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Abstract: Based on tax records data from Ecuador, we analyse gender differences in top income
groups from 2008 to 2017. Ecuador represents an interesting case as it shares many trends with
other countries in the region in terms of women’s status in the labour market. While we observe a
significant increase in the share of women at the top of the income distribution during this period,
women remain underrepresented in top income groups, at 38.7 per cent in the top 10 per cent
income group and 22.8 per cent in the top 0.1 per cent income group. The composition of total
income—Iabour, business, and capital income—is broadly similar for men and women at the top,
with the importance of business and capital increasing at the very top. However, while women’s
capital income is more concentrated on rental income from real estate, men are more likely to earn
capital income from dividends and financial returns, and to figure as majority shareholders. In
terms of observable characteristics, having (private) tertiary education is more important for
women than men. In contrast, the effect of having a spouse who belongs to a top income group
is more important for men than women. Finally, we observe a high degree of persistence in top
incomes across gender, with around 80 per cent of individuals in the top 10 per cent group
remaining in this group from year to year.
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1 Introduction

Income inequality and the role of top incomes have become ever more topical in research and
policy debates since the seminal work of Piketty (2001, 2003) and Piketty and Saez (2003) two
decades ago. Since then, the body of literature on the evolution of top income shares has greatly
expanded for developed countries (Atkinson et al. 2011; Piketty 2015; Piketty and Zucman 2014)
as well as for developing countries (Alvaredo and Gasparini 2015; Alvaredo and Londofio Vélez
2013; Burdin et al. 2014; Cano 2018).' However, as noted in recent studies by Atkinson et al. (2018)
and Boschini et al. (2020), evidence on the gender gap in top income groups and its evolution over
time remains scarce, in particular for developing countries.

One of the root causes of this lack of evidence about gender differences in top incomes is data
limitations. Household survey data, the main source of information for studying income inequality
across the entire distribution, suffer from undercoverage of top incomes and small sample size
problems. Consequently, in most cases, analysis of gender differences at the top end of the income
distribution based on survey data is severely limited or impossible. In contrast, administrative data
from tax records are not affected by the aforementioned limitations. However, administrative data
generally do not contain information about gender and other socioeconomic characteristics.

In this paper, we take advantage of exceptionally rich administrative data from Ecuador to study
the evolution of the gender gap in top incomes between 2008 and 2017. Ecuador is an interesting
case as it has a lot of similarities with other countries in the region in terms of trends in female
labour force participation, education (also relative to men), and inequality, amongst other things.
Combining tax records with other sources of administrative data, our data contain not only
information on income from labour, business income, and capital income (income from real estate,
dividends, and financial returns) but also on the proportion of shares a taxpayer holds in firms
listed in Ecuador and various socioeconomic indicators, such as sector of economic activity, age,
gender, marital status, and education. It also contains information for married taxpayers’ partners
if they themselves declare taxes.

Our study addresses a number of gaps in the scarce literature on the gender divide in top incomes.
We study the top of the income distribution by gender, looking at income from the three most
important income sources. We illustrate how top-income women differ from top-income men,
particularly in terms of the different types of capital income received and shareholdings. To the
best of our knowledge, this study is the first to analyse gender differences in top incomes on the
basis of rich administrative data for a developing country that has many similarities with other
countries in the region, thus presenting an interesting point of reference.

The main findings of our study are the following. First, women remain underrepresented in top
income groups in Ecuador, despite an important increase in the share of women at the top over
time. From 2008 to 2017, the share of women in the top 10 per cent income group increased from
34.0 per cent to 38.7 per cent, while the share of women in the top 0.1 per cent income group
increased from 16.5 per cent to 22.8 per cent.

! Furthermore, geographic coverage and coverage across time of the pertinent inequality indicators in the World
Income Inequality Database (WIID) (UNU-WIDER 2021) and the World Inequality Database (WID) have steadily
increased.



Second, the composition of total income is broadly similar for men and women at the top, labour
income being the major income source for total income in the top 10 per cent and top 1 per cent
groups. The income composition in the top 0.1 per cent group differs quite markedly from the
lowest top groups, with business and capital income contributing relatively more to total income
and becoming even more important over time.

Third, different types of capital income are more prevalent for women than men. Specifically,
rental income from real estate is more prevalent for women than men, while income from
dividends and financial returns is more important for men. Top-income women are also less likely
to be shareholders than top-income men, and out of all shareholders men are more likely be
majority shareholders.

Fourth, top-income women and men also differ in some key characteristics. Tertiary education,
and particularly private tertiary education, increases the probability of being in the top 10 per cent
group, with a slightly larger effect for women. For men, being married is more strongly associated
with the probability of belonging to the top 10 per cent of the income distribution than for women.
In contrast, the marginal effect of being divorced is larger for top income women than men. In
terms of industries, public administration and defence, education, health, and social work are the
sectors most strongly associated with the probability of belonging to the top income groups for
both women and men. Working in the mining, manufacturing, and utilities sector increases the
probability of being a top income earner for men, but it has a negative effect for women.

Fifth, for both married women and men, we find a positive and significant association between
having a partner in the top p90-99 or p99-100 and oneself being part of the top 10 per cent group.
This effect is slightly larger for married men than for married women but has strongly increased
over time for both groups.

Finally, we observe a high degree of persistence in top incomes across gender, with around 80 per
cent of individuals in the top 10 per cent and over 60 per cent of individuals in the top 1 per cent
group remaining in this group from year to year.

