed households is 9 points higher than the population, while for Chile
self-employed households have the same Gini as the population as a whole.
Aside from inequality, American self-employed households accumulate far
more wealth as well: they have 30 times as much as their Chilean counterparts,
compared to only 8.5 times as much for employed workers. This stark difference
among entrepreneurs mirrors the observed differences in inequality between the
U.S. and Chile and seems the most plausible channel to explain the observed
inequality.

Educational attainment: Chilean households are consistently less educated
than American households: approximately half as many heads of household

1 Our measure of wealth for the Chilean economy does not include expected wealth due to future social transfers
from social retirement schemes.
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have a university degree. College education is more of a guarantee of a high-
percentile income in Chile, but lack of education is more of a guarantee of low
income in the U.S. Wealth inequality is particularly high in both countries
among college dropouts, but education is not a strong predictor of inequality,
as American college graduates and high school dropouts have almost identical
degrees of wealth inequality.

We characterize the Chilean distributions of income, wealth, assets, and debt in
aggregate form and across all these discussed subgroups in considerable detail
in sections IT and III, respectively.

There is not a well-established literature on inequality in Chile. The only other
literature making use of our data source, the Household Financial Survey
(Encuesta Financiera de Hogares, EFH) is, to the best of our knowledge, Uribe
and Martinez (2016), which characterizes some determinants of wealth in Chile,
for example age and bequests. Beyond this, Fairfield and Jorratt De Luis (2015)
access Chilean tax return data, but are limited in that they only examine the
very top of the income and wealth distributions, reporting no information on any
segment of the population not in the top 10% of either distribution. Sanhueza
and Mayer (2011) characterize the evolution of top incomes as well, but rely on
survey data that is likely not nationally representative. To this end, our basic
analysis of the Household Financial Survey is a significant improvement on
the existing literature.

In terms of characterizing the American distributions of income and wealth,
there is a vast literature on this topic. Two recent and influential papers dealing
with it in considerable detail are Heathcote et al. (2010) and Saez and Zucman
(2014). We do not aim to contribute to this literature, but rather are interested
in the comparison between the United States and Chile, and seeing whether
or not any differences might potentially cast light on the causes of inequality
more broadly.

The second part of our paper attempts to draw inference on the nature and
drivers of inequality based upon the differences between the U.S. and Chile.
There is a large body of literature that has attempted to explain the observed
inequality in the wealth distribution of the U.S. For an overview, Cagetti and
de Nardi (2008) provide a comprehensive survey of the main empirical results
regarding wealth inequality and the most relevant explanations that have been
explored in the literature for this phenomenon.

One mechanism that has been evaluated as an explanation for inequality is
the existence of uninsurable earnings shocks. Quadrini and Rios-Rull (1997)
argue that models with just income risk are unlikely to provide good matches
for the observed wealth distribution, though Domeij and Heathcote (2004)
later managed to construct an earnings process for individuals that generates
a wealth distribution inside an Aiyagari-style model that closely resembles the
one in the U.S., where labor income uncertainty is still consistent with empirical
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estimates from microdata.” Cordoba (2008) shows that between the two financial
frictions of uninsurable risks and a borrowing constraint often found in such
models, the incomplete markets with respect to income are the key factor.

Entrepreneurship is another potential explanation for wealth inequality in the
U.S. Quadrini (2000) introduces entrepreneurial choice in an Aiyagari model,
where the opportunity to start a business may influence saving behavior and
entrepreneurship generates different returns than employment. He finds that
a calibrated version of his model can generate wealth concentration that is
largely consistent with the observed data. Cagetti and de Nardi (2006) assume
that the amount entrepreneurs can borrow is a function of their own wealth,
which acts as collateral. This allows them to obtain a somewhat better fit of
the upper tail of the wealth distribution.

Another strand of literature has analyzed the importance of introducing
bequests, both involuntary and voluntary, to explain the high saving rates of
the richest fractions of populations. Huggett (1996) formulates a benchmark
OLG model in which people save to insure against earning risks, both for
retirement and in case they outlive their life expectancy. In this setup, people
that die prematurely leave accidental bequests. While Huggett (1996) succeeds
in matching the Gini coefficient of the wealth distribution in the U.S., the
model generates too little wealth in the upper tail of the wealth distribution.
Voluntary bequests and human capital are then introduced by de Nardi (2004).
She finds that voluntary bequests can help explain the upper tail of the wealth
distribution.

The facts presented in this paper shed light over the plausibility of some
of these proposed mechanisms for inequality. As mentioned, while income
1s more unequal in Chile than in the U.S., wealth is more unequal in the
U.S. than in Chile. This may be due to higher earnings risk in Chile, or to
higher inequality within, for example, the college premium. However, our
results indicate that the college premium in the U.S. is higher than in Chile.
Moreover, it 1s hard to imagine that markets to insure against idiosyncratic
earnings risk are more incomplete in the U.S. than in Chile, given that Chile
is a developing economy and financial markets in general are less developed
than in the U.S.? Our results on the debt distributions in Chile and the U.S.
seem to corroborate this idea: debt is much more unequally distributed in
Chile than in the U.S., and in Chile those households who hold debt are the
relatively wealthy. These findings pose serious doubts about the validity of
earnings risks to explain inequality in the U.S., since the apparently higher
earnings risk in Chile should indicate higher wealth inequality in Chile, which
contradicts what we observe in the data.

2 In particular, they match estimates from the Panel Study of Income Dynamics (PSID), a widely-used data
source to estimate earnings processes.

8 Other alternative explanations for the high wealth inequality observed in the U.S., such as heterogeneity in
preferences and progressive taxation, can be ruled out by similar reasoning.
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Second, we also find evidence that the bequest motive is larger in Chile than in
the U.S., as the wealth of individuals over 65 years old is larger on average than
the wealth of any other age group, while in the U.S. the richest age group is the
55-64 age cohort. U.S. households, on average, spend down assets in retirement,
while Chilean households do not. This fact also casts doubts on the plausibility
of the bequest motive to explain the high wealth inequality present in the U.S.
These results lead us to conclude that entrepreneurship is probably the most
reasonable argument to explain wealth inequality in the U.S.*

This paper proceeds as follows. Section II reports the data sources used in the
analysis and briefly examines the aggregate distributions of income, assets,
debt, and wealth. Section III then considers each of these distributions by age,
gender, marital status, employment type, and educational attainment. Section
IV ties these results together to hypothesize about the causes of inequality in
Chile and the U.S. Section V concludes the paper.

Our primary data source is the Chilean 2007 Household Financial Survey
(EFH).” For comparison purposes with the United States, we also employ the
familiar Survey of Consumer Finances.

The aforesaid survey was developed and carried out for the first time in 2007.
The survey was again collected in 2008, 2009, 2011, and 2014, though the 2014
results are not available as of this writing. The 2007 EFH collects information
on 4,021 households. It is representative at the national level and surveying
was completed between November 2007 and January 2008 (we consider the
values reported to be expressed in December 2007 prices). The survey collects
basic information at the household level, including demographic characteristics,
educational attainment, and employment status. More importantly, the EFH
also collects extensive information on the household’s financial situation,
including income, assets, and liabilities.

The American SCF is a cross-sectional triennial survey developed for the first time
in 1983 that collects information on assets, liabilities, income, and demographic
characteristics of U.S. households. The 2007 survey collected information on
5001 households and was carried out between May 2007 and March 2008. We
consider values to be expressed in 2007 prices for our analysis (more than 90%
of all interviews were conducted before December 2007). We do not exploit more
recent versions of the EFH and SCF due to concerns over the financial crisis in the
U.S., and because other SCF years (2010, 2013) do not line up with EFH years.

4 Inthis respect, the group of self-employed households, which is the group to which entrepreneurs belong in the
U.S., in Chile is mostly constituted of informal workers. Therefore, comparability between this group of households
in Chile and the U.S. can be very misleading.

5 Translated from Spanish. In the original, Encuesta Financiera de Hogares. We abbreviate it as EFH throughout
the paper.
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Both surveys are cross-sectional surveys that provide detailed information on the
finances of households. In each country, these surveys provide unique information
that is not collected by any other available study. The SCF for the U.S. is widely
used for academic as well as policy work. The EFH, on the contrary, is a relatively
new data source that has not yet been extensively employed.®

The main variables of interest for this analysis are income, assets, liabilities,
and wealth. We provide detailed information on the precise data definitions of
each variable of interest as they are introduced. Distributions for each variable
are plotted as figures 1, 2, 3, 4. For all monetary figures, we use annual income
denominated in 2007 U.S. dollars. Values in the EFH have been transformed
into December 2007 dollars to achieve comparability with the U.S. data. In
addition, we follow Guner et al. (2014) to transform pre-tax income reported
in the SCF into after-tax income as it is reported in the EFH.

1. Income distribution

Table 1 shows a variety of statistics characterizing the annual income distributions
for Chile (upper panel) and the U.S. (lower panel). In the case of Chile, we use
the monthly after-tax income variable, which is directly reported on the EFH
survey, and transform it to annual terms by multiplying the reported value by 12.
The upper panel in table 1 shows that average annual after-tax income in Chile
is USD 15,375.” The average income level in the U.S. was USD 71,000.° Thus,
average income in the U.S. is around 4.5 times higher than in Chile.

The income distributions in Chile and United States differ in many respects.
The income Gini coefficient for Chile is 0.57 whereas for the United States it is
0.53. The coefficient reflects a somewhat more unequal distribution in Chile.
This finding is mirrored in other commonly used measures of inequality. The
top 1% to 40% ratio for Chile is 69 (61 in the U.S.), the mean to median ratio
for Chile is 1.78 while it is 1.62 for the U.S., and the location of the mean is the
76th percentile in Chile but the 72nd percentile in the U.S. All these statistics
consistently point toward Chile having a somewhat more unequal income
distribution than the United States.

6  Some exceptions are Madeira (2011) and Alfaro et al. (2010), among others.
7 This figure is obtained using a CLP/USS$ exchange rate of 485.92 reported as of December 31st, 2007.

8 To make reported income in the U.S. comparable to reported income in Chile, we transformed pre-tax U.S.
income to after-tax income using the methodology described in Guner et al. (2014).
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Table 1

Income distribution in Chile and the United States

Income quintiles

1st 2nd 3rd 4th 5th Total

Chile

Minimum 0.000 3.872 7.115 10.668 17.186 0.000
Maximum 3.848 7.084 10.668 17.184 1,258.522 1,258.522
Median 2.420 5.246 8.640 13.311 29.043 8.640
Mean 2.172 5.370 8.684 13.528 47.050 15.375
Std 1.237 0.910 1.069 1.853 63.351 32.674
United States

Minimum 0.677 20.002 34.860 54,748 87.657 0.677
Maximum 19.822 34.754 54,708 87.530 91,575.730 91,575.730
Median 12.283 27.159 44,028 68.504 122.472 44.028
Mean 12.416 27.192 44.273 69.671 201.542 71.199
Std 4.391 4.279 5.785 9.548 429.950 204.621

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands dollars of 2007.

Table 2

Asset distribution in Chile and the United States

Income quintiles

1st 2nd 3rd 4th 5th Total

Chile

Minimum 0.0 0.0 0.0 0.0 0.0 0.0
Maximum 1,206 2,091 1,206 1,524 3,486 3,486
Median 18 16 22 30 68 24
Mean 33 29 34 43 145 57
Std 56 65 60 75 254 135
United States

Minimum 0.0 0.0 0.0 0.7 0.1 0.0
Maximum 6,477 14,209 40,120 20,568 1,411,730 1,411,730
Median 14 80 184 337 791 213
Mean 89 171 277 507 2,184 654
Std 179 346 641 674 7,240 3,39

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollar of 2007.
2. Asset distribution

The aggregate statistics for the asset distribution are displayed in table 2,
calculated by income quintiles and on aggregate. The average asset level in
the U.S. is around 11 times larger than in Chile. Assets are more equally
distributed in Chile: the Gini coefficient for the U.S. is 0.76 while in Chile it is
0.70. Other inequality measures, such as the coefficient of variation, top 1% to
bottom 40% ratio, location of the mean (percentile) and mean to median ratio,
all consistently point towards the same pattern of relative inequality.
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Unsurprisingly, income is strongly correlated with assets, and the extra
inequality in the U.S. relative to Chile is driven entirely through the uppermost
income percentiles. Moving from the 4th to the 5th income quintile in Chile
increases the standard deviation of assets by a factor of approximately 3, but
by a factor of more than 10 in the United States.

3. Debt distribution

Table 3 portrays the aggregate debt distribution for both countries and also
by income quintile. The mean debt level of the U.S. is around 16 times higher
than in Chile, and the median is 91 times higher in the U.S. While Chileans in
the lowest two quintiles hold a lot of debt for their income relative to the U.S.,
and Chileans in the third and fourth hold little, the difference in the aggregate
populations again comes from the top quintile, as top quintile earners dominate
debt holdings.

Debt is remarkably unequally distributed in Chile, much more so than in the
U.S. The Gini coefficient of the debt distribution in Chile is 0.85, compared
to 0.70 in the U.S. All other measures of dispersion we compute point in the
same direction. The mean is located in the 78th percentile in Chile, which is an
indication of a distribution very skewed to the right. In the U.S. the distribution
is less skewed, with the mean located in the 68th percentile. The significantly
lower average debt holdings relative to income in Chile are consistent with
the idea of less complete financial markets in Chile, such as reduced ability to
borrow against future income.

