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Figure 1a: Consumption and Income Inequality in the UK 

Authors calculations.
Variance of log equivalised, cons rebased at 1977, smoothed.
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Figure 1b: Consumption and Income Inequality in the US 

Source: Blundell, Pistaferri and Preston (2004) : CEX/PSID
Variance of log equivalised, cons rebased at 1977, smoothed
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Figure 1c: Consumption and Income Inequality in Japan

Source: Othake and Saito (1998); NSFIE
Var (log) with cons rebased at 1979
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Figure 1d: Consumption and Income Inequality in Australia

Source: HES; Barrett, and Crossley and Worswick (2000)
Variance of log equivalised (OECD), cons rebased at 1975
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Figure 1e: Consumption and Income Inequality in the UK 
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(variance of log equivalised, cons rebased at 1978)

Table I: Consumption and Income Inequality 1978-1992

Both studies bring the figures up to 2001.
Relate to:
• Atkinson (1997): UK income Gini rises 10 points late 70s to early 90s. 
• Cutler and Katz (1992): US consumption Gini 65% of income inequality, 80->88.
• Gottschalk and Moffitt (1994): 1980s transitory shocks account for 50% inequality 
growth
Note: In comparison with the Gini, a small transfer between two individuals a fixed income 
distance apart lower in the distribution will have a higher effect on the variance of logs.

UK
Goodman and Oldfield (IFS, 2004) 1978 1986 1992
Income Gini .23 .29 .33
Consumption Gini .20 .24 .26
US
Johnson and Smeeding (BLS, 2005) 1981 1985 1990
Income Gini .34 .39 .41
Consumption Gini .25 .28 .29
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COHORT 1950-59 Age 31-35

5
25

75
95

0
.2

.4
.6

.8
1

ob
se

rv
ed

 d
en

si
ty

7
8

9
10

11
12

13
th

eo
re

tic
al

 p
er

ce
nt

ile
s

7 8 9 10 11 12 13
observed percentiles

Standard Deviation of Logs: 0.4586   Skewness: 0.0122   Kurtosis: 0.0198
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COHORT 1950-59 Age 36-40

Figure 2c: The distribution of log consumption: US CEX
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Figure 2d: The distribution of log consumption: US CEX
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COHORT 1940-49, AGE 41-45

Figure 3a: The distribution of log consumption: UK FES
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COHORT 1940-49, AGE 41-45

Figure 3c: The distribution of log income: UK FES

Source: Battistin, Blundell and Lewbel
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Figure 4b: Cohort Consumption Inequality in the US by Cohort 
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Figure 4c: Consumption Inequality over the Life-Cycle in Japan

Source: Othake and Saito (1998) 
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Table IIa: The Covariance Structure of Income - PSID

Source: Blundell, Pistaferri and Preston (2005) 
Variance of log equivalised, PSID

Year varΔy t covΔyt1 ,Δyt covΔy t2,Δyt

1980 0.0830 -0.0224 -0.0019
(0.0088) (0.0041) (0.0030)

1981 0.0813 -0.0291 -0.0038
(0.0090) (0.0049) (0.0035)

1985 0.0927 -0.0321 -0.0012
(0.0069) (0.0053) (0.0042)

1986 0.1153 -0.0440 -0.0078
(0.0120) (0.0094) (0.0061)

1987 0.1185 -0.0402 0.0014
(0.0115) (0.0052) (0.0046)

1992 0.1196 NA NA
(0.0079)

Table IIb: The Covariance Structure of Income - BHPS

Source: Etheridge (2006) 
Variance of log equivalised, BHPS

Year varΔy t covΔyt1,Δyt covΔy t2,Δyt

1996 0.0685 -0.0205 0.0019
(.0049) (.0034) (.0029)

1997 0.0832 -0.0219 -0.0029
(.0070) (.0036) (.0036)

1998 0.0802 -0.0235 -0.0008
(.0063) (.0036) (.0032)

1999 0.0844 -0.0179 -0.0006
(.0074) (.0041) (.0040)
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Table IIc: The Covariance Structure of Income - ECFP

Source: Casado García, Labeaga and Preston (2005) 
Variance of log equivalised, ECFP

Year varΔy t covΔyt1,Δyt covΔy t2,Δyt

1986 0.0890 -0.0387 0.0041
(0.0088) (0.0041) (0.0030)

1988 0.09123 -0.0411 0.0103
(0.0090) (0.0049) (0.0035)

1990 0.0817 -0.0370 0.0092
(0.0069) (0.0053) (0.0042)

1992 0.0851 -0.0380 0.0101
(0.0120) (0.0094) (0.0061)

1995 0.0895 -0.0411 0.0090
(0.0115) (0.0052) (0.0046)

Figure 5: A Simulated Economy, permanent shock variance estimates 

0
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0.008

0.012

0.016
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truth approximation impatient heterogeneous

Source: Blundell, Low and Preston (2004)
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Variable Estimate Variable Estimate Variable Estimate

lnc

0.012 
0.1511 

0.8503 lnc ∗ 1992

0.083 
0.0056 

0.0037 Family size
0.0090 

0. 0272

lnc ∗High School dropout

0.050 
0.0718 

0.0730 lnc ∗One child

0.150 
0.0336 

0.0202 ln pfood
0.2160 
−0. 9784

lnc ∗High School graduate

0.027 
0.0890 

0.0827 lnc ∗Two children

0.120 
0.0383 
−0. 0250 ln ptransports

8.0500 
5. 5376

High school dropout
0.6741 
−0. 7030 lnc ∗Three children

0.197 
0.0340 

0.0087 ln pfuelutils
4.7351 
−0. 6670

High school graduate
0.8298 
−0. 8458 Age

0.0085 
0.0122 White

0.0129 
0. 0769

Age2

0.0001 
−0. 0001 Constant

0.9266 
−0. 6404

OID test
d.f. 18; 2 p-value 28% 

20.92

Test that income elasticity does not vary over time
d.f. 12; 2 p-value 0.6% 

27.69

Source: Blundell, Pistaferri and Preston (2004)