The rest of the paper is organized as follows. Section 2 discusses related literature on top incomes
and gender. Section 3 provides some background on the situation of women in Ecuador, describes
the data, and provides basic descriptive statistics. Section 4 discusses the evolution of the share of
women in top income groups, gender differences in the income composition at the top, and the
role of capital income. Section 5 studies the characteristics associated with the probability of being
a top income earner across gender. Section 6 studies gender differences in top income mobility.
Finally, Section 7 concludes.

2 Related literature

The pioneering work by Piketty (2001) on top incomes has highlighted that studying income
groups at the top of the distribution using administrative data greatly improves our understanding
of the evolution of income inequality. Since then, research on the evolution of top income shares
over time has expanded to cover an extensive number of countries in the developed and
developing world (Atkinson 2005; Piketty and Atkinson 2007, 2010). Yet, despite this progress,
the gender dimension of top incomes remains understudied, and particularly so for low- and
middle-income countries.



The scarceness of evidence on gender differences in top incomes largely has to do with the nature
of tax records data as the main and most reliable data source for the study of top incomes. First
and foremost, tax data usually contain only information necessary for the collection and
administration of taxes and therefore provide limited information about personal, family, and
labour market characteristics. Second, since each country’s tax legislation determines which types
of income and tax units are included in tax records (Atkinson et al. 2018; Bobilev et al. 2020),
detailed information on incomes at the individual level might be available only in countries where
income is taxed at the individual level.

For low- and middle-income countries, two additional considerations are worth bearing in mind.
First, access to tax records data is more restricted and less common than in high-income counttries.
Second, tax records in developing countries fail to capture the often large share of the population
working in the informal sector. The latter factor strongly limits the possibilities for analysis across
the entire population based on tax data. However, this is of limited concern when studying the top
of the income distribution, as the population active in the informal economy is typically located at
the lower end of the income distribution.

Recent literature on the gender dimension of top incomes using administrative data has, for the
above reasons, concentrated on developed countries with individual taxation. Atkinson et al.
(2018) studied the gender composition of top incomes in eight developed countries with individual
taxation between 2006 and 2013. Across these countries, women account for less than 25 per cent
of individuals in the top 1 per cent income group (see Table 1 in Section 4.1). While the share of
women in top income groups has increased over time in all countries studied, the magnitude of
this increase varies across countries and becomes smaller at the very top. Spain ranks higher than
Denmark, Norway, and Sweden in terms of the share of women in top income groups despite
higher levels of overall income inequality and gender disparity in those countries. Atkinson et al.
(2018) relate this finding to the prevalence of women in the economies’ highest-paying sectors; in
Norway, a third of the top-paying jobs are found in manufacturing, a sector that exhibits a relatively
small female labour force—so that more males pick up these top-paying jobs. In Spain, by contrast,
the largest share of high-paying jobs falls in the health and social care sector, where there is a
comparatively larger female labour force (Denk 2017). Atkinson et al. (2018) further underline the
importance of looking beyond earnings for the analysis of gender inequalities, as investment
income plays a larger role for women at the top of the income distribution.

Boschini et al. (2020) studied gender differences in top incomes in Sweden over the period 1917—
2017, exploiting rich administrative panel data including information on individual and family
characteristics. While the share of women in top income groups has increased over time, women
remain underrepresented, accounting for 19 per cent of individuals in the top 1 per cent group in
2017. While men and women in the top 1 per cent group have become more similar over time,
differences remain, with women less likely to be married than men, and women more likely to
have a top income partner than men. In terms of mobility, women are more likely to move out of
top income groups but differences have decreased over time. Ravaska (2018) conducted a similar
analysis for Finland over a shorter period, 1995-2012, with largely similar findings. Additionally,
Ravaska (2018) analysed the characteristics associated with the probability of being in the top 10
per cent group. Not only individual but also partner characteristics, such as having a partner at the
top of the distribution, influence the probability of being at the top. Burkhauser et al. (2020) found
similar results based on survey data for the UK.

Evidence on gender differences in top income groups in low- and middle-income countries
deriving from administrative data is scarce. For Latin America, most studies have focused on
gender gaps in earnings using survey data. Atal et al. (2009) used survey data from 18 Latin
American countries to look at wage gaps by gender and ethnicity. They found that men earn 9 per
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cent to 27 per cent more than women, with large cross-country variation. Similarly, Hoyos and
Nopo (2010) found that the overall gender earnings gap fell by 7 percentage points between 1992
and 2007, with a drop of 3—4 per cent in the unexplained component depending on the
characteristics used as controls. Most recently, Burdin et al. (2020) added to the literature with an
analysis of income inequality and income mobility in Uruguay between 2009 and 2016, comparing
tax records data with household survey data. While the focus of their analysis is on the gender
divide more generally, they also provide some information on gender disparities at the top of the
distribution. Specifically, they show that the share of women in p90—99 of the income distribution
is around 40 per cent, declining to about 30 per cent for the top 1 per cent group. Year-to-year
persistence rates for the top 1 per cent group are stable at around 80 per cent and only slightly
lower for women than for men.

In a comparative study of 28 countries including Mexico and Paraguay, Bobilev et al. (2020)
analysed gender differences in top income groups using survey data from the Luxembourg Income
Study (LIS) (see Table 1 in Section 4.1). While the nature of the data obviously limits the analysis,
particularly at the very top, they find that the share of women in the top 10 per cent group of the
labour income distribution increased for Mexico and Paraguay between the 1980s and 2015 from
around 12 per cent to around 30 per cent.

3 Background, data, and descriptive statistics

3.1 Background and context

Statistics in a comparative perspective

According to the 2020 World Economic Forum (WEF) Global Gender Gap Report (World
Economic Forum 2019), Ecuador is ranked 48 out of 153 countries. It improved its score in the
composite index from 0.71 in 2008 (World Economic Forum 2007) to 0.73. When compared with
other Latin American countries Ecuador ranks in the middle, behind Nicaragua, Costa Rica,
Mexico, Argentina, and Cuba. Latin America as a world region ranks in the middle in comparison
with other world regions but has neatly caught up with Eastern Europe and Central Asia. For
comparison at a global level: Norway ranked second and Finland third with scores of 0.88 and
0.83, respectively.