Table 3
Chile
Minimum 0.000 0.000 0.000 0.000 0.000 0.000
Maximum 232677 78.001 246.723 243.980 407.660 407.660
Median 0.002 0.151 0.383 0.726 2319 0.303
Mean 1.429 1.586 3.508 5.324 17.069 5.782
std 6.093 5.082 10.319 11.246 31.648 17.119

United States

Minimum 0.000 0.000 0.000 0.000 0.000 0.000
Maximum 934.200 1,037.000 960.000 1,200.000 59,150.000 59,150.000
Median 0.035 6.300 35.900 101.000 173.400 27.500
Mean 13.301 29.603 67.529 126.164 234.977 94.985
Std 37.607 59.778 85.663 135.631 316.572 181.929

Source: Encuesta Financiera de Hogares and Survey of Consumer Finance. Values in thousands of dollars of 2007.

163



BANCO CENTRAL DE CHILE

4. Wealth distribution

Table 4 shows the general statistics of both wealth distributions. With wealth
being the sum of assets net of debt, the wealth distribution can almost be inferred
from the prior discussion. Mean wealth in the U.S. is 11 times higher than in
Chile, but the median is only six times higher in the U.S.

Wealth is very unequally distributed in both countries but, in contrast to the
debt distribution, it is more unequally distributed in the U.S. than in Chile.
The Gini coefficient of the wealth distribution in Chile is 0.74, while the Gini
coefficient of the U.S. wealth distribution is 0.82. Since assets are much larger
than debt, wealth largely reflects assets. All other measures of dispersion
show a similar pattern, and the mean is located in the 77th percentile of the
distribution in Chile and in the 82nd percentile in the U.S., indicating the
additional right-skewness in the U.S. distribution.

The means of the extreme income quintiles are the ones that differ the most
among the U.S. and Chile: the mean of the fifth income quintile is 15.3 times
higher in the U.S. than in Chile. Notably, the median of the first income quintile
actually indicates higher wealth in Chile, reflecting the much greater holding
of debt in the U.S.

Given that asset and debt holdings are dominated by the high-income, so is
wealth. But why the additional inequality in the U.S. over Chile? We first
examine some breakdowns of inequality by a variety of subgroups, and then
move to tackle this question in the subsequent section.

Table 4

Chile

Minimum -158.964 -37.059 -198.319 -214.906 -211.219 -214.906
Maximum 1,206.083 2,087.187 1,206.083 1,511.174 3,486.144 3,486.144
Median 16.135 13.086 19.120 23.597 51.430 20.169
Mean 31369 27.373 30302 37.598 127.519 50.786
Std 55.564 65.431 58.661 74.530 250.304 131.450

United States

Minimum -162.720 -473.700 -238.900 -84.380 -251.650 -473.700
Maximum 6,006.500 14,209.370 40,119.500 20,368.000 1,411,730.000 1,411,730.000
Median 8.100 39.550 87.950 200.900 594.930 121.000
Mean 76.004 141.222 209.805 380.884 1,948.790 558.791
Std 166.765 341.236 628.564 662.267 7,171.825 3,348.326

Source: Encuesta Financiera de Hogares and Survey of Consumer Finance. Values in thousands of dollars of 2007.
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We now analyze the distributions of income, assets, debt, and wealth in the
context of several demographic characteristics: age, marital status, gender
of household head, employment status, and educational attainment. These
results provide further insight into the full nature of Chilean inequality, but
also will connect with our discussion on the causes and nature of inequality in
the next section.

1.Age

We first focus on looking at differences in the populations by age. In general,
Chile sees more within-age-group inequality relative to the population as a
whole compared to the U.S. That is, age is less informative of financial status
—there is more noise in each age group— in Chile than in the U.S.

Table 5 reports the income distribution for Chile and the U.S. by age group of
the head of household. We see immediately that in Chile most households in the
lowest income quintile are 65 years or older (37%), while only 10% are younger
than 35, i.e. the ranks of the low income are dominated by older households. In
the U.S. it is still the case that a large fraction of individuals aged 65 or older
belong to the lowest income quintile (36%), but 25% of households that are
younger than 35 belong to this quintile too. Low-income households in Chile
are relatively older.

In the case of the highest income quintile, in Chile 29% of such households heads
are between 45 and 54 years old. Only 14% belong to the youngest group (less
than 35 years old) and 13% belong to the oldest group (more than 65 years old).
Middle-aged households dominate the highest income group in Chile. The U.S.
is similar: 31% of households in the highest income quintile are between 45
and 54 years old, 12% of households are below 35 years old, and 12% are over
65. These highest incomes are consistent with the normal life-cycle pattern of
earnings.

The oldest age group presents very similar patterns in both countries in terms
of composition. A large fraction of this group belongs to the first income quintile:
33% in both countries, and 12% belong to the last income quintile, again in both
countries. Conversely, younger Chilean households are relatively high earners,
with almost twice as many (20% to 11%) in the top quintile.

When analyzing the asset distribution by age, as displayed in table 6, we see
that the asset distribution for households between 35 and 44 years old is more
unequal in Chile than in the U.S., unlike all other age groups. The average asset
level in the U.S. for individuals up to 44 years old is eight times higher than for
Chilean households, and this ratio increases to 14 for households between 45
and 64 years old. Within each age bracket, we also —unsurprisingly— observe
a higher asset level as income increases. Assets held by the youngest Chilean
households in the fifth income quintile are seven times larger than the youngest
households in the first income quintile.
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Table 5

Income distribution by age bracket

Chile United States
Income quintiles Income quintiles
Age of household head 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
34 and under
% of households per Income group 10 14 15 15 14 13 25 27 25 19 12 22
% of households per category 14 21 22 23 20 100 23 25 23 18 " 100
Median 2.904 5.325 8.546 13311 25412 9.681 11.762  28.046  43.757 68.261 108453  35.896
Mean 2.627 5.504 8.715  13.677 38998  14.463 11.849  27.621 43965 69.291 136.283  47.165
Std 1.144 0.904 1.093 1.772 58470  29.284 4.622 4325 5.619 9.532  90.108 47.616
Gini 0.49 0.42
Coef. Variation 2.02 1.01
Top 1% to bottom 40% ratio 46 20
Location of mean (percentile) n 64
Mean to median ratio 1.49 131
35-44
% of households per Income group 13 23 23 21 22 21 14 15 21 25 23 20
% of households per category 12 23 23 21 21 100 14 16 21 25 24 100
Median 2.904 5.365 8.728 13311 31.100 9.354  13.170  28.046  44.195 70.335 116.564  53.116
Mean 2.761 5.417 8.691 13.368  47.629  16.544 12928 27983 44390 70.915 168.724  72.879
Std 1.007 0.911 1.075 1.851 61900  33.148 4.316 4.072 5.861 9.471 273220 143.164
Gini 0.54 0.45
Coef. Variation 2.00 1.96
Top 1% to bottom 40% ratio 55 36
Location of mean (percentile) 77 66
Mean to median ratio 1.77 1.37
45-54
% of households per Income group 18 24 30 27 29 26 13 14 20 26 31 21
% of households per category 13 19 24 21 23 100 13 13 19 24 30 100
Median 12.202 12425 12706 13.109  14.429 12807  12.691  27.631 46339 68.261 126.886  58.279
Mean 12190 12441 12718 13.128  16.055  13.448 12338 27.543  46.066  69.543 206.025  92.967
Std 12.104  12.076  12.093  12.152  17.528 15.019 4.906 4314 5.578 9.815 401.199 232.388
Gini 0.56 0.52
Coef. Variation 2.09 2.50
Top 1% to bottom 40% ratio 63 54
Location of mean (percentile) 77 73
Mean to median ratio 1.79 1.60
55-64
% of households per Income group 23 15 16 16 22 18 12 16 16 17 23 17
% of households per category 24 17 18 17 24 100 14 20 19 20 28 100
Median 12.202 12424 12715 13.150 14.763 12.715 11.762  26.271 42.962  67.852 130.476  50.385
Mean 12167 12435 12721 13.134 16374 13478 12.060 26410 43.630 69.715 229.243  91.228
Std 12.109  12.070  12.085 12.166  17.933 15328 3.878 4.280 5.537 9.399 515479  281.409
Gini 0.63 0.57
Coef. Variation 2.25 3.08
Top 1% to bottom 40% ratio 97 74
Location of mean (percentile) 77 74
Mean to median ratio 2.07 1.81
Over 65
% of households per Income group 37 25 16 20 13 22 36 28 17 13 12 21
% of households per category 33 23 14 18 12 100 33 27 16 12 12 100
Median 2.170 5.421 8.664  13.251  26.276 6.293 12451  26.271 42894  66.982 132957  28.046
Mean 1.904 5.418 8.791 13.500  41.825 10.568  12.758  26.633  43.066  68.067 263.425  57.095
Std 1.168 0.929 0.980 1.832  46.695  20.276 4.159 4.188 5.925 9.110 679.542 243.282
Gini 0.56 0.59
Coef. Variation 1.92 4.26
Top 1% to bottom 40% ratio 69 95
Location of mean (percentile) 69 77
Mean to median ratio 1.68 2.04

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Table 6

Asset distribution by age

Chile United States
Income quintiles Income quintiles
Age of household head 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
34 and under
% of households per Income group 10 14 15 15 14 13 25 27 25 19 12 22
% of households per category 14 21 22 23 20 100 23 25 23 18 " 100
Median 0.202 0.403 3.227 8.067  31.261 6.051 5.230  15.000 81.860 233.900 412.600  35.100
Mean 8.924 7.404 17.933 19932 59.574 23354 25.042 47314 132.474  318.502 769.089 190.180
Std 12.764 12300  29.361  24.967 149.077 72352 71.198  86.132 169.671 613.278  1,536.347 624.584
Gini 0.73 0.75
Coef. Variation 3.10 3.28
Top 1% to bottom 40% ratio 5518 641
Location of mean (percentile) Al 70
Mean to median ratio 3.86 5.42
35-44
% of households per Income group 13 23 23 21 22 21 14 15 21 25 23 20
% of households per category 12 23 23 21 21 100 14 16 21 25 24 100
Median 10.084  16.135 20.169  24.202  65.548  20.189 4800 31.640 163.600 295.070 625.600 207.720
Mean 15.760  21.740  40.191 32.288 140.942 52990 32.516 74324 196.214 385.993  1,264.913 453.994
Std 20.108  33.721 77.475 48.281 293.344 151.031 93.003 103.293 263.104 366.302  4,036.982 2,029.288
Gini 0.73 0.70
Coef. Variation 2.85 447
Top 1% to bottom 40% ratio 391 320
Location of mean (percentile) 77 75
Mean to median ratio 2.62 2.19
45-54
% of households per Income group 18 24 30 27 29 26 13 14 20 26 31 21
% of households per category 13 19 24 21 23 100 13 13 19 24 30 100
Median 12101 12101 24.202  28.236  73.615  24.202 9.000 115.100 188.300 365.350 754.500 295.800
Mean 16.979  22.021 32706 39.314 140.254 54.645 87.232 152413 264.556 479.918  1,956.152 792.298
Std 19.916  36.056 69.896  49.860 245.681 134.293 275.686 173.649  365.084 504.093  5,850.780 3,328.086
Gini 0.70 0.72
Coef. Variation 2.46 4.20
Top 1% to bottom 40% ratio 268 291
Location of mean (percentile) 76 80
Mean to median ratio 2.26 2.68
55-64
% of households per Income group 23 15 16 16 22 18 12 16 16 17 23 17
% of households per category 24 17 18 17 24 100 14 20 19 20 28 100
Median 31.261  20.169  26.219 33.682 81.481 34.287 40.000 123.080  275.650 401.000 1,057.400 346.630
Mean 50.610 42723  33.081 53.750 162.220 73.219 122.453 191.107  414.831 603.884  2,862.597 1,042.952
Std 72901 113.211 37515  65.207 227.029 138.585 207.539 280.494  850.158 867.187  8,232.607 4,502.238
Gini 0.66 0.75
Coef. Variation 1.89 432
Top 1% to bottom 40% ratio 119 314
Location of mean (percentile) 71 83
Mean to median ratio 2.14 3.01
Over 65
% of households per Income group 37 25 16 20 13 22 36 28 17 13 12 21
% of households per category 33 23 14 18 12 100 33 27 16 12 12 100
Median 30.253  26.219 31.261 37.110 106.894 31.261 89.500 230.450  331.700 706.400 1,596.100 251.000
Mean 41356 45.782  42.008 68.126 218.592  68.509 146.683 339.080  477.466 941312 4,592.829 867.585
Std 65.113  79.181  47.047 130.247 299.987 141.873 179.285 553.471 1,159.034 953.409 13,282.5504,783.226
Gini 0.64 0.76
Coef. Variation 2.07 5.51
Top 1% to bottom 40% ratio 103 341
Location of mean (percentile) 77 83
Mean to median ratio 2.19 3.46