Table III: The Demand For Food

Figure 6: Variance of log C in the PSID and in the CEX
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Source: Blundell, Pistaferri and Preston (2005) 
Variance of log equivalised, PSID and CEX

Table IVa: The Covariance Structure of Consumption

Year var Δct  cov Δct1, Δct  cov Δct2 , Δct 

1980 0.1319 -0.0599 0.0021
(0.0111) (0.0092) (0.0057)

1981 0.1231 -0.0576 0.0030
(0.0121) (0.0077) (0.0045)

1982 0.1316 -0.0624 0.0004
(0.0106) (0.0085) (0.0052)

1983 0.1476 -0.0676 -0.0017
(0.0140) (0.0074) (0.0063)

1984 0.1656 -0.0781 -0.0129
(0.0136) (0.0125) (0.0087)

1985 0.1816 -0.0866 NA
(0.0221) (0.0192)

1990 0.1676 -0.0601 -0.0062
(0.0206) (0.0060) (0.0065)

1991 0.1520 -0.0649 NA
(0.0104) (0.0088)

Year covΔy t ,Δc t covΔy t ,Δc t1 covΔy t1, Δc t

1981 0.0104 -0.0054 -0.0051

(0.0037) (0.0036) (0.0033)
1982 0.0165 -0.0015 -0.0056

(0.0038) (0.0041) (0.0033)
1983 0.0212 -0.0057 -0.0078

(0.0045) (0.0043) (0.0048)
1984 0.0226 -0.0107 -0.0055

(0.0050) (0.0045) (0.0045)
1985 0.0181 -0.0034 -0.0023

(0.0064) (0.0064) (0.0056)
1986 0.0166 NA 0.0001

(0.0049) (0.0053)
Test covΔy t1 ,Δc t  0 for all t p-value 0.3305
Test covΔy t2 ,Δc t  0 for all t p-value 0.6058

Table IVb: The Covariance of Consumption and Income

Source: Blundell, Pistaferri and Preston (2005)
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Table Va: Structural Estimates: College and Cohort Decomposition: PSID/CEX

Source: Blundell, Pistaferri and Preston (2005) 

Whole sample No College Born 1940s Born 1930s


2 1980

.0036
0. 0076

.0044
0. 0052

.0040
0.0065

.0072
0.0072

1982
.0052

0. 0206
.0065

0. 0156
.00632
0.0208

.0100
0.0197

1986
.0077

0. 0252
.0094

0. 0244
.0114

0.0219
.0066

0.0181

2 1980
.0043

0. 0318
.0057

0. 0332
.0059

0.0282
.0066

0.0282

1984
.0042

0. 0351
.0063

0. 0402
.0048

0.0218
.0117

0.0311

1986
.0103

0. 0444
.0081

0. 0446
.0247

0.0542
.0186

0.0442


.1118

0. 6167
.2232

0. 8211
.2124

0.7445
.2535

0.5626


.0358

0. 0550
.0417

0. 0969
.0457

0.0845
.0592

0.0215

p-value, equal  33% 81% 16% 45%
p-value, equal  58% 46% 43% 14%

Year

Using cons and inc data Using only inc data

1980 1985 1990

0

.01

.02

.03

.04

Figure 7a: Variance of permanent shocks

Source: Blundell, Pistaferri and Preston (2005) 
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Figure 7b: Variance of transitory shocks

.0
2

.0
3

.0
4

.0
5

1980 1982 1984 1986 1988 1990
Year

Using cons. and income data Using only income data

Source: Blundell, Pistaferri and Preston (2005) 

Table Vb: Structural Estimates: Cohort Decomposition: ECFP 

Source: Casado-García, Labeaga and Preston (2005) 

Year Cohort

1965-1955 1955-1945 1945-1935


2 1987 0.021 0.013 0.011
1991 0.045 0.037 0.023
1995 0.054 0.039 0.031


2 1987 0.013 0.019 0.009

1991 0.033 0.024 0.020
1995 0.049 0.043 0.042

 0.101 0.097 0.198
2 0.016 0.012 0.011

 0.981 0.923 0.851
 0.221 0.137 0.097

P-value test of equal  17% 41% 61%
P-value test of equal  22% 29% 16%
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Figure 8: Variance of transitory shocks for male earnings and for family income

Source: Blundell, Pistaferri and Preston (2005) 

Table VI: Structural Estimates: Family Transfers, Taxes and Earnings

Source: Blundell, Pistaferri and Preston 
(2005) 

Baseline Excluding Earnings
help from rather than
relatives Net Income


0.1118
0. 6167

0.1187
0. 6531

0.0977
0.4368


0.0358
0. 0550

0.0359
0. 0532

0.0286
0.0574
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Table VII: Structural Estimates: Wealth and Durables

Source: Blundell, Pistaferri and Preston (2005) 

Non. dur. Inc. dur.
Low Low

wealth wealth


0.3696
0.9589

0.3131
0. 8800


0.0896
0.2800

0.1153
0. 4159
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