Two of the four subindices of the overall index are particularly relevant to this study. The first is
the subindex on economic participation, the second the subindex on educational attainment.

The subindex on economic participation is composed of the labour force participation gap, the
remuneration gap, and the advancement gap, which capture gender differences in top jobs and
technical and professional occupations.” In this subindex Ecuador performs less well, but its score
also improved over our period of study (from 0.62 to 0.68).

While male labour force participation has been fluctuating in Ecuador, female labour force
participation has been increasing—from 48.4 per cent in 2000 to 58.0 per cent in 2018 (ILO
2021a). Although this trend has been seen across the region during that time, female participation
rates in South America and Ecuador are higher than in Central America; compared with the larger

% See World Economic Forum (2019: appendix B) for more information.
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economies in the region female labour force participation in Ecuador sits in the middle, close to
that of Colombia, Brazil, Argentina, and Mexico, but below Peru at 73.3 per cent in 2018.

For both men and women, Ecuador is also in step with the region in the reduction of the informal
employment rate (ILO 2021b), yet in the most recent years the reduction has slowed for Ecuador
relative to the average across the Caribbean and South America. In 2018, the female informal
employment rate stood at 65.4 per cent in Ecuador, similar to Colombia (61.6 per cent), but higher
than in Argentina and Brazil (48.7 per cent and 48.1 per cent, respectively) and lower than in Peru
(73.3 per cent).

As in other parts of the region, Ecuador has experienced a trend of falling inequality since the turn
of the century, with a Gini of 54.8 in 2000 falling to 44.2 in 2018 (UNU-WIDER 2021). Inequality
levels in Ecuador are lower than in Brazil and Colombia but higher than in Argentina. The same
patterns hold for the 20/20 ratio—comparing the top 20 per cent of the population with the
bottom 20 per cent. Recent evidence from De Rosa et al. (2020) based on the WID methodology
confirms a decline in inequality since 2000 for a number of countries in Latin America, including
Ecuador, but finds an increase, for example, in Brazil.” Yet, the authors also point out challenges
when estimating top income shares for Ecuador, such as the need to extrapolate information for
years when tax data are not available or due to the fact that some income components are not
disaggregated in the national accounts.*

The second subindex of the WEF Global Gender Gap index that is of specific interest for our
analysis is the subindex on educational attainment. This captures gaps in educational enrolment
and literacy rates. In this subindex Ecuador ranks 56", thus slightly lower than in the overall index
(World Economic Forum 2019). In terms of tertiary education, gross female enrolment rates have
increased over time, to 48.4 per cent in 2015, the last point in time for which data are available for
Ecuador (Wotld Bank 2021).” This mirrors the general upward trend in female education in the
region. Interestingly, enrolment rates are higher for women than men in Ecuador, as in most other
countries in the region, including Argentina, Brazil, Colombia, and Peru.

Tax policies

In terms of tax policies, personal income tax is assessed at the individual level in Ecuador and
levied jointly on labour and capital income according to a progressive tax schedule ranging from 0
to 35 per cent (Asamblea Constituyente 2007). Personal income tax is automatically withheld and
reported by employers for employees with no other sources of income than employment.
Employees with other sources of income and the self-employed are required to file a tax return
consolidating all their sources of income, i.e. employment and self-employment income and capital
income (excluding capital gains). The 2008 personal income tax reform increased the top tax rate
from 25 per cent to 35 per cent and several new deduction items were introduced (Asamblea

’ The methodology consists of three steps. First, undercoverage of top incomes in household surveys is corrected
using information from tax records. Second, different income components ate scaled proportionally to match
aggregates from national accounts. Third, income from the corporate sector and general government is imputed to
the income distribution in household surveys.

* Note that the analysis of De Rosa et al. (2020) is based on tax data from 2008 to 2011 for Ecuador, whereas we use
tax data for the period 2008—17.

5 Universities in Ecuador may be public, private, or co-financed, the last type of university receiving some financial
support from government. In 2013, nearly two thirds of university students were enrolled in the public system, a little
more than 11 per cent in the private system, and about 27 per cent in co-financed universities (Sanchez et al. 2017).



Constituyente 2007). A major taxpayer awareness and registration campaign was also launched in
2008 (Aparicio et al. 2011).

In the context of our study, it is important to distinguish two types of capital income. The first
type of capital derives from dividends, financial returns (i.e. returns from savings accounts or
investment accounts), or rental income from real estate. The second type of capital income stems
from realized capital gains when a person sells part of their capital (stocks or real estate) and obtains
a profit due to the difference between the purchase price and the sale price over time. Over our
period of analysis, Ecuador passed two important tax reforms related to capital income. The first
reform made dividends taxable from 2010. As dividends were not part of taxable income before
the reform, they might suffer from underreporting in tax records prior to 2010 (Hidalgo 2017).
The second reform stipulated that realized capital gains obtained from the sale of shares become
taxable as of 2015. However, for the three years following the reform, realized capital gains are
likely not fully captured in tax records data as full implementation of the administrative processes
related to the new documentation requirements lagged behind. Capital gains are not taken into
account in our analysis.

Finally, there is no wealth tax in Ecuador, except for a one-time tax payment equal to 0.9 per cent
of wealth levied on individuals with assets above US$1 million in the wake of the 2016 earthquake.’