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Table 7

Debt distribution by age

Chile United States
Income quintiles Income quintiles
Age of household head 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
34 and under
% of households per Income group 10 14 15 15 14 13 25 27 25 19 12 22
% of households per category 14 21 22 23 20 100 23 25 23 18 " 100
Median 0.111 0.403 0.524 2.138 4.034 0.605 0.500 9.400  36.300 139.990 230.000  20.200
Mean 1.231 3.442 3.486 6.577  18.185 6.848 12968  28.837 77.726 155.058 252.473  83.759
Std 395 11.239 7.920 11.235 30.823 17285 31.872 54752  95.690 163.265 223.017 138.921
Gini 0.82 0.71
Coef. Variation 2.52 1.66
Top 1% to bottom 40% ratio 3533 47
Location of mean (percentile) 78 69
Mean to median ratio 11.32 4.15
35-44
% of households per Income group 13 23 23 21 22 21 14 15 21 25 23 20
% of households per category 12 23 23 21 21 100 14 16 21 25 24 100
Median 0.061 0.262 0.605 3.630 5.723 0.740 0.700 9.000  65.300 130.100 220.100  75.800
Mean 3.865 1.354 5.266 8.371 23.953 8.843  20.142 32402 83.869 147.769 261.221 124.687
Std 13.449 2.801 15.400  12.463 38497 22.262 66.804 52.697 90.092 124321 286.972 184.153
Gini 0.82 0.61
Coef. Variation 2.52 1.48
Top 1% to bottom 40% ratio 3018 153
Location of mean (percentile) 78 62
Mean to median ratio 11.95 1.64
45-54
% of households per Income group 18 24 30 27 29 26 13 14 20 26 31 21
% of households per category 13 19 24 21 23 100 13 13 19 24 30 100
Median 0.121 0.202 0.750 0.910 4.192 0.504 1.700  19.500  45.000 105.100 169.000  73.860
Mean 1.156 1.982 4.440 5438  18.534 6.981 19.396  50.715  67.157 131.617 238.898 126.710
Std 3.664 4253 10.706  12.893 32.166  18.615 39.101 66.314  72.761 139.652 300.753 201.684
Gini 0.83 0.62
Coef. Variation 2.67 1.59
Top 1% to bottom 40% ratio 3295 126
Location of mean (percentile) 79 66
Mean to median ratio 13.85 1.72
55-64
% of households per Income group 23 15 16 16 22 18 12 16 16 17 23 17
% of households per category 24 17 18 17 24 100 14 20 19 20 28 100
Median 0.061 0.030 0.121 0.645 2.168 0.202 1.500  11.000 28910 68.000 162.500  31.500
Mean 1.941 1.255 1.874 5386  14.910 5492  14.025 34503 57.249 105.463 232.051 104.594
Std 5.215 3.054 4.531 11.602  28.027 15849 25981 84.629 79.871 116.276 355.944 217.504
Gini 0.86 0.71
Coef. Variation 2.89 2.08
Top 1% to bottom 40% ratio 70142 455
Location of mean (percentile) 81 70
Mean to median ratio 27.23 332
Over 65
% of households per Income group 37 25 16 20 13 22 36 28 17 13 12 21
% of households per category 33 23 14 18 12 100 33 27 16 12 12 100
Median 0.000 0.020 0.016 0.020 0.070 0.000 0.000 0.000 1.800 4.190  30.000 0.000
Mean 0.464 0.605 0.773 0.948 4.700 1.134 8.328 15.637 42444 58839 164.129  40.125
Std 2.768 1.273 2.789 2309  16.936 6.400 25248  40.789  76.508  94.203 389.653 150.723
Gini 0.90 0.86
Coef. Variation 5.64 3.76
Top 1% to bottom 40% ratio - -
Location of mean (percentile) 84 80

Mean to median ratio

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Comparing the debt distributions by age (table 7), we observe that in the U.S.,
debt is more equally distributed within each age group than as a whole, except
in the last age group (over 65 years old). In the case of Chile, debt is less equally
distributed within each age group. On average, households less than 35 years
old have 12 times more debt in the U.S. than in Chile. This number increases
for each age group, and households over 65 years old in the U.S. have 35 times,
on average, more debt than in Chile.

The households that hold on average the largest levels of debt, both in the
U.S. and in Chile, are households between the ages of 35 and 44. Peculiarly,
households in this age group in Chile, in the first quintile of income, are more
indebted on average than households in the second quintile. This is also the

case for households older than 55 years old, while senior households (65+) are
less indebted in both Chile and the U.S.

Considering wealth by age (table 8), wealth is very unequally distributed in
the first age group, both in the U.S. and in Chile: the Gini coefficients are 0.9
in both cases. For the rest of the age groups, in the U.S. the distributions are
more equal than the whole population, while in Chile they are as unequally
distributed as the whole population. It is worth noting that for households whose
head is 65 years old or more, the Gini coefficient in Chile is 0.64, considerably
lower than the Gini of the overall population. On the contrary, in the U.S. the
Gini is 0.78, which is in line with the U.S. population’s Gini coefficient.

On average, households 34 years old and less have 6.4 times more wealth in the
U.S. than in Chile. This figure increases as the age of the household increases:

households that are 65 years old and more hold, on average, 12.3 times more
wealth in the U.S. than in Chile.

Finally, while in Chile, households in the 55-64 age group and the 65+ age
group hold almost exactly the same average wealth, in the U.S. the 55-64
households hold about 12% more wealth than senior households. This may be
an indication that the bequest motive is stronger in Chile than in the U.S., to
which we will return later.

2. Marital status

Our second dimension of interest is marital status. Unsurprisingly, married
households are much better off financially, though more so in the U.S. than
in Chile. Marital status does not make much difference in terms of inequality
measures for the U.S., though in Chile married households display somewhat
less inequality.

The income distribution of each country by marital status is presented in
table 9. We observe a higher average income for married households for both the
Chilean and the U.S. economy. Married Chilean households report an average
annual income of USD 18,079, much lower than married households in the
U.S., whose average annual income is USD 95,101. The income drop for singles
is stronger in the U.S., with single households earning 61% less, compared to
41% in Chile, relative to married household heads.
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Table 8

Wealth distribution by age

Chile United States
Income quintiles Income quintiles
Age of household head 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
34 and under
% of households per Income group 10 14 15 15 14 13 25 27 25 19 12 22
% of households per category 14 21 22 23 20 100 23 25 23 18 " 100
Median 0.202 0.000 2.703 2420  13.992 2.158 2.000 6.700  16.260  63.970 214.400  11.750
Mean 7.693 3.961 14.447 13355 41389 16,505 12.074 18478 54.747 163.445 516.616 106.421
Std 12.860 11759  28.760  22.097 144.177 68.694  61.107 58.265 116.505 587.072 1,505.484 583.848
Gini 0.90 0.90
Coef. Variation 4.16 5.40
Top 1% to bottom 40% ratio -115 -591
Location of mean (percentile) 70 80
Mean to median ratio 7.65 9.09
35-44
% of households per Income group 13 23 23 21 22 21 14 15 21 25 23 20
% of households per category 12 23 23 21 21 100 14 16 21 25 24 100
Median 10.084 13977 11.889 16.135 42511 15.721 2.501 14.750 54300 143.060 411.000  88.650
Mean 11.895 20387  34.925 23917 116.989 44147 12374  41.921 112345 238.223 1,003.692 329.307
Std 19.664 33720  71.271 45120 283.499 143.658 35.658  73.236 224.823 319.334 3,980.983 1,981.481
Gini 0.78 0.78
Coef. Variation 3.25 6.02
Top 1% to bottom 40% ratio 12751 1225
Location of mean (percentile) 79 79
Mean to median ratio 2.81 3.72
45-54
% of households per Income group 18 24 30 27 29 26 13 14 20 26 31 21
% of households per category 13 19 24 21 23 100 13 13 19 24 30 100
Median 10.084 9.076 21521  20.442  53.999  19.985 5.000 57.600 106.660 234.240 578.730 185.500
Mean 15.822  20.039 28.266 33.876 121.721 47.664 67.836 101.699 197.399 348.301 1,717.254 665.587
Std 19.704 35968 70.688  49.626 242.636 130.941 249.705 147.056 349.085 436.974 5,756.855 3,257.240
Gini 0.76 0.78
Coef. Variation 2.75 4.89
Top 1% to bottom 40% ratio 4226 593
Location of mean (percentile) 76 82
Mean to median ratio 239 3.59
55-64
% of households per Income group 23 15 16 16 22 18 12 16 16 17 23 17
% of households per category 24 17 18 17 24 100 14 20 19 20 28 100
Median 24200 18.282  25.856  30.253  66.758  29.648 35500 88.300 210.200 313.800 863.430 254.150
Mean 48.669 41467 31.207 48363 147.310 67.727 108.428 156.604 357.632 498.4212,630.546 938.358
Std 73.074 113.307  36.454  63.111 222.562 134.815 195.838 258.464 813.905 865.630 8,126.509 4,426.996
Gini 0.69 0.78
Coef. Variation 1.99 4.72
Top 1% to bottom 40% ratio 161 519
Location of mean (percentile) 76 83
Mean to median ratio 2.28 3.69
Over 65
% of households per Income group 37 25 16 20 13 22 36 28 17 13 12 21
% of households per category 33 23 14 18 12 100 33 27 16 12 12 100
Median 30.061  26.189  31.261  34.387 104.534 31.261 81.690 219.550 262.900 660.300 1,427.400 220.800
Mean 40.892 45178 41236  67.177 213.892 67.375 138355 323.443 435.021 882.473 4,428.700 827.460
Std 63.242  79.269  46.917 130.345 299.958 141.093 174.045 554.026 1,159.894 959.921 13,219.550 4,749.559
Gini 0.65 0.78
Coef. Variation 2.09 5.74
Top 1% to bottom 40% ratio 108 434
Location of mean (percentile) 77 83
Mean to median ratio 2.16 3.75

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Table 9

Married

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Single

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Source: Survey of Consumer Finance 2007

43 63 69 66 74 63 23 44 60 79 87 59
13 21 22 21 23 100 8 15 20 26 30 100
2.666 5.246 8.640 13311 30.808 9.681 1439 27.764 44924 69.590 124.146 61.744
2328 5.399 8.684 13.591 50.931 18.079 14195 27.735 44778 70.341 206.557  95.101
1.246 0.904 1.073 1.849 70323 38737 3.950 4.342 5.876 9.504 431.851 248.187
0.57 0.50
2.14 261
68 50
78 74
1.87 1.54
57 37 31 34 26 37 77 56 40 21 13 41
30 21 17 18 14 100 37 28 19 10 6 100
2.251 5.240 8.640  13.069  25.654 6.922 11.762 27.027 43329 65.874 114539  26.271
2.052 5322 8.683  13.407 36.018 10.740 11.875 26.761 43.519 67.184 165.606  37.003
1.217 0.917 1.061 1.855  34.637 17.072 4377 4.179 5.563 9.303 414.510 107.996
0.53 0.46
1.59 2.92
50 32
68 68
1.55 1.41

for the U.S. and Encuesta Financiera de Hogares for Chile.

In both countries, the majority of households are married: in Chile 63% of
households are married, as are 59% in the U.S. Given that singles earn less, it is
unsurprising that marriage predicts income quintile: 57% of Chilean households
in the first income quintile are single, and considerably higher in the U.S. at
77%. Conversely, households in the highest income quintile are mainly married:
74% in Chile and 87% in the U.S. All the dispersion measures are higher for
the Chilean economy and larger for single households.

Table 10 breaks down asset holdings by marital status. Married households in
Chile hold about USD 63,271 in assets, while the figure is 14 times larger in the
U.S., at USD 893,744. Asset holdings for singles in Chile are lower than for the
married group, just as in the U.S., consistent with the general married-single
dynamics. Single households in Chile hold on average about USD 45,000, and
about seven times more in the U.S. at roughly USD 311,000. As income increases
the asset level also increases for both married and single households. Chilean
households in the fifth income quintile hold about four times more assets than
households in the first income quintile, compared to a ratio of 22 in the U.S.
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Table 10

Married

% of households per Income group 43 63 69 66 74 63 23 44 60 79 87 59
% of households per category 13 21 22 21 23 100 8 15 20 26 30 100
Median 20.169 14118  20.572 29446 72204  26.219  27.000  84.400 187.200 318.200 778.800 304.000
Mean 41206 27.199 30969 41382 157.192  63.271 103.467 171.311 285.756 486.504 2,227.407 893.744
Std 62.280  63.174  56.820  71.009 277.581 154.435 179.967 430.098 772.713 641.524 7,491.945 4,242.612
Gini 0.70 0.74
Coef. Variation 2.44 4.75
Top 1% to bottom 40% ratio 246 291
Location of mean (percentile) 78 82
Mean to median ratio 2.41 2.94
Single

% of households per Income group 57 37 31 34 26 37 77 56 40 21 13 41
% of households per category 30 21 17 18 14 100 37 28 19 10 6 100
Median 16.135 18.152  24.202  30.253 54.455  24.202 11.500  77.850 174.350 404.860 900.600  97.000
Mean 26366  31.924  40.157 45906 108.761  45.080  84.997 170.439 264.753 583.410 1,893.764 311.273
Std 50.204 68475 67.056  81.822 166.275 91316 177.957 260.650 364.765 780.465 5,262.423 1,451.790
Gini 0.67 0.75
Coef. Variation 2.03 4.66
Top 1% to bottom 40% ratio 207 792
Location of mean (percentile) 74 76
Mean to median ratio 1.86 3.21

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.