3.2 Data

Our data come from administrative records collected by the Ecuadorian tax administration
(Servicio de Rentas Internas, SRI) for tax purposes, and are complemented by additional
information from other administrative sources. The SRI’s tax records cover the universe of
taxpayers and firms that file tax returns in Ecuador. For our analysis we use the universe of natural
person taxpayers (aged 18 and above) between 2008 and 2017.

The tax information we use is that which is reported on the following tax forms: (1) tax form 107,
which reports income stemming from an individual’s formal dependent employment; (2) tax forms
102 and 102A, which contain information about self-employment income and capital income,
including details of the business itself, salaties, and other income sources related to that business;’
and (3) an annex form known as Anexo de Participacion Societaria (APS), on which firms report
who their shareholders are (including their unique identifiers) and the proportion of shares held
by each. This annex form is an important source of information for the tax office, enabling it to
cross-check information provided by individuals on their personal income tax returns.”

The above data are complemented by data from the Single Taxpayer Register (Registro Unico de
Contribuyentes, RUC), which contains further information related to the nature of the taxpayer,
including information on whether the taxpayer is a firm or a natural person, their geographic
location and economic activity (by industry code), the date of start of the economic activity, and

® For more information see: https:/ /www.stl.gob.ec/web/guest/contribucion-solidatia#f:~:text=a) petr cent20En pet
cent20el per cent20caso per cent20de,patrimonio per cent20ubicado per cent20en per cent20el per cent20pa per
centC3 per centADs (in Spanish).

7 Taxpayers must file tax form 102 if they are required to keep accounts and form 102A if they are not. Taxpayers are
required to keep accounts when they meet one or more of the following conditions: (i) they own capital greater than
US$180,000; (ii) they have annual gross income above US$300,000; (iii) their annual costs and expenses are greater
than US$240,000.

8 The APS annex and tax form 102 or 102A are independent sources of information that can be merged using the tax
records’ unique identifiers.


https://www.sri.gob.ec/web/guest/contribucion-solidaria%23:%7E:text=a)%20En%20el%20caso%20de,patrimonio%20ubicado%20en%20el%20pa%C3%ADs
https://www.sri.gob.ec/web/guest/contribucion-solidaria%23:%7E:text=a)%20En%20el%20caso%20de,patrimonio%20ubicado%20en%20el%20pa%C3%ADs
https://www.sri.gob.ec/web/guest/contribucion-solidaria%23:%7E:text=a)%20En%20el%20caso%20de,patrimonio%20ubicado%20en%20el%20pa%C3%ADs

whether the activity has been suspended. In recent years, additional databases have been integrated
into the RUC, such as information from the Civil Register, which allows the age, gender, marital
status, place of birth, and education (primary, secondary, or tertiary) of the taxpayer to be
identified. The RUC also includes information from the country’s higher education database,
which is continuously updated by the Secretaria de Educaciéon Superior, Ciencia, Tecnologia e
Innovacion (SENESCYT). It thus also shows the taxpayet’s level of tertiary education and which
institution (including whether a public or private university) issued the degree. However, it is
important to note that education data from SENESCY'T are not structured as a series of yearly
cross-sectional datasets but rather as a single data file containing information about the highest
level of tertiary education obtained at the date when the data were accessed—in our case March
2016. Finally, the structure of the data further allows us to match married individuals and observe
in which part of the income distribution the partner is located, provided the partner files tax returns
and thus is present in our data.

We define income as the total of incomes received from labour, self-employment (net of
deductions related to the business activity), and capital. We exclude realized and unrealized capital
gains from our income variable because this information is not fully captured in our data over the
period of analysis. We further do not consider income from bequests. Throughout the analysis we
focus on three top income groups: the top 10 per cent (p90-100), top 1 per cent (p99-100), and
top 0.1 per cent (p99.9-100). Finally, we start our analysis with the year 2008, as there is evidence
that the taxpayer awareness and registration campaign of that year might have affected the
composition of taxpayers (Aparicio et al. 2011).

Our data are thus very rich and include several variables beyond the usual scope of information
covered by tax records. Nevertheless, some limitations apply. First, individuals are obliged to file
tax returns, and will thus show in our data, only if their total income is greater than the personal
income tax (PIT) exemption threshold as defined by the Domestic Tax Law (Asamblea Nacional
2014).” Second, in Ecuador, as in most developing countries, the informal sector, which is not
captured in tax records, is large, as discussed above. These two limitations mean that our data do
not capture the whole working age population; the inactive, the unemployed, and low-income
and/or informal workers ate excluded. As our study focuses on the top income groups, these
missing records for the lower end of the income distribution are of little relevance. These
limitations mainly affect our analysis when looking at partners’ income position and then only for
those whose partners happen to belong to one of the aforementioned groups.

The third potential limitation of our data is that tax records might be biased by tax avoidance and
evasion, a problem that has been previously discussed in the top incomes literature (Atkinson et
al. 2011, 2018) and in the context of Ecuador by Roca (2010) and Villacreses (2017). A fourth
possible limitation is that studying gender differences in top incomes might be affected by strategic
income splitting between partners to reduce the global tax burden of the couple, artificially
allocating part of total income to the partner who earns less (Atkinson et al. 2018). Finally, while
our data are rich, some factors that likely are important determinants for belonging to top income
groups, such as family structure, labour market history, hours worked, training, and work
experience, are not covered in our data.