Asset inequality in Chile is higher for married households, while in the U.S. it
1s marginally higher for single households. Numerically, the Gini coefficient for
married households in Chile 1s 0.7 (0.74 in the U.S.), while it is 0.67 for single
households (0.75 in the U.S.).

Moving to debt, table 11 shows that, in the U.S., debt is more equally distributed
for married households than for single households. In Chile, debt is very
unequally distributed in both groups. There are large differences in mean debt
levels held by different income quintiles of married and single households, both
in Chile and in the U.S. Married households hold more debt on average than
single households: in Chile, married households hold about 2 times more debt
than single households, while in the U.S. they hold 3 times more debt. Married
households in the first quintile of income in Chile are very indebted: they hold
more debt, on average, than married households in the second quintile.

Finally, table 12 shows the wealth distribution by marital status of the head of
household. There are some remarkable similarities between the U.S. and Chilean
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wealth distributions by marital status. In the U.S., the Gini coefficient for both
married and single households is 0.80. Nevertheless, the distribution seems to be
more skewed to the right for married households, as the mean is located in the
84" percentile for marrieds, while it is located in the 78th percentile in the case
of single households. In Chile, we see more inequality among married households,
who have a Gini coefficient of 0.75 versus 0.7 for singles. However, the right-skew
for married households remains, with the location of the mean being in the 78"
percentile, while it is in the 74™ percentile for singles.

Another similarity between the U.S. in Chile is that married households hold, on
average, more wealth than single households, just as per assets: in the U.S. they
hold 2.9 times more wealth than single households, and in Chile this number is
1.4. The differences in wealth levels between the countries are more noticeable in
the case of married households, as married U.S. households hold 13.6 times more
wealth, on average, than married Chilean households. For single households this
difference falls to 6.4 times more wealth in the U.S. than in Chile.

Table 11

Married

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Single

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Source: Survey of Consumer Finance 2007

43 63 69 66 74 63 23 44 60 79 87 59
13 21 22 21 23 100 8 15 20 26 30 100
0.054 0.236 0.524 1.065 3.771 0.504 0.500 6.000  39.750 105.100 189.000  70.000
2.163 1.687 3.436 5.740  19.160 7.070  19.702  35.791  70.249 130.004 245.402 129.773
8.385 5.829 8.297  11.621  33.641 19.263  46.041 74359  88.180 139.637 322.174 214.819
0.84 0.64

2.72 1.66

6,067 204

79 65

14.02 1.85

57 37 31 34 26 37 77 56 40 21 13 41
30 21 17 18 14 100 37 28 19 10 6 100
0.000 0.061 0.121 0.305 0.905 0.101 0.005 6.800  33.150  77.480  90.000 6.300
0.868 1.416 3.669 4516 11.127 3.575 11.354 24690 63.465 111.892 165.705 45332
3.319 3473 13.802 10434 24166 12315 34413 44363 81.624 118571 266.435 101.406
0.88 0.78

3.45 2.24

12,074

84 74

35.45 7.20

for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Table 12

Wealth distribution by marital status

Chile United States

Income quintiles Income quintiles
Marital status of household head 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Married
% of households per Income group 43 63 69 66 74 63 23 44 60 79 87 59
% of households per category 13 21 22 21 23 100 8 15 20 26 30 100
Median 19.316  12.424 18172 22.286  55.060 21.601 16.300 37.600 88.280 183.470 576.600 180.700
Mean 39.043  25.512 27.533 35643 138.032 56.201  83.765 135.520 215.507 356.500 1,982.006 763.971
Std 62.737  63.385 57.155  70.943 273.335 150.550 162.210 422.591 758.248 624.509 7,421.790 4,187.726
Gini 0.71 0.83
Coef. Variation 268 5.48
Top 1% to bottom 40% ratio 839 766
Location of mean (percentile) 78 84
Mean to median ratio 2.60 4.23
Single
% of households per Income group 57 37 31 34 26 37 77 56 40 21 13 4
% of households per category 30 21 17 18 14 100 37 28 19 10 6 100
Median 16.135 13553 21.782  26.219  39.355  20.068 7.060 39.620 86.600 258.670 696.400  52.280
Mean 25498 30.508 36.483 41391 97.634 41.506 73.643 145749 201.289 471.518 1,728.060 265.941
Std 48.568 68.627 61.442 80.901 164.821 88.947 168.089 259.085 355.742 780.7015,212.067 1,427.414
Gini 0.71 0.80
Coef. Variation 2.14 5.37
Top 1% to bottom 40% ratio 453 12,467
Location of mean (percentile) 74 78
Mean to median ratio 2.07 5.09

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.

3. Gender

We now consider households by the self-reported gender of the head of household.
Table 13 gives details on income by gender and shows that in Chile, 65% of
household heads are male, compared to 72% in the U.S. Lower-income household
heads in both countries are more likely to be women. Households in the first
income quintile in Chile are evenly distributed between male and female heads,
while in the U.S. we observe even fewer male households in the lowest income
quintile (43%). As income rises, the fraction of male households increases,
reaching 72% in Chile and 93% in the U.S. in the highest income quintile.

In both countries, average income for female households is lower compared to
male. The gender gap is larger in the U.S., where male households earn 165%
more. In Chile the average gender income gap is much smaller at 49%. In both
countries this income differential is being driven by households in the fifth
quintile, with minimal differences in the first four quintiles between genders.
Turning to assets, Chilean female households hold on average about USD 50,000
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in assets while male households own about 20% more. In the U.S., males also
save more than female households, but the ratio is more dramatic. Females
have assets of USD 270,000 on average, while males have close to three times
more with approximately USD 800,000. The gender pattern of inequality is
quite similar between Chile and the U.S. American male households exhibit
marginally more asset inequality (Gini: 0.75) than female ones (Gini: 0.73), and
similarly for Chile, 0.70 for male households versus 0.69 for female.

Looking at the gradient in assets with respect to income, average assets for
female Chilean households increase from USD 26,000 in the first income quintile
to USD 140,000 (increasing by a factor of 5.4) for the highest income group
(table 14). The increase for male households is less dramatic in percentages,
moving from USD 40,000 in the first quintile to USD 146,000 for the fifth
quintile (increasing by a factor of 3.65). However, in the U.S., this dynamic is
reversed and more pronounced: male households see larger increases in assets
with income, increasing by a factor of 13.3 from lowest to highest income quintile
(USD 60k to USD 800k), while female households, moving from average assets
of USD 93,833 to USD 269,727, slightly less than tripling.

Table 13

Female

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Male

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

50 35 32 30 28 35 57 38 24 13 7 28
28 21 18 17 16 100 40 28 17 9 5 100
2.360 5325 8.778 13311  26.808 7.261  11.762 26271 43.239  66.715 107.218  23.597
2.116 5.378 8.784 13458 38.102 11.645 12192 26412 43410 67.591 137.508  32.451
1.201 0.945 1.134 1.872 32390 17.701 4.199 4.193 5.505 9361 169.198  46.184
0.54 0.42
1.52 1.42
49 21
71 66
1.60 1.38
50 65 68 70 72 65 43 62 76 87 93 72
15 21 21 22 22 100 12 17 21 24 26 100
2.662 5.204 8.582  13.311  29.527 9.411 12,691  27.764 44619 69.140 124.671 54.708
2228 5.366 8637 13.558 50.451 17369 12.713  27.668 44.549  69.979 205.782  85.951
1.270 0.890 1.035 1.844  71.402  38.201 4.618 4.262 5.846 9.539 441.494 237.086
0.57 0.51
2.20 2.76
Al 54
78 73
1.85 1.57

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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Table 14

Female

% of households per Income group 50 35 32 30 28 35 57 38 24 13 7 28
% of households per category 28 21 18 17 16 100 40 28 17 9 5 100
Median 16.135  20.169 21177 30.253  62.119 24202  11.060  84.000 187.800 439.300 934.500  94.140
Mean 26.007 32749 32312 48273 139.622 50337 93.833 174773 257.092 599.156 1,633.465 269.727
Std 50.436  70.247  47.823 82489 255.134 123.119 191.787 270.590 379.896 845.838 3,879.454 1,005.496
Gini 0.69 0.73
Coef. Variation 2.45 3.73
Top 1% to bottom 40% ratio 263 776
Location of mean (percentile) 75 73
Mean to median ratio 2.08 2.87
Male

% of households per Income group 50 65 68 70 72 65 43 62 76 87 93 72
% of households per category 15 21 21 22 22 100 12 17 21 24 26 100
Median 20.169 14118 22185 28236 70.590  26.219 16.300  78.630 181.600 328.600 787.900 270.500
Mean 39.668  26.897  34.506  40.641 146.476  59.899  83.313 168.422 283.809 493.453 2,224.475 800.393
Std 60.796  62.248 65306  71.290 253.894 140.753 159.276 384.753 704.454 644336 7,427.089 3,933.736
Gini 0.70 0.75
Coef. Variation 2.35 4.91
Top 1% to bottom 40% ratio 233 368
Location of mean (percentile) 76 81
Mean to median ratio 2.28 2.96

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.

Table 15 breaks down debt holdings by gender, which broadly follow the
same patterns. The Gini coefficient for Chilean female households is 0.88
but somewhat less at 0.84 for males. Similarly, the debt of American female
households is also distributed more unequally than the debt of male households,
with respective Gini coefficients of 0.77 and 0.67. Female households in Chile
and in the U.S. hold less debt than male households: in Chile, male households
hold 1.4 times more debt than female households. In the U.S., this number
rises to 2.8 times as much debt. Overall, U.S. female households hold nine
times more debt than their Chilean peers, while male households in the U.S.
hold 18 times more debt than in Chile. Again looking at the income gradient,
the mean debt level in Chile by income quintile is similar among female and
male households, and also in the U.S. as well, i.e. no clear pattern of more debt
conditional on income for either gender. The difference in mean debt levels
arises from composition: there are many more female households in the lowest
income quintiles than there are male households.
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Table 15

Female

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Male

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Source: Survey of Consumer Finance 2007

50 35 32 30 28 35 57 38 24 13 7 28
28 21 18 17 16 100 40 28 17 9 5 100
0.002 0.061 0.343 0.323 1.498 0.161 0.010 6.600 44.000 98.700  69.600 5.200
1.239 0.897 3.763 4.684  16.225 4.587 12740  26.064  65.098 126.062 126.711  41.801
6.525 2013 13.444 9.655 32.015 15.845 38.522 46.656 68.802 132.024 203.090  85.159
0.88 0.77

3.45 2.04

78,402 13,365

84 74

28.43 8.04

50 65 68 70 72 65 43 62 76 87 93 72
15 21 21 22 22 100 12 17 21 24 26 100
0.000 0.202 0.403 1.008 3.025 0.403 0.110 6.300  34.000 102.200 181.900  50.300
1.622 1.961 3.389 5596  17.390 6.421 14.043 31.758 68.306 126.180 242.986 115.288
5616 6.106 8482 11849 31501 17730 36.363 66.430 90.394 136.176 321.957 203.652
0.84 0.67

2.76 1.77

11,071 351

80 66

15.92 2.29

for the U.S. and Encuesta Financiera de Hogares for Chile.

For wealth, table 16 reports the Gini coefficient among male households in
Chile 1s 0.72, while that of female households is slightly higher, 0.74. In the
U.S., both Gini coefficients are higher with again a marginal gender difference
(0.79 and 0.81, respectively), reflecting the higher overall inequality in wealth
in the U.S.. The skewness of the distributions of male and female households
are similar in Chile, but in the U.S. the distribution of males is more skewed
to the right than the distribution of females: the location of the mean for males
is the 84th percentile and the one for females is the 75" percentile.

Male households in Chile and the U.S. hold more wealth than female households,
but this difference is even wider in the U.S.: in Chile, males hold, on average,
1.17 times more wealth than female households. This figure rises to 3 in the
U.S. Wealth held by different income quintiles also differs between Chile and
the U.S. along gender lines. In Chile, males in the first quintile are the ones
holding larger amounts of wealth than females in the same quintile, while in
the U.S. the last quintile is the one that sees the largest difference between
males and females, since in this quintile males hold 1.3 times more wealth, on
average, than females. Finally, female households in Chile and the U.S. are
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relatively close in terms of wealth holdings: females in the U.S. hold only five
times more debt than females in Chile. However, this difference broadens in
the case of males, as males in the U.S. hold almost 13 times more wealth than
males in Chile. U.S. inequality is thus particularly driven by inequality among
males relative to Chile, with more inequality among male households, and with
male households making up a larger fraction of the population.

Table 16

Wealth distribution by gender

Chile United States
Income quintiles Income quintiles
Gender 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total

Female

% of households per Income group 50 35 32 30 28 35 57 38 24 13 7 28
% of households per category 28 21 18 17 16 100 40 28 17 9 5 100
Median 16.034 15899  20.112  29.413 47366  20.169 6.840 48230  79.000 271.630 660.200  48.390
Mean 24.768  31.852 28549 43.589 123.397 45750 81.093 148.709 191.994 473.093 1,506.754 227.925
Std 48.742  70.344  40.209  81.573 251.052 119.420 181.255 267.306 374.115 841.2933,841.181 986.007
Gini 0.72 0.79
Coef. Variation 261 4.33
Top 1% to bottom 40% ratio 575 -6811
Location of mean (percentile) 76 75
Mean to median ratio 227 471
Male

% of households per Income group 50 65 68 70 72 65 43 62 76 87 93 72
% of households per category 15 21 21 22 22 100 12 17 21 24 26 100
Median 20.058  12.101  19.120  21.802 53.104 20.259 12300 36.500 88.400 187.300 587.800 155.600
Mean 38.046 24936 31.117  35.045 129.085 53.478 69.270 136.664 215.503 367.273 1,981.489 685.105
Std 60.981 62462 65470 71.165 250.002 137.374 145.181 379.243 690.409 630.588 7,357.688 3,881.071
Gini 0.74 0.81
Coef. Variation 2.57 5.67
Top 1% to bottom 40% ratio 817 24
Location of mean (percentile) 77 84
Mean to median ratio 2.64 4.40

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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4. Employment status

One important determinant of financial status is employment, and some forms
of employment, particularly entrepreneurship, have been linked to inequality in
the literature, as mentioned. Overall, we see stark differences in the financial
status of employed versus self-employed, potentially indicating a role for
entrepreneurship in explaining inequality.

Table 17 shows the income distribution for Chile and the U.S. by employment
status of the head of household. We partition employment status into five
groups: employed workers, self-employed, unemployed, retired, and other labor
force inactives, with the first two groups being of primary interest. In both
countries, employed workers form the plurality: 47% in Chile and 61% in the
U.S.. Average income for Chilean employed households is about USD 17,809,
around one fourth the corresponding average income in the U.S., and income
inequality for employed workers is higher in Chile than in the U.S. The Gini
coefficient for this subpopulation is 0.53 in Chile but only 0.44 in the USA, and
the rest of our income inequality measures are also consistent with this.

Chile’s low share of employed workers is mirrored in a correspondingly high
share of self-employed households: 10% of household heads are self-employed
in the U.S. compared to 24% in Chile. The difference in average income is in
this case about eight times larger in the U.S.—double relative to the employed
workers. Further, the direction of inequality is flipped: the population of Chilean
self-employed workers have a Gini coefficient of 0.57 compared to 0.63 for the
U.S.. More strikingly, self-employment in Chile is much less likely to put a
household in the top income quintile: 24% of self-employed Chilean households
are in the top income quintile, compared to 14% in the lowest. In the U.S., only
9% of self-employed households belong to the lowest quintile and 40% belong to
the highest quintile. This highlights the differential nature of self-employment
between these countries. In the U.S. most self-employed households are
entrepreneurs, while in Chile a significant fraction of self-employed households
perform informal low-productivity tasks or are small farmers or fishermen.

Chilean employed households also accumulate fewer assets than American
households, on average about USD 50k, compared to more than USD 450k in
the U.S. Despite this large difference in asset owned, we observe a very similar
degree of dispersion across countries (details in table 18). The Gini coefficient
for assets 1s 0.70 in both countries, with the mean located in the 76th percentile
for Chile and the 75th percentile for the U.S. Despite this similarity, Chilean
households “sort” much less by income: the asset gap between the lowest and
highest income quintiles is a factor of six, compared to a factor of 36 in the U.S.

For self-employed households, the data follow a similar pattern. While employed
households have nine times more assets in the U.S., self-employed American
households have over twenty times the assets. Moving from the lowest income
quintile to the highest income quintile sees average assets increasing by a factor
of 71in Chile (similar to employed households), but by a factor of 31 in the U.S.,
with the highest income quintile in the U.S. averaging over 4.5 million in assets.
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Table 17

Income distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Employed
% of households per Income group 22 49 52 56 56 47 33 58 il 73 68 61
% of households per category 9 21 22 24 24 100 1" 20 23 24 23 100
Median 3.098 5.325 8.664 13.114 28559  10.178 13315 28.046  44.195 68.774 114.539  51.498
Mean 2.902 5.437 8.740 13430 46.437  17.609  13.015 27.855 44.468 70.054 163.949 71.244
Std 0.820 0.921 1.067 1.840 66.898  36.607 4.440 4.163 5.745 9.579 315.432 160.009
Gini 0.53 0.44
Coef. Variation 2.08 2.25
Top 1% to bottom 40% ratio 56 33
Location of mean (percentile) 77 67
Mean to median ratio 1.73 1.38
Self-employed
% of households per Income group 18 22 27 25 29 24 5 7 8 12 21 10
% of households per category 14 19 22 20 24 100 9 14 15 22 40 100
Median 3.033 5.082 8471 13.694  32.170 9.681 12691 25169  44.028  69.590 166.992  70.019
Mean 2.878 5.296 8.521 13.697 51.895 18705 12573  26.176  44.643 69.872 315367 150.764
Std 0.796 0.842 1.037 1.761  65.601  37.574 4.754 4.354 6.073 9.532 657.153 432.163
Gini 0.57 0.62
Coef. Variation 2.01 2.87
Top 1% to bottom 40% ratio 64 85
Location of mean (percentile) 78 78
Mean to median ratio 1.93 2.15
Unemployed
% of households per Income group 8 3 2 0 1 3 6 3 2 1 1 3
% of households per category 57 22 12 3 6 100 44 26 " " 8 100
Median 1.694 5.402 8.783  14.521  31.301 3.429 10.820 24235 45820 66.111 120.035 21.415
Mean 1.708 5.441 8650 15309  50.997 6.552 10958  25.177  44.830 68.529 163.048 32.921
Std 1.282 1.012 1.114 1352 50923 16,513 4.790 3.834 5.324 8.914 139.096  47.964
Gini 0.64 0.49
Coef. Variation 2.52 1.46
Top 1% to bottom 40% ratio 141 37
Location of mean (percentile) 73 72
Mean to median ratio 1.91 1.54

180



ECONOMIA CHILENA | VOLUMEN 22, N°3 | DICIEMBRE 2019

Table 17 (continued)

Income distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total

Retired

% of households per Income group 17 12 9 12 8 12 31 24 14 12 9 18
% of households per category 29 22 15 20 15 100 34 27 16 13 10 100
Median 2.178 5.550 9.391  13.251 25124 7.001 12691  26.271 43.130  65.996 130.182  27.909
Mean 2.209 5.442 8.992 13589 37.526 11362 12.834 26.669 42961 67.669 240.965 51.303
Std 0.893 0.959 1.100 1.948  33.034  17.109 4.134 4.245 5.597 9.167 522.486 177.971
Gini 0.53 0.56
Coef. Variation 1.51 3.47
Top 1% to bottom 40% ratio 48 77
Location of mean (percentile) 68 76
Mean to median ratio 1.62 1.84
Inactive (non-retired)

% of households per Income group 35 14 10 7 5 14 24 6 4 2 1 8
% of households per category 48 21 15 10 7 100 62 17 " 6 4 100
Median 1.331 5.082 8.471  13.069  24.422 4.284  10.829 24216 45479  62.619 129.185  14.830
Mean 1.431 5.182 8.566  13.504  38.703 6.934 11424 25412 44723  67.379 165.163  24.737
Std 1.294 0.874 1.073 2.022 41269 14.074 4.229 4.152 6.201 9.534 213.956  44.308
Gini 0.60 0.47
Coef. Variation 2.03 1.79
Top 1% to bottom 40% ratio 112 30
Location of mean (percentile) 67 72
Mean to median ratio 1.62 1.67

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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Table 18

Asset distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th {Total} {1st} {2nd} {3rd} {4th} {5th} {Total}
Employed
% of households per Income group 22 49 52 56 56 47 33 58 Al 73 68 61
% of households per category 9 21 22 24 24 100 " 20 23 24 23 100
Median 10.508  11.899  16.135 25.816  60.506  20.471 5950  27.700 153.200 299.100 642.500 202.400
Mean 20.025 21945 29.748 33.782 113.538  48.148 36.052 85.913 204.651 380.257 1304.804 456.667
Std 40422 40.093 65483 45916 207.028 116.294  84.794 127.138 240.931 368.228 3895.261 1934.444
Gini 0.70 0.70
Coef. Variation 2.42 4.24
Top 1% to bottom 40% ratio 31 337
Location of mean (percentile) 76 75
Mean to median ratio 2.35 2.26
Self-employed
% of households per Income group 18 22 27 25 29 24 5 7 8 12 21 10
% of households per category 14 19 22 20 24 100 9 14 15 22 40 100
Median 20169 12101 27.228  30.253  86.501  30.253  20.400 153.800 344.300 497.200 1899.100 543.400
Mean 28.161 28380  37.754  45.265 192360  73.713 143.791 336.811 567.698 834.061 4526.776 2151.035
Std 30.845 89.607 58.672  62.458 326.939 183.670 431.268 923.230 1236.299 1251.78512505.310 8217.110
Gini 0.72 0.75
Coef. Variation 249 3.82
Top 1% to bottom 40% ratio 284 302
Location of mean (percentile) 80 78
Mean to median ratio 244 3.96
Unemployed
% of households per Income group 8 3 2 0 1 3 6 3 2 1 1 3
% of households per category 57 22 12 3 6 100 44 26 " 1" 8 100
Median 12.101 10.084 5.244 22185 55464  16.135 3.000 33.810  58.600 251.000 462.150  35.500
Mean 25.894  19.481 28405 36.796 101.370  29.337  50.762 139.999 103.264 287.526 788.035 165.012
Std 33455 16.647 53.677 36.063 95.093 43.672 103.390 240.914 172.734 378.729 1,228.639 445.855
Gini 0.64 0.76
Coef. Variation 1.49 2.70
Top 1% to bottom 40% ratio 153 1,418
Location of mean (percentile) 70 73
Mean to median ratio 1.82 465
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Table 18 (continued)

Retired

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio
Inactive (non-retired)

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Source: Survey of Consumer Finance 2007

17 12 9 12 8 12 31 24 14 12 9 18
29 22 15 20 15 100 34 27 16 13 10 100
28.735  36.304 31.261  40.337 100.843  32.270 107.500 239.200 332.200 701.100 1267.400 251.000
38.995 46.270  48.733  78.658 191.114 72176 166.485 331.749 513.950 989.414 3,777.121 734.502
83.467  51.177  53.366 157.157 247.886 139.730 203.050 360.361 1,250.230 994.458 9,231.807 3,171.859
0.62 0.72

1.94 432

78 237

75 79

2.24 2.93

35 14 10 7 5 14 24 6 4 2 1 8
48 21 15 10 7 100 62 17 " 6 4 100
24.202  16.135 24202 31.288  53.447  24.202 7.801 121.950 119.500 328.220 410.700  27.500
41.898  40.953 32,108  47.961 135918 47.009 63.412 178.764 209.095 575.710 1,184.994 170.629
60.469  95.095 37.074 71739 201.466 86.956 127.877 278.808 214.739 439.426 3,329.308 717.375
0.66 0.77

1.85 4.20

139 1700

71 73

1.94 6.20

for the U.S. and Encuesta Financiera de Hogares for Chile.

Turning to debt, Chilean debt is very unequally distributed within the different
labor force types, mimicking the extreme dispersion in the aggregate Chilean
population. Details are reported in table 19. In the U.S., debt is more evenly
distributed among the employed and self-employed than in the population
as a whole. In the U.S., the self-employed hold more debt on average than
the employed, which is potentially a reflection of debt taken on to develop
entrepreneurial activities. On the contrary, in Chile employed and self-employed
households hold similar levels of debt. U.S. employed households hold, on
average, 14 times more debt than Chilean employed households, while self-
employed households in the U.S. hold 26 times more debt than in Chile.