We also compare our data with survey data for additional context. Figure Al in the Appendix
compares average labour income (from employment and self-employment) from the tax records
data used in this analysis with the same income variables in the National Survey of Employment,

? The exemption threshold is high in Ecuador, as in many countries in Latin America. In 2017, it was US$11,290,
which is equal to 2.5 times the value of the annualized minimum wage.
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Unemployment and Underemployment of Urban and Rural Households (ENEMDU) (INEC
2021). For consistency across data sources, we consider only workers (employees and self-
employed) in formal employment in ENEMDU. The figures show that the survey data consistently
underestimate average labour income, which might be related to income underreporting and top
income undercoverage in survey data, as documented by Cano (2015) and Jara and Oliva (2018)
for the case of Ecuador. The survey data seem to capture fairly well the increase in labour income
over time. According to ENEMDU results, labour income increased by 86 per cent between 2008
and 2017, compared with 81 per cent according to tax records.

3.3 Descriptive statistics

Our overall sample consists of nearly 2 million observations in 2008 and increases to more than
3.2 million in 2017 (see Table A1l in the Appendix)."” As discussed above, this increase is in line
with the general trend of increasing formalization across the economy, with the strongest growth
seen in the group of taxpayers between the minimum wage and the PIT exemption threshold.

Figure 1 shows how the income thresholds for the different top income groups evolved over the
period of analysis. A minimum income of US$11,813 per year is required to belong to the top 10
per cent group in 2017." This amounts to 2.6 times the annualized value of the minimum wage.
For the top 1 per cent group the threshold is US$41,847, and for the top 0.1 per cent it amounts
to US$116,415.

Figure 1: Income thresholds for top income groups, 2008-17 (in 2017 prices, USD)
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Source: authors’ elaboration based on administrative data.

" For comparison, the overall population amounted to roughly 14.5 million in 2008 and had increased to nearly 16.8
million by 2017 (https://databank.worldbank.org/source/wotld-development-indicators).

' Since 2000 the US dollar has been the official currency of Ecuador.



4 Top incomes and gender in Ecuador 2008-17

This section starts by looking at the evolution of the gender composition of top income groups in
Ecuador over the period 2008—17. We then turn to the variation in the composition of total income
in top income groups across gender and/or over time.

4.1 Share of women in top income groups

Figure 2 shows the evolution of the share of women in different top income groups in Ecuador
over the period 2008—17. At the beginning of our period of analysis, the share of women in the
top 10 per cent income group was 34 per cent. The share of women becomes smaller higher up in
the distribution, being 24.8 per cent and 16.5 per cent for the top 1 per cent and 0.1 per cent
income groups, respectively. Over time, the share of women in the top income groups increased
significantly, particularly at the very top. From 2008 to 2017, the share of women in the top 10 per
cent income group increased by 4.7 percentage points to 22.8 per cent, which equals an increase
of 13.7 per cent. In the top 1 per cent income group it increased by 5.7 percentage points to 30.5
per cent, thus an increase of 22.9 per cent; and in the top 0.1 per cent income group the 6.4
percentage point increase in the share of women to 22.8 per cent represents an increase of 38.7
per cent.

Figure 2: Share of women in top income groups, 2008-17
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Source: authors’ elaboration based on administrative data.

Evidence on the gender divide in top income groups based on administrative data is scarce and
particularly so for low- and middle-income countries. To put our results into perspective, in Table
1 we compare our findings with recent evidence from high-income countries based on
administrative data (Atkinson et al. 2018; Boschini et al. 2020; Ravaska 2018), choosing a time
frame during which information is available across all the relevant countries. For comparison, we
also show information for two Latin American countries based on LIS (survey) data (Bobilev et
al. 2020).



Table 1: International comparison of the share of women in top income groups in 2008 and 2013

2008 2013 Difference

Top Top Top Top Top Top Top Top Top

10% 1% 0.1% 10% 1% 0.1% 10% 1% 0.1%
Ecuador 34.0 24.8 16.5 35.8 25.1 18.9 1.8 0.3 2.4
Australia 25.9 20.2 16.1 25.7 20.3 17.2 -0.2 0.1 1.1
Canada 28.8 20.3 13.4 29.8 22 15.9 1.0 1.7 2.5
Denmark 26.3 14.3 11 30.9 16.2 10.8 4.6 1.9 -0.2
Finland? 27.4 17.6 17.0 29.5 19.6 19.2 2.1 2.0 2.2
Italy 27.2 17.0 12.0 28.5 19.1 13.4 1.3 2.1 1.4
Norway 21.2 13.2 11.8 21.5 13.7 13.6 0.3 0.5 1.8
New Zealand 29.7 18.9 - 29.3 18.2 - -0.4 -0.7 -
Spain 31.2 20.7 18.3 34.8 24.9 19.8 3.6 4.2 15
Sweden 24.6 15.1 115 27.0 17.8 13.5 2.4 2.7 2.0
UK? 26.4 16.2 10.8 28.0 18.0 10.8 1.6 1.8 0.0
Mexicol? 29.1 17.0 - 30.1 22.6 - 1.0 55 -
Paraguay?3 27.7 24.6 - 31.0 21.3 - 3.3 -3.3 -

Note: 1) 2013 information is not available for Finland and Mexico; 2012 data are used for these countries.
2) 2008 information is not available for the UK and Paraguay; 2007 data are used for both countries.
3) LIS survey data are used for Mexico and Paraguay.

Source: authors’ elaboration based on administrative data for Ecuador, Ravaska (2018) for Finland, Boschini et
al. (2020) for Sweden, and Atkinson et al. (2018) for all other countries except Mexico and Paraguay, where
estimates are from Bobilev et al. (2020).

Three findings stand out when putting our results in context with evidence for other countries.
First, large differences in overall income inequality and gender disparities exist between Ecuador
and the high-income countries,'> for which results are based on administrative data, as shown in
Table 1. Nonetheless, the share of women in the top 10 per cent and top 1 per cent income groups
in 2008 and 2013 is higher in Ecuador than in any of the other countries shown here. In terms of
the share of women in the top 0.1 per cent group, Ecuador ranks third in 2013 behind Spain and
Finland. Second, Ecuador also ranks high in terms of growth in the share of women at the very
top. The share of women increased across all three groups over time, and particularly in the top
0.1 per cent group, with an increase of 2.4 percentage points, which equals an increase of nearly
15 per cent.

Finally, the comparatively high shares of women observed for Ecuador are closest to the results
found for Spain (results also based on administrative data) and for Mexico and Paraguay (based
on survey data). Breaking the data down further, we find that, in comparison with the full sample
of individuals in the top income groups, a higher share of individuals can be found in the following
three sectors combined: public administration, defence, education, health, and social work;
financial intermediation, real estate, and professional services; and wholesale and retail trade,
hotels, and restaurants (see Figure A2 in the Annex)."”” While the public sector is dominant in the
top 1 per cent group, the financial sector and trade and services are dominant in the top 0.1 per
cent group. Within these three sectors the shares of women are higher than in the other sectors of

2 Income inequality measured by the Gini coefficient amounted to 48.5 per cent in Ecuador in 2013 (INEC 2020),
compared with 33.7 per cent in Spain (the highest in our group of countries) and 22.7 per cent in Norway (the lowest
in our group) (Eurostat 2021).

" For brevity we show results for 2017 only. Results for 2008 are similar and available from the authors on request.

10



the economy (see Figure A3 in the Annex). In the public administration, education, health, and
social work sector the share of women increased from 43 per cent to 50 per cent between 2008
and 2017." In a nutshell, women are thus concentrated in sectors of the economy with the
relatively higher paying jobs, a finding similar to those of Atkinson et al. (2018) for Spain and
Norway.

4.2 Gender differences in the composition of income at the top

Next, we turn to the decomposition of total incomes for the three top income groups across time
by gender (Figure 3).

Figure 3: Gender differences in income composition for top income groups, 2008-17
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Source: authors’ elaboration based on administrative data.

" For brevity we show results for 2017 only. Results for 2008 are otherwise similar and available from the authors
upon request.
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Specifically, we decompose total income into (i) labour income, which includes employment
income and pension income; (ii) business income, which includes self-employment income; and
(iii) capital income, which includes income sources such as interests, dividends, and rents.

For both men and women, labour income accounts for the majority of total income in the top 10
per cent and top 1 per cent groups, followed by business income. Labour income makes up a larger
share and business income a smaller share for women compared with men in both groups and
across time. In 2017, labour income on average accounted for 72.4 per cent (66.8 per cent) of total
income in the top 10 per cent and for 56.0 per cent (53.0 per cent) in the 1 per cent income groups
for women (men). Over the period of analysis the share of labour income slightly increased for
the top 10 per cent group but decreased by roughly 6 percentage points in the top 1 per cent group
for both women and men.

At the same time, the importance of business income decreased for both men and women in the
top 10 per cent and the top 1 per cent. In 2008, business income accounted for around 27.1 per
cent (31.2 per cent) of total income in the top 10 per cent group and for 32.3 per cent (36.1 per
cent) in the top 1 per cent group for women (men). By 2017, these shares had decreased to 23.1
per cent (28.3 per cent) of total income in the top 10 per cent group and to 31.9 per cent (35.3 per
cent) in the top 1 per cent group for women (men).

The decrease in the share of labour and business income is offset accordingly by a strong increase
in the share of capital income across both income groups and gender. Starting from 2.8 per cent
(2.3 per cent) in 2008, the share of capital income increased to 4.5 per cent (4.9 per cent) in 2017
for women (men) in the top 10 per cent group. In the top 1 per cent group the capital income
shares increased even more markedly, more than doubling from 5.9 per cent (5.0 per cent) to 12.1
per cent (12.0 per cent) for women (men). While our period of observation is different from most
of the literature except for the study by Boschini et al. (2020), our findings are similar in that they
confirm the growing importance of capital income at the very top of the income distribution for
a developing country such as Ecuador.

While the main patterns discussed above also hold for the top 0.1 per cent income group, some
additional observations stand out. First, while in 2008 labour income was the major income source,
business income was the largest contributor to total income by 2017. Business income accounted
for 32.1 per cent (38.2 per cent) in 2008 for women (men), and for 42.8 per cent (42.5 per cent) in
2017. Second, the prevalence of capital income increased sharply from 10.5 per cent to 30.8 per
cent for women, and 11.4 per cent to 27.1 per cent for men.

Finally, Figure A4 in the Annex breaks top income groups down into mutually exclusive
combinations of the different income sources. This exercise shows that, when compared with the
full sample, fewer people rely exclusively on labour income in the top 10 per cent income group
as the combination of labour and business income is more prevalent. This observation holds even
more prominently for the top 1 per cent and top 0.1 per cent groups, while the group of taxpayers
with business and capital income but no labour income becomes more relevant. While labour
income as the sole source of income applies to less than a quarter of observations, the share of
taxpayers reporting all three types of income is the second largest subgroup in the top 0.1 per cent
group in 2017. The above patterns are similar across genders.

A closer look at capital income

As shown above, the role of capital income has become significantly more important in Ecuador
over time, a finding in line with the literature for other countries (see for example, Atkinson et al.
(2018) and Boschini et al. (2020)). Thanks to our rich data, we can explore this development in
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more detail. Specifically, we break down capital income into three components: (i) rental income;
(i) income from dividends and financial returns; and (iii) other capital income (Figure 4).

Figure 4: Gender differences in the composition of capital income for different top income groups, 2008-17
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Source: authors’ elaboration based on administrative data.