As with debt, wealth is very unequally distributed for different categories
of employment status, both in Chile and in the U.S., as per table 20. In both
countries, wealth is more unequal among the employed and self-employed
relative to the population. The largest differences between the U.S. and Chile
are with the self-employed, who on average in the U.S. hold almost 30 times
more wealth than in Chile. Employed households have only eight times more
wealth in the U.S. than in Chile.
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Table 19

Debt distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th cTotal 1st 2nd 3rd 4th 5th Total
Employed
% of households per Income group 22 49 52 56 56 47 33 58 al 73 68 61
% of households per category 9 21 22 24 24 100 " 20 23 24 23 100
Median 0.121 0.303 0.565 1.207 4.034 0.706 1.200 9.150  48.000 111.000 183.600  57.800
Mean 1.944 2.176 4.249 6.369 17.911 7.360 18501  30.051 73.082 132.083 225.520 107.734
Std 6.914 6.660 12,502 12.123  31.012 18705 48941 50.724 80.390 128.256 227.597 153.650
Gini 0.82 0.63
Coef. Variation 2.54 1.43
Top 1% to bottom 40% ratio 2297 169
Location of mean (percentile) 78 63
Mean to median ratio 10.43 1.88
Self-employed
% of households per Income group 18 22 27 25 29 24 5 7 8 12 21 10
% of households per category 14 19 22 20 24 100 9 14 15 22 40 100
Median 0.061 0.016 0242 0726 2380 0.262 0300 20.000 51.300 117.930 189.340  90.600
Mean 2.061 1.078 3.669 5.236  19.448 7.104 16344  71.150 107.291 159.509 314.139 188.986
Std 5.067 3.366 8.739 11961 34565 19.825 50.816 118.749 146.855 175.107 506.003 356.797
Gini 0.85 0.66
Coef. Variation 2.79 1.89
Top 1% to bottom 40% ratio 82594 199
Location of mean (percentile) 80 69
Mean to median ratio 27.10 2.09
Unemployed
% of households per Income group 8 3 2 0 1 3 6 3 2 1 1 3
% of households per category 57 22 12 3 6 100 44 26 i 1" 8 100
Median 0.256 0.202 2.195 0.121  17.555 0.403 0.000  10.400  23.000 113.300  40.000 8.000
Mean 3.395 1.618 2.267 1.383  30.701 4323 12116 34817 37376 101.162 278.498 52.015
Std 7.337 3.791 4.065 6.665 38380 12.693 44.863 60.742 38.548 55.840 432.181 150.106
Gini 0.83 0.80
Coef. Variation 2.94 2.89
Top 1% to bottom 40% ratio 4530 18,184
Location of mean (percentile) 83 76
Mean to median ratio 10.72 6.50
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Table 19 (continued)

Debt distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th cTotal 1st 2nd 3rd 4th 5th {Total}

Retired

% of households per Income group 17 12 9 12 8 12 31 24 14 12 9 18
% of households per category 29 22 15 20 15 100 34 27 16 13 10 100
Median 0.002 0.038 0.046 0.037 0.343 0.030 0.000 0.000 0.400  16.000 5.000 0.000
Mean 0.832 0.706 0.525 2.337 5.023 1.673 9.248 13.429 28476 51.128 141.480 32.087
Std 4.160 1.548 0.945 5410 16.168 7.199  23.823 29.017 54.755  81.551 293.266 109.029
Gini 0.89 0.86
Coef. Variation 430 3.40
Top 1% to bottom 40% ratio - -
Location of mean (percentile) 83 79
Mean to median ratio 55.31 -
Inactive (non-retired)

% of households per Income group 35 14 10 7 5 14 24 6 4 2 1 8
% of households per category 48 21 15 10 7 100 62 17 " 6 4 100
Median 0.000  0.030 0.146 0215  0.121 0.000 0390 11.000 20.000 111.000 18.800  3.000
Mean 0.620 1.114 2.091 2.648 9.030 1696  11.614 39434 46.954 172290 94378 32.388
Std 6.317 2.274 5311 6.583  31.296 9.837 27973 93.640 56.836 232.510 119.900  85.800
Gini 0.91 0.82
Coef. Variation 5.80 2.65
Top 1% to bottom 40% ratio - 41,356
Location of mean (percentile) 84 81
Mean to median ratio - 10.80

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile. Values in thousands of dollars of 2007.
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Table 20

Wealth distribution by employment status

Chile United States
Income quintiles Income quintiles
Employment status 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Employed
% of households per Income group 22 49 52 56 56 47 33 58 il 73 68 61
% of households per category 9 21 22 24 24 100 " 20 23 24 23 100
Median 10.084 8.277 13553  19.985 40337  16.135 3.300 15260  56.150 150.500 434.000  91.030
Mean 18.081  19.769 25499  27.413 95627 40.788  17.552  55.861 131.569 248.173 1,079.284 348.933
Std 40.869  40.209  63.065 45.020 202.463 112.188  59.881 113.386 220.850 338.898 3,845.853 1,893.189
Gini 0.77 0.79
Coef. Variation 2.75 5.43
Top 1% to bottom 40% ratio -1292 1507
Location of mean (percentile) 77 79
Mean to median ratio 2.53 3.83
Self-employed
% of households per Income group 18 22 27 25 29 24 5 7 8 12 21 10
% of households per category 14 19 22 20 24 100 9 14 15 22 40 100
Median 20.058  10.780  23.462  27.606  68.573  24.202  19.940  77.050 209.200 378.960 1723.550 390.360
Mean 26.100  27.302 34.086 40.029 172912 66.609 127.447 265.661 460.407 674.552 4,212.637 1,962.049
Std 29.923  89.737  57.554  60.641 323366 179.406 394.133 909.953 1,182.032 1,219.702 12,389.700 8,118.780
Gini 0.76 0.78
Coef. Variation 2.69 4.14
Top 1% to bottom 40% ratio 822 554
Location of mean (percentile) 78 79
Mean to median ratio 2.75 5.03
Unemployed
% of households per Income group 8 3 2 0 1 3 6 3 2 1 1 3
% of households per category 57 22 12 3 6 100 44 26 " " 8 100
Median 10.084  10.084 3.049 22131 48806  10.084 2.600 10.300 11.300 162.610 238.180  10.300
Mean 22499 17.863  26.137 35413 70669 25.014 38.646 105.182  65.888 186.364 509.537 112.997
Std 31303 17.340 52.849 35842 79.149 38,504 81.625 190.101 156.516 378.607 936.345 341.223
Gini 0.69 0.81
Coef. Variation 1.54 3.02
Top 1% to bottom 40% ratio 925 -530
Location of mean (percentile) 69 75
Mean to median ratio 248 10.97
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Table 20 (continued)

Retired

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio
Inactive (non-retired)

% of households per Income group
% of households per category
Median

Mean

Std

Gini

Coef. Variation

Top 1% to bottom 40% ratio
Location of mean (percentile)
Mean to median ratio

Source: Survey of Consumer Finance 2007

17 12 9 12 8 12 31 24 14 12 9 18
29 22 15 20 15 100 34 27 16 13 10 100
24.200 36304 31.261 36.354  90.759  31.261 100.080 229.400 329.200 634.120 1,260.300 233.000
38.162 45564 48208 76321 186.091 70.503 157.238 318320 485.473 938.286 3,635.642 702.414
80.451  51.297  53.110 157.441 245299 138.076 195.987 360.852 1,249.985 998.4359,194.972 3,148.511
0.63 0.73

1.96 4.48

83 287

74 80

2.26 3.02

35 14 10 7 5 14 24 6 4 2 1 8
48 21 15 10 7 100 62 17 " 6 4 100
24200 16.135 22907 31.286  43.236  21.972 4415 71.000 72.900 188.400 181.700  14.200
41278 39.839  30.017 45313 126.889 45313 51.798 139.330 162.141 403.420 1,090.617 138.241
60.652  95.234 35990 71.395 189.008 84.606 116.865 292.867 202.575 415502 3,311.311 704.038
0.67 0.85

1.87 5.09

172 -601

72 77

2.06 9.74

for the U.S. and Encuesta Financiera de Hogares for Chile.

In terms of income, assets, debt, and wealth, we thus see a story that points
towards the self-employed behaving differently in the U.S. than in Chile, in a
manner consistent with a different model of entrepreneurship. We return to
this in the next section.

Turning to non-employed households, the fraction of unemployed workers is
similar between the two countries, around 3%. The average income for unemployed
workers is about five times larger in the U.S., and the unemployed are much less
unequal in the U.S. than Chile. This difference may stem from the characteristics
of unemployment benefit programs in each country. While in Chile the replacement
ratio declines from 50% in the first month to 20% at the sixth month, in the U.S.
the replacement ratio is 60% for nine months.’ The U.S. economy also has a larger
fraction of retired households, 18% compared to 12% in Chile. Income inequality
for retired households is lower in Chile (Gini coefficient is 0.53 compared to 0.56
in the U.S.), but the average income is about 4.5 times higher in the U.S.

9  For details of the unemployment system in Chile see Berstein (2010).
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Not surprisingly, the majority of unemployed households, both in Chile and the
U.S., belong to the first income quintile (57% and 44%, respectively). This is also
true for retired and inactive households. In Chile, 29% of retired households
and 48% of inactive households are in the lowest income quintile. In the U.S.,
34% of retired households and 62% of inactive households belong to the first
income quintile.

While U.S. unemployed households see considerably more asset inequality
and hold five times as many assets as Chilean unemployed households —very
similar to income— they do not consist of a sufficiently large share of the
population to move the needle on aggregate statistics. The more numerous
retired households hold more assets than unemployed ones in both countries.
Average asset holdings for Chilean retired households are USD 72,176. This
number is ten times bigger for the U.S., where inequality is also higher.

For debt, the retired and inactive groups are quite similar in the aggregate,
both in Chile and in the U.S. However, in Chile inactive households in the
fifth income quintile hold much more debt than retired households in the same
quintile. This relation is reversed in the U.S.: high-income retired households
hold more debt than inactive ones. For retired and inactive households, U.S.
households hold 19 times more debt than Chilean households.

In Chile, the group that holds the largest level of wealth is the retired
subpopulation, while in the U.S. it is the self-employed. Unemployed households
hold four times more wealth in the U.S. than in Chile, three times as much
for inactive households, and 10 times as much for retired households (relative
to 11 times for the population). This serves as some evidence that the bequest
motive is marginally stronger in Chile.

5. Educational attainment

Breaking down household financial status by education shows that inequality
increases consistently with education.

In general, Chilean households are less educated than U.S. households (see
table 21). About one third of heads of household in Chile have less than 12 years
of education compared to only 14% for the U.S. Mean income in Chile for less
educated households (did not complete high school) is USD 7,325, while in the
U.S. it is four times as much: almost USD 30k. Income inequality among these
households is similar across countries, though much lower than the aggregate
population in either country.

Households with a high-school education comprise 46% of the Chilean economy,
which is a higher percentage compared to the U.S. (33%). Average income for the
high-school educated households is also four times higher in the U.S. compared
to Chile and again income inequality is much lower within this group compared
to the population at large in both countries. In Chile, income inequality for high-
school educated households is higher (Gini of 0.47) compared to those without
high school (0.41), while in the U.S. we observe the same inequality measure
(0.42) within each of these groups.
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Table 21

Income distribution by educational level

Chile United States
Income quintiles Income quintiles
Education level st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Less than high school
% of households per Income group 44 41 27 21 7 28 31 18 " 6 2 14
% of households per category 30 30 19 15 5 100 45 27 16 8 3 100
Median 2.420 5.090 8.471 13311 21914 5639 11749 26703  41.228 66.079 116.737  22.058
Mean 2.281 5.255 8.500  13.385  26.395 7.325 11.871  26.850 42215 69.509 135.626  29.589
Std 1.065 0.896 1.078 1.882  12.785 6.633 4.186 4.282 5.350 9.985 125.160  34.387
Gini 0.41 0.42
Coef. Variation 0.91 1.16
Top 1% to bottom 40% ratio 17 18
Location of mean (percentile) 64 64
Mean to median ratio 1.30 1.34
High school
% of households per Income group 45 50 54 51 31 46 39 42 39 28 16 33
% of households per category 19 22 23 22 13 100 24 26 24 17 10 100
Median 2.420 5.522 8.713  13.251 24,574 8350 12,691  27.027 44.028 66.982 112.161  34.985
Mean 2.110 5.502 8.755 13453  36.286 11485 12685 27.114  44.151  69.005 149.023  46.371
Std 1.317 0.916 1.035 1.825 46.884  20.132 4.271 4.347 5.779 9.755 332.433 108.749
Gini 0.47 0.42
Coef. Variation 1.75 235
Top 1% to bottom 40% ratio 41 23
Location of mean (percentile) 68 65
Mean to median ratio 1.38 1.33
Some college
% of households per Income group 3 3 7 8 9 6 17 20 20 19 15 18
% of households per category " 9 24 26 30 100 18 23 22 20 17 100
Median 3.509 5.210 8.471 13.367  27.591 12101 12,691  27.159  44.028 68.721 110.260  42.440
Mean 2.951 5.539 8.614  13.686  47.450  20.527 12903  27.087 44.718  69.155 163.130  59.318
Std 1.144 0.860 1.098 1.882  70.561  42.387 4.605 4.259 5.824 9.167 466.482 195.954
Gini 0.54 0.46
Coef. Variation 2.06 3.30
Top 1% to bottom 40% ratio 63 4
Location of mean (percentile) 76 67
Mean to median ratio 1.70 1.40
College
% of households per Income group 5 6 1 20 53 19 12 20 30 47 67 35
% of households per category 5 6 12 21 56 100 7 1M 17 26 39 100
Median 2.178 4.961 8.955  13.594 35577  20.011 11.762  28.046 45279 69.232 131512  71.773
Mean 1.767 5.133 8936  13.790  56.355 35.772 12249  27.783 44830 70.296 224.091 116.474
Std 1.382 0.810 1.101 1.849 72,605 58.976 4.817 4.099 5.747 9.485 445.256 289.697
Gini 0.55 0.52
Coef. Variation 1.65 249
Top 1% to bottom 40% ratio 50 54
Location of mean (percentile) 72 77
Mean to median ratio 1.79 1.62

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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The college dropout rate is lower in Chile than in the U.S.: only 6% of households
have some college education (but not a completed degree) in Chile, compared
to 18% in the U.S. A college dropout in the U.S. earns about three times more
than a college dropout in Chile. Income inequality for this group is higher in
Chile. The Gini coefficient is about 0.54 while in the U.S. it is only 0.46.