Across all the top income groups, the importance of rental income starkly decreased over time and
the share of income from dividends and financial returns increased accordingly. For women, the
ratio of rental income to income from dividends and financial returns practically reversed in the
top 10 per cent income group. In 2008, rental income accounted for 74.0 per cent (59.6 per cent)
of capital income for women (men) in that group, while in 2017 income from dividends and
financial returns accounted for 73.5 per cent (81.1 per cent). While this development is not as
marked for the other income groups, it is still pronounced. The contribution of rental income to
capital income in the top 0.1 per cent group is lower altogether, at 14.8 per cent for women and
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10.2 per cent for men for 2017 (down from 35.9 per cent and 22.6 per cent in 2008). In this context
it is also worth bearing in mind that for the top 10 per cent and top 1 per cent groups capital
income represents less than 12 per cent of total income over the period of analysis. However, for
the top 0.1 per cent group it represents around 30 per cent of total income by the end of the period
of analysis.

Compared with men, women receive a larger share of their capital income from rental income.
Nevertheless, the increasing importance of income from dividends and financial returns across
gender discussed above is even more pronounced for women than for men. While the share of
income from dividends and financial transactions more than doubled for men in the top 10 per
cent income group, it more than tripled for women.

We also analyse the extent to which average incomes from these different sources of capital income
have changed over time (see Figure A6 in the Annex). This shows that average rental incomes are
consistently higher for women than men and decrease over time for both groups. In contrast,
average dividends and financial returns increase over time and are higher for men than women in
the top 10 per cent and top 1 per cent groups. However, this gap narrows for the 0.1 per cent

group.

Finally, we use our exceptionally rich data to analyse how women shareholders differ from male
shareholders. Figure 5 presents information about majority shareholders by gender and top income
groups for 2015, the last year for which annex APS is available.

Figure 5: Majority stakeholders across income groups and gender, 2015
Panel A: Majority stakeholders, by gender and top income group
Top 10% group Top 0.1% group
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Panel B: Gender composition of majority shareholders in top income groups
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Source: authors’ elaboration based on administrative data.

Three findings stand out: First, as for capital income in general and income from dividends and
financial transactions specifically, women are less likely to be shareholders.'” This holds across the
entire distribution but becomes more evident at the top. Second, across gender the share of
majority shareholders increases with income (Figure 5, Panel A). In the top 10 per cent group only
a small share of taxpayers are majority shareholders, with 3.5 per cent of women and 5.7 per cent
of men holding 50 per cent or more of the shares of one company, although these values are higher
than in the whole distribution (2.8 per cent and 4.3 per cent, respectively). In the top 0.1 per cent
group these shares are considerably higher, at 9.1 per cent for women and 21.7 per cent for men.
Third, women are less likely to hold the majority of shares of one company than men and thus
have less influence over the companies they own shares in than men (Figure 5, Panel B). Figure
A6 in the Annex shows the same results broken down into smaller categories, reaffirming this last

finding.

5 What explains the gender gap in top incomes in Ecuador?

Which characteristics are then associated with the probability of belonging to top income groups
in Ecuador? We answer this question by illustrating gender differences in key characteristics of the
top income groups, such as education, age, marital status, and the presence of partners in top
income groups. We complement these results by estimating the probability of belonging to the top
10 per cent income groups, controlling for the wide range of variables available in our data.

"> Results not shown for brevity but available from the authors on request.
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5.1 Gender differences in age, education, marital status, and partner’s status in top
incomes

Across the full sample of taxpayers, women are more educated than men: while 51 per cent of
women have completed tertiary education, this holds for only 28 per cent of men in 2015." As
expected, we also find that educational achievement is clearly associated with belonging to a top
income group and that men and women in the top 10 per cent group are on average more educated
than those in lower income groups. Yet, educational attainment is not uniform across the top
income groups and gender. Figure 6 breaks top income groups down by three education categories
(primary or no education, secondary, and tertiary education) and gender.

Figure 6: Education level of women and men in top income groups, 2008-17

Women Men
Top 10% group Top 10% group

100%
0%
80%
0%

6%

0%

2008 2009 10 2011 20z 2013 2014 M5 2016 217 2008 2009 2010 2011 02 3 014 s e 2017

Top 1% group Top 1% group

2008 2009 2010 20011 2012 2013 214 2005 26 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Top 0.1% group Top 0.1% group
100% 100%
9P
BOR% B0R:

0%

6%

0%

1%

§ 5§

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2007 008 2009 010 2011 012 M3 2014 2015 06 2017

W Tertiary Secondary B None or primary

Source: authors’ elaboration based on administrative data.

16 Results not shown here for brevity but available from the authors on request.
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In the top 10 per cent group, the majority of women have tertiary education, and this share
increased from 59.3 per cent in 2008 to 68.0 per cent in 2017. By contrast, less than half of the
men in the top 10 per cent group have tertiary education. While the share of highly educated men
increased, this increase was less pronounced than for women (from 41.4 per cent to 46.4 per cent).
Moreover, despite a significant decline in the share of men with primary or no education, the
prevalence of this group remains higher amongst men than amongst women in the top 10 per cent
income group at the end of the period (12.1 per cent compared with 4.3 per cent).

The differences in educational attainment described above for the top 10 per cent group are
reversed in the top 1 per cent and the 0.1 per cent groups. In the top 1 per cent group the share
of men with tertiary education equals roughly 70 per cent and remains quite stable over time,
whereas the share of women with tertiary education rises from 63.7 per cent in 2008 to 70.4 per
cent in 2017. This pattern becomes even more pronounced in the top 0.1 per cent group: the share
of women with tertiary education amounts to only 54.9 per cent in 2017, a little below the 2008
level of 55.5 per cent. In contrast, men with tertiary education dominate in the 0.1 per cent income
group, representing 67.1 per cent in 2017—a slight decline from 70.5 per cent in 2008.