The U.S. has almost twice as many college-educated households as Chile:
35% to 19%, and they earn more than three times as much as their Chilean
counterparts. According to the Gini coefficient, these highly educated households
face marginally more inequality in Chile than in the U.S. (0.55 vs 0.52,
respectively).

As expected, income is highly correlated with the educational attainment of
the head of household. In Chile, 60% of no-high-school households are in the
bottom two quintiles, but only 20% in the top two. Conversely, among those
with college degrees, 83% are in the top two quintiles. In the U.S., 72% of those
without high school are in the bottom two quintiles, compared to only 11% in the
top two, and 65% with a college education are in the top two income quintiles.
In Chile, with less education overall, having little education does not stand out
as much relative to the population, but having a degree does, and vice versa
in the U.S.: those without high school dominate the lower quintiles, but with
more education a degree is less of a guarantee of high income.

Assets largely mirror income when considered by educational status of household
head as well (table 22). Average asset holdings for households with no high-
school education in Chile are USD 32,735 while in the U.S. this figure is more
than five times larger, reaching almost USD 175,000. The higher U.S. asset
holdings are accompanied by more inequality. The Gini coefficient for the U.S.
is 0.74 but only 0.62 for Chile.

Households with a high-school education hold more assets. Chilean households
with high-school education possess on average USD 46,696 (40% more than the
least educated group). The gap between Chile and the U.S. widens, however,
with corresponding U.S. households holding 6.8 times as much: USD 316,516 on
average. Both groups report a Gini of 0.67, but this is a considerable step down
in inequality from those without high school in the U.S., but more inequality
for Chile.

Assets continue to increase with education and so does the gap; 7.5 times as
many assets for U.S. households with some college education, and ten times as
many for U.S. households who have completed college relative to Chile. However,
inequality does not rise in step. The college dropouts have the highest inequality
(Gini of 0.75 in Chile and 0.74 in the U.S.), but the Gini among those with a
full degree is 0.67 in Chile and 0.72 in the U.S. Asset inequality overall varies
considerably more by educational level in Chile than in the United States.
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Table 22

Asset distribution by educational level

Chile United States
Income quintiles Income quintiles
Education level 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Less than high school
% of households per Income group 44 41 27 21 7 28 31 18 11 6 2 14
% of households per category 30 30 19 15 5 100 45 27 16 8 3 100
Median 14118  16.437  20.774  30.253  36.304  20.169 7.600  51.900 123.170 301.000 538.200  49.500
Mean 23317  31.539 28495 41205 84.883 32735 54206 149.453 183.406 431.403 1,277.581 174.588
Std 34433  77.242 34316 54254 151.642 64914  86.791 241.972 208.748 497.781 2,979.443 636.332
Gini 0.62 0.74
Coef. Variation 1.98 3.64
Top 1% to bottom 40% ratio 123 972
Location of mean (percentile) 73 72
Mean to median ratio 1.62 3.53
High school
% of households per Income group 45 50 54 51 31 46 39 42 39 28 16 33
% of households per category 19 22 23 22 13 100 24 26 24 17 10 100
Median 22,185  16.135 20975  27.268  54.657  24.202 16300 98.070 175.700 304.300 618.950 156.200
Mean 38,567 29329  31.098 44526 117.923  46.696  92.719 160.152 264.958 425.507 1,207.561 316.516
Std 56.068  59.054  49.428 84344 238.608 109.288 169.891 204.647 776.844 476.116 3,830.660 1,314.217
Gini 0.67 0.67
Coef. Variation 234 4.15
Top 1% to bottom 40% ratio 225 270
Location of mean (percentile) 72 72
Mean to median ratio 1.93 2.03
Some college
% of households per Income group 3 3 7 8 9 6 17 20 20 19 15 18
% of households per category 1 9 24 26 30 100 18 23 22 20 17 100
Median 24.202 0.000 4639  11.617 57481  24.202 9.700  49.100 187.710 303.500 558.200 181.600
Mean 34.877 8.155 48392  29.175 123.820 60.497  84.885 111.397 265.041 444.729 1,568.862 453.565
Std 36917 16.873 140.270  35.283 254.475 161.805 163.799 183.346 407.464 481.987 6,245.899 2,636.202
Gini 0.75 0.74
Coef. Variation 267 5.81
Top 1% to bottom 40% ratio 1735 543
Location of mean (percentile) 73 79
Mean to median ratio 2.50 2.50
College
% of households per Income group 5 6 " 20 53 19 12 20 30 47 67 35
% of households per category 5 6 12 21 56 100 7 " 17 26 39 100
Median 20.169 5.042 32270 36304 90.658  51.430  39.120 117.600 202.280 383.800 922.700 435.300
Mean 55.475  15.944 51554 45876 172.636 115.781 173.294 274.692 336.479 589.931 2,582.758 1,255.909
Std 143353 30.218  72.805  78.762 271.231 219.477 316.875 644.614 670.198 832.342 8,081.028 5,171.976
Gini 0.67 0.72
Coef. Variation 1.90 4.12
Top 1% to bottom 40% ratio 157 227
Location of mean (percentile) 74 83
Mean to median ratio 2.25 2.89

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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Debt immediately becomes interesting due to the linkage between obtaining
college education and the potential accumulation of debt. Details are displayed
in table 23. The more educated the head of household, the larger the average
level of debt of the household, but perhaps surprisingly debt is more equally
distributed among these more educated households.

Chilean households differ in their debt holdings more markedly among educational
levels than U.S. households. Chilean households with a college education hold
2.4 times more debt on average than households with some college, 3.9 times
more than households with a high-school education, and 9.7 times more debt
than households without high school. More importantly, debt relative to income
is increasing as well, from debt being 22% of average income for those without a
high-school education, to 44.8% among those with degrees. While debt increases
with education as well in the U.S., the level is completely different: debt to income
1s 103% for American households with no high school, and 132% for households
with a degree, much less of an increase in relative terms. Notably, debt of
American dropouts is particularly burdensome: 144% of income.

Putting assets and debt together for net wealth, the lowest debt inequality is
among those with no high school in both countries, with Gini coefficients of
0.64 and 0.74 for Chile and the U.S., respectively. The most wealth inequality
is among college dropouts, again in both countries with a Gini of 0.80 in Chile
and 0.81 in the U.S. (table 24).

As established, wealth is increasing with education, but wealth scales with
education more aggressively in the U.S. In Chile, household heads with a degree
hold only 2.3 times as much wealth as those with just high school, compared
to 4.4 times as much in the U.S. This is also true between countries: the high-
school households hold six times as much wealth in the U.S., but the college
educated hold 11 times more wealth.
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Table 23

Debt distribution by educational level

Chile United States
Income quintiles Income quintiles
Education level 1st 2nd 3rd 4th 5th Total st 2nd 3rd 4th 5th Total
Less than high school
% of households per Income group 44 41 27 21 7 28 31 18 11 6 2 14
% of households per category 30 30 19 15 5 100 45 27 16 8 3 100
Median 0.000 0.031 0.161 0.262 0.383 0.054 0.000 4530 10.300  55.000 120.000 1.000
Mean 0.707 1.421 1.564 2.051 7.377 1.641 7.785  20.589  37.629 114938 165.580  30.474
Std 1.870 6.616 4.041 6.946  20.774 7.028 24164  47.794 51587 175.528 155.642  78.890
Gini 0.87 0.83
Coef. Variation 4.28 2.59
Top 1% to bottom 40% ratio
Location of mean (percentile) 82 79
Mean to median ratio 30.31 30.47
High school
% of households per Income group 45 50 54 51 31 46 39 42 39 28 16 33
% of households per category 19 22 23 22 13 100 24 26 24 17 10 100
Median 0.002 0.222 0.605 0.807 1.412 0.363 0.010 4.030 34460 103.000 149.000  15.000
Mean 1.718 1.684 3.690 5.541 10.114 4.136 9.723 25249  68.493 124596 181.744  64.071
Std 7.318 3.708 8.906 10.806 20960  11.135 24.693 50.662  89.132 139.503 196.419 113.265
Gini 0.83 0.72
Coef. Variation 2.69 1.77
Top 1% to bottom 40% ratio 5658 1202
Location of mean (percentile) 79 68
Mean to median ratio 11.39 427
Some college
% of households per Income group 3 3 7 8 9 6 17 20 20 19 15 18
% of households per category " 9 24 26 30 100 18 23 22 20 17 100
Median 0.202 0.000 0.121 0.605 2.319 0.403 2.000 10350 50.080 67.600 166.200  25.000
Mean 0.862 0.812 2.601 6.056  14.126 6.554  16.699 35908  69.118 108.137 220.307  85.359
Std 5.512 1.529 5185  13.725 25982 16939 34355 67.902 70406 134.572 300.475 160.897
Gini 0.83 0.69
Coef. Variation 2.58 1.89
Top 1% to bottom 40% ratio 10425 459
Location of mean (percentile) 78 68
Mean to median ratio 16.25 3.41
College
% of households per Income group 5 6 " 20 53 19 12 20 30 47 67 35
% of households per category 5 6 12 21 56 100 7 " 17 26 39 100
Median 0.871 1.052 0.565 1.714 5.042 2.017 2350  15.000  41.100 114.500 184.000  90.000
Mean 5.967 2.545 8.274 8.058  23.099 16.009 33.985 40.606  76.014 135.632 253.138 153.532
Std 13.135 4.074 22171 13.905 37.296 30.785  76.717 74566  97.368 127.099 343.987 245.123
Gini 0.77 0.62
Coef. Variation 1.92 1.60
Top 1% to bottom 40% ratio 1501 137
Location of mean (percentile) 75 65
Mean to median ratio 7.94 1.71

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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Table 24

Wealth distribution by educational level

Chile United States
Income quintiles Income quintiles
Education level 1st 2nd 3rd 4th 5th Total 1st 2nd 3rd 4th 5th Total
Less than high school
% of households per Income group 44 41 27 21 7 28 31 18 1 6 2 14
% of households per category 30 30 19 15 5 100 45 27 16 8 3 100
Median 14.118 15570  20.169  28.740  30.253  19.382 4600 36.800 79.860 157.800 308.630  33.100
Mean 22610 30.118 26.931 39.154  77.506  31.094 46.421 128.863 145.778 316.464 1,112.001 144.113
Std 34121 77423 34211 52.649 142.021  63.271  79.886 238.142 197.030 464.042 2,949.062 615.799
Gini 0.64 0.78
Coef. Variation 2.04 4.27
Top 1% to bottom 40% ratio 164 24882
Location of mean (percentile) 71 75
Mean to median ratio 1.60 435
High school
% of households per Income group 45 50 54 51 31 46 39 42 39 28 16 33
% of households per category 19 22 23 22 13 100 24 26 24 17 10 100
Median 20.169  13.086  15.577  20.197 44371  20.027 12.500 49.800 81.700 181.360 441.800  80.500
Mean 36.849  27.645 27.409 38.985 107.809  42.561  82.997 134903 196.464 300.910 1,025.817 252.444
Std 56.469  59.223  49.257  84.192 238.147 108.552 164.721 202.618 774.066 459.176 3,780.709 1,287.409
Gini 0.72 0.74
Coef. Variation 2.55 5.10
Top 1% to bottom 40% ratio 791 736
Location of mean (percentile) 73 74
Mean to median ratio 2.13 3.14
Some college
% of households per Income group 3 3 7 8 9 6 17 20 20 19 15 18
% of households per category 1 9 24 26 30 100 18 23 22 20 17 100
Median 23.906 0.000 4.034 8.067  34.287 18.172 4900 18.070 85.030 169.130 355.500  84.600
Mean 34.016 7.343 45791 23.119 109.694 53.943  68.185 75488 195.923 336.593 1,348.555 368.205
Std 37.021  16.793 140.440 35521 243.816 155701 154.758 176.648 400.192 451.509 6,189.333 2,599.677
Gini 0.80 0.81
Coef. Variation 2.89 7.06
Top 1% to bottom 40% ratio -583 3989
Location of mean (percentile) 76 81
Mean to median ratio 297 435
College
% of households per Income group 5 6 " 20 53 19 12 20 30 47 67 35
% of households per category 5 6 12 21 56 100 7 11 17 26 39 100
Median 13.311 5.026  23.799  27.525 63.852 36.304 25200 71.700 107.900 238.000 701.700 285.400
Mean 49.508  13.399  43.280 37.819 149.537  99.772 139.309 234.085 260.465 454.299 2,329.619 1,102.377
Std 138.383  31.018 61.022 78.594 268.056 214.458 288.851 637.727 639.746 828.048 8,008.294 5,110.498
Gini 0.74 0.78
Coef. Variation 2.15 464
Top 1% to bottom 40% ratio 784 522
Location of mean (percentile) 75 83
Mean to median ratio 2.75 3.86

Source: Survey of Consumer Finance 2007 for the U.S. and Encuesta Financiera de Hogares for Chile.
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We now briefly recap some of our findings from our analysis of the income, asset,
debt, and wealth distributions in Chile and the U.S. in order to try and speak to
the causes and nature of financial inequality in both these countries. We touch
on a few of the prominent explanations for American inequality advanced in
the literature and see if they are consistent with our data.