Our data also show that highly educated individuals at the very top received their tertiary degree
more usually from a private university than individuals in the lower part of the distribution. Women
are even more likely to have received their degree from a private institution, particularly at the very
top, half of the top 1 per cent women with high education having graduated from a private
university. This equals more than a third of all women in the top 1 per cent group."’

Age is another key characteristic and, while the age structure changes across the income
distribution, differences across gender are small (see Figure A7 in the Annex). The majority of
men and women in the top income groups are of prime working age—between 31 and 50 years.
The prevalence of this age category remains stable over time for the top 10 per cent and top 1 per
cent groups. In the top 0.1 per cent group, the 31-50 age group is also the largest, but its share
has slightly decreased over time and the 51-65 and 65+ age groups have accordingly increased
their share. In terms of gender differences, we observe that the share of young women (aged 30
and younger) is more pronounced than that of young men across all income groups but particularly
so for the top 10 per cent (18.0 per cent amongst women vs 4.2 per cent amongst men).

Across income groups married individuals are prevalent but more so among men than among
women, and particularly so at the very top (see Figure A8 in the Annex). The share of married
men decreased over the period of obsetvation in all groups, from 72.6 per cent (81.5 per cent/85.1
pet cent) to 61.3 per cent (77.0 per cent/82.6 pet cent) in the top 10 per cent (1 per cent/0.1 per
cent) group. By contrast, the share of married women developed unevenly across groups; in the
top 10 per cent group, the share of married women decreased from 54.9 per cent to 50.3 per cent,
whereas it increased from 57.6 per cent (59.5 per cent) to 58.1 per cent (62.0 per cent) in the top
1 per cent (0.1 per cent) income group.

More top-income women are single than men, with an upturn in the share of singles across men
and women but more so for women over the period of observation in the top 10 per cent and 1
per cent groups. Finally, the share of divorced men and widowers remains low and stable over
time and across income groups, representing around 8—9 per cent and 1-2 per cent, respectively,
on average. Conversely, the share of divorced women and widows is higher at around 15-18 per
cent and 3-5 per cent, with a decreasing trend over time. Like Boschini et al. (2020), we thus find
marriage to be the most common marital status for top-income women. Yet, contrary to the

7 Results for 2015. Full results not shown here for brevity but available from the authors on request.
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Swedish experience, increasingly few top income women are married; the share of single women
has increased in Ecuador between 2008 and 2017.

In addition to the information on marital status, our data allow us to match married individuals
with their partners and assess where the partner sits in the income distribution. As discussed in
Section 3.1, individuals not filing taxes are not covered in our data. Yet, such individuals typically
cither earn below the PIT exemption threshold or are inactive, unemployed, or informal workers
with likely very low or zero income. Figure 7 depicts how partners of individuals in top income
groups are spread over the income distribution, splitting the income distribution into five groups:
p0-90, p90-99, p99-p99.9, p99.9-100, and a group for those partners not filing taxes.

Figure 7: Income groups of women'’s (left) and men’s (right) partners in top income groups, 2008-17
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Source: authors’ elaboration based on administrative data.
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Figure 7 clearly shows that, compared with men, married top-income women are more likely to
have a partner belonging to a top income group as well. On average, around 45 per cent of married
women in the top 10 per cent group have a partner in the same group compared with around only
20 per cent of married men. These gender differences prevail for the top 1 per cent and 0.1 per
cent income groups, married women’s partners clustering even higher up in the income
distribution. However, the share of men in top income groups with partners also in a top income
group has increased over time (from 27.5 per cent to 34.4 per cent and from 27.7 per cent to 38.5
per cent in the top 1 per cent and top 0.1 per cent income groups, respectively), whereas the
situation of married women has remained broadly stable at a higher level."

Similarly, across all the top income groups, the share of top income men married to a partner who
does not file a tax return is substantially higher than the share of married women with a non-tax-
filing partner. In 2008, this group represented 70.9 per cent (62.7 per cent) of married men in the
top 10 per cent (0.1 per cent) group, whereas it amounted only to 42.9 per cent (38.7 per cent) of
married women in the top 10 per cent (0.1 per cent) group. While the share of non-tax-filing
partners decreased for both men and women, it remained substantially higher for married men
than women in 2017 (35.3 per cent for married women vs 58.3 per cent for married men).

5.2 Gender differences in the probability of being at the top

The descriptive analysis in the previous section highlights differences in the characteristics of men
and women in top income groups. Therefore, we now estimate probit models to look at the
characteristics associated with the probability of belonging to top income groups. Here we focus
on the probability of being in the top 10 per cent income group, as regression results for higher
income groups, i.e. the top 1 per cent and 0.1 per cent groups, are liable to be affected by small
sample bias. We include as regressors a wide range of variables available in our data, such as age
(and age squared), education (dummies for public and private tertiary education), marital status
(dummies for being married, divorced, or widowed), types of income the person receives
(dummies for combinations of labour income, self-employment income, and capital income),
sector of activity (industry dummies), region (province dummies), and whether the person has a
partner in a top income group (if the partner is present in the data).

Table 2 presents the estimated marginal effects of our probit models for 2008 and 2017, the first
and last years available for our analysis. The models are estimated separately for men and women
to assess differences in the characteristics associated with the probability of being in the top 10 per
cent group at the beginning and the end of the period of analysis. We restrict our sample to
individuals over 30 years old to mitigate the problem that information about the level of education
is based on the highest level of education achieved by March 2016 (date when SENESCYT