1. Earnings risk

As discussed in the context of the literature earlier, one hypothesized cause of
wealth inequality is earnings risk. If earnings are a volatile process, that would
impart a degree of inequality to the distribution of income and consequently of
assets, especially if the process is persistent. Furthermore, if some jobs require
extra compensation due to earnings volatility, that provides a second channel
for earnings risk inequality.

Within our dataset, however, we established that Chile displays marginally
more income inequality than the United States. Conditioning on age, all pre-
retirement age groups also exhibit more income inequality in Chile than in
the U.S., and employed workers are more unequal in terms of income as well,
though in the U.S. self-employed workers face more inequality, a point we will
return to momentarily when discussing entrepreneurship and inequality. There
is also more income inequality by educational type in Chile.

We earlier asserted that financial markets to insure against these risks are
almost certainly more complete in the U.S. relative to Chile. In our debt
discussion, we pointed out that Americans, regardless of income, carry much
more debt as a percentage of income relative to Chileans. This provides support
to this hypothesis, and if financial markets are more complete in the U.S., the
compensation for earnings risk should be lower.

Consequently, if earnings risk was really driving inequality in wealth in the
United States, we should expect to see more inequality in wealth in Chile, with
Chile having more variance in income across the board regardless of how the
working age population is sliced. However, wealth is more equally distributed
in Chile than the United States by a nontrivial margin—Ginis of 0.74 and 0.82,
respectively—so we conclude that either inequality is being driven by very
different processes in these countries or that earnings risk is not a compelling
explanation for the observed inequality.'’

10 Moreover, research on earnings risk dynamics using one-year income changes from the National Employment
Survey (ENE) finds that earnings risk in Chile is more or less similar to that of the United States, (Madeira, 2015).
This makes the hypothesis that earnings risk is driving the results more implausible.
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2. Bequest motive

Another briefly mentioned potential driver of financial inequality is the existence
of a strong bequest motive. Bequests provide an impetus for asset accumulation
and hence asset and wealth inequality if the bequest motive is not homogeneous
across actors. If lifespan cannot be perfectly predicted, even with homogeneous
bequest motives, realized bequests would end up being quite different and
correspondingly generating inequality, though accidental bequests have not
been found to be a plausible explanation in the inequality literature.

A strong bequest motive implies a strong desire to hold onto wealth towards
the end of the life cycle. American households hold roughly 11 times as much
wealth, on average, than Chilean households. However, American households
actually draw down their wealth in retirement - average wealth decreases by
12% from the 55-64 cohort to the 65+ cohort. Conversely, Chilean households
do not - average Chilean wealth decreases by only 0.5% moving from the 55-64
age group to the 65+ group. Overall, Chilean households seem to have much
stronger bequest motives.

That said, wealth inequality among senior American households is much
higher than in Chile, with Gini coefficients of 0.78 and 0.65, respectively. This
indicates that there is more potential for inequality in bequests in America
than in Chile. Wealth inequality is very similar in Chile and the U.S. for age
groups under 55, at which point inequality decreases significantly in Chile and
does not decrease in the U.S.

So, whereas there seems to be a stronger bequest motive in Chile in that
households of all types generally try to hold more wealth through retirement,
there seems to be a potential for more inequality in bequests in the United
States, where despite a general drawdown of wealth, among seniors wealth is
distributed much more unevenly. This leaves mixed messages for the bequest
motive, which we now attempt to reconcile.

3. Entrepreneurial choice

A third factor considered by the literature to explain the high degree of
observed inequality revolves around entrepreneurship, and there are significant
differences in traditionally employed and self-employed households in the data.
American entrepreneurs exhibit more income inequality than any other labor
force group in either country despite lower income inequality on aggregate in
the U.S.

The American self-employed also display significant disparity in terms of
wealth. Chilean entrepreneurs hold 63.3% more wealth than the Chilean
employed, but American entrepreneurs hold on average 462% more wealth
than American employed workers. This difference is driven by the top end
of the distribution. 24.3% of Chilean self-employed households are in the top
income quintile—barely more than if the distribution was uniform—but 40.3%
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of American entrepreneurs are, and while there is minimal income premium to
entrepreneurship in Chile (6.2%), there is a 112% premium in the United States.

While wealth is dominated by assets, the debt dynamics surrounding
entrepreneurship are also notable. Chilean traditionally employed households
actually hold more debt than their self-employed counterparts (3.5% more), but
American entrepreneurs hold 75% more debt than employed households. This
debt possibly reflects greater opportunity for American entrepreneurs to grow
their businesses with help from financial markets, and also possibly greater
inequality in outcomes among American entrepreneurs.

In addition to this, despite the financial outcomes of entrepreneurship in the
United States, fewer households are self-employed. In Chile, 47.2% of households
are traditionally employed, compared to 24.2% self-employed. The corresponding
percentages for the U.S. are 60.8% and 10.5%. Since fewer American households
are engaged in entrepreneurship, the outsize earnings and wealth of those who
do create significant inequality in the aggregate distribution.

Returning to the bequest motive, it may be tougher to draw down wealth
generated by self-employment than from traditional employment, if much
of the wealth is tied up in a business or some other entrepreneurial activity.
Consequently, entrepreneurship may be driving the difference in life-cycle
profiles of inequality between the U.S. and Chile, and thus the potential for
unequal bequests as well.

Overall, our data is entirely consistent with greater and possibly more unequal
access and returns to self-employment in the U.S. generating greater wealth
inequality in the U.S. than in Chile.

To further analyze the self-employment role in explaining the differences
in assets and wealth distributions across Chile and the U.S., we carry out
a computational exercise that asks ‘if we imposed American returns to self-
employment on Chile, what would wealth inequality look like in Chile™? To do
this, we adjust the Chilean income distribution to mimic the one observed in
the U.S. in terms of employed versus self-employed, as described below. We
use the new income distribution to project assets and wealth in Chile using the
covariates obtained for the U.S., which lets us create hypothetical inequality
measures.

We carry out this exercise by first computing self-employment relative income for
each country by dividing the income of each self-employed worker by the average
income of the entire economy. This standardizes away the level differences in
all types of income between the two countries. Second, we adjust the weights
for this new Chilean relative income distribution to mimic the relative income
distribution observed in the U.S.

To construct the weights, we follow the methodology developed in DiNardo et
al. x (1996). We pool data from both surveys and use probit models to estimate
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the probability that an observation of a certain income, age, and educational
attainment is in the Chilean data. The estimated probabilities are used to
construct the weights y(Z) = P(dchile | Z)/[1-P(dchile| Z)], where Z is the vector
of these variables, dchile = 0,1} equals 1 when an observation is taken from the
Chilean data and 0 otherwise, and P(dchile| Z) is the conditional probability
of appearing in the Chilean data conditional on observable characteristics Z.
The weight function, y(Z), is used to reweight the observations in the Chilean
data to obtain nearly equal distributions of the variables of interest across the
two countries.

Once we obtain the new set of weights, we estimate the relationship between
relative income and assets and between relative income and wealth as described
by equation (1) (only for self-employed workers):

Yi = Bo + Princome; + Poincomes; + Bsage; + ¢; (1)

where y; is either assets or wealth and income is relative income. We estimate
equation (1) for both Chile and the U.S. Estimates are reported in table 25. All
the coefficients are significant at the 1% level.

We use these estimates to carry out two projection exercises. First, we use
Bberie to project assets and wealth for Chile. These projected measures for
assets and wealth capture the effect of the updated relative income distribution
that imposes that Chilean entrepreneurs have the same income distribution
relative to average income as American entrepreneurs. Using the generated
series we compute the Gini coefficients for assets and wealth. The updated Gini
coefficient for assets is 0.856 and for wealth it is 0.930, both higher than the
observed U.S. measures.

Then, we go one step further and we project assets and wealth for Chile but
using the Pys(estimated covariates using the U.S. data). This exercise captures
the effect of giving the Chilean self-employed the same relative income, and in
addition giving them the American relationship between self-employed income
and self-employed wealth. Once again we compute the Gini coefficients for
assets and wealth. The resulting Gini coefficient for assets is 0.624 and for
wealth it is 0.654.

Table 25

Assets U.S. -1,659.3 1,040.8 -0.613 32.66
Assets Chile -43.11 54.85 -1.599 1.119
Wealth U.S. -1,821,803 1,021,604 -591.4 32,926
Wealth Chile -45.12 47.90 -1.364 1.162

Source: Authors' calculations.
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We take from this exercise that the returns to entrepreneurship in the U.S.
are a huge factor, more than sufficient to explain the difference in assets and
wealth inequality between Chile and the U.S. Currently, Chile’s relative income
between employed and self-employed is almost 1:1, in part because the Chilean
self-employed income is being dragged down by low-income low-education service
providers. Conversely, U.S. self-employed income is more than twice U.S. mean
employed income (table 17) Giving these returns to Chilean entrepreneurs then
creates a much fatter tail in the Chilean distribution, generating much more
inequality than we observe in either country.

This implies that there may be other factors besides returns to entrepreneurial
services that contribute to the differences in inequality between Chile and
the U.S. As discussed, these include earnings shocks and bequest motives.
What we take away from this exercise and our prior discussion, however, is
that the magnitude of the change in Chilean assets and wealth distributions
is substantial, implying that returns to entrepreneurship seems much more
plausible as a major factor relative to these other hypotheses.

Note that when we also impose the U.S. link between entrepreneurial
income and entrepreneurial wealth, the estimated Chilean inequality drops
dramatically, below the levels of either country. Chilean entrepreneurs save
considerably more than American entrepreneurs of comparable relative income.
This enforces that it is not the saving behavior of U.S. entrepreneurs that is
generating the wealth inequality, but rather just their much higher incomes
that matter —the payoffs to entrepreneurship.

One possibility is that the lack of a well developed financial system may induce
Chilean entrepreneurs to self insure via asset accumulation, as discussed when
dissecting the debt distribution. Other possible contributors to this relationship
include the lack of social mobility in Chile, compared to the U.S., and the
seemingly stronger bequest motive observed in Chile.

4. Other

There are a variety of other explanations for the observed degree of financial
inequality that we could consider. One possible explanation is that Chile may be
an economy that has not reached its steady-state level but is instead converging
towards it. If this is the case, as the economy converges to its steady state,
the wealth distribution may change and start to exhibit characteristics more
similar to the observed U.S. distributions. Demographic characteristics may
also explain the differences across countries (see, for example, Bover (2010) for
a comparison of wealth between the U.S. and Spain). We do not, however, have
the data to tackle either of these hypotheses seriously in this paper.

An additional explanation for the lesser inequality observed in Chile may be
due to the fact that the household groups that belong to the first income quintile
in Chile are benefiting from significant housing subsidies. Since real estate is
the main wealth source for the low-income groups in Chile, and is financed to
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some extent by the government, this may explain in part our previous results
in terms of inequality among lower financial quintiles being generally lower
in Chile than in the U.S. However, given that inequality is largely driven by
the very upper financial echelons in both countries, this cannot explain much
of the aggregate inequality observed.

Finally, our ability to make comparisons across countries is limited by the
repeated cross-sectional nature of these datasets. Even with further collections
of the EFH and SCF in the same year, the inability to link households across
these surveys will likely limit how much can be said in other studies.

In this paper we analyze the income, asset, debt, and wealth distributions in
Chile and the U.S. as reported by the Chilean Household Financial Survey and
the American Survey of Consumer Finances, respectively. While Chile reports
significantly less financial capability across the board, the results are not as
black and white in terms of the inequality embedded in these distributions. We
find that the U.S. sees more inequality than Chile in terms of assets (Chilean
Gini: 0.70, U.S. Gini: 0.76) and net wealth (Chile: 0.74, U.S.: 0.82), but Chile
sees more inequality in terms of income (Chile: 0.57, U.S.: 0.53) and debt (Chile:
0.85, U.S.: 0.70).

We extend our analysis of these distributions to a variety of demographic
subgroups. In particular, we consider breakdowns by age, marital status, gender
of household head, employment status, and educational attainment. We use these
quantitative findings to shed light on the plausibility of different mechanisms
proposed in the literature to explain the high level of inequality in the U.S.

We argue that arguments based on earnings risk seem unrealistic because the
income process in Chile seems to be more risky than in the U.S., as the income
distribution in Chile is more unequal. Moreover, it seems reasonable to assume
that financial markets to insure against these risks are less developed in Chile
than in the U.S., a claim that seems to be validated by our results on the debt
distribution in both countries.

Another well-known explanation for the observed extreme upper tail of the
wealth distribution is based on bequests, both accidental and voluntary.
However, we find indication that the bequest motive is, if anything, stronger
in Chile than in the U.S., which raises doubts about the significance of this
channel in explaining observed inequality.

Conversely, our data suggests that we cannot discard the idea that
entrepreneurial choice can account for the wealth inequality observed in the U.S.
In both countries, self-employed households are considerably richer. Relative to
the U.S., traditionally employed Chilean workers hold approximately 8.5 times
less wealth. But self-employed American households hold roughly 30 times the
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wealth of their Chilean counterparts. We carry out a quantitative exercise that
increases the returns to entrepreneurship in Chile to American levels to show
that it is a plausible mechanism that can fully explain the observed difference
in wealth inequality. We consequently believe it is important to analyze in
more detail the savings behavior of the entrepreneurial sector in Chile and in
the U.S. We leave this for future research.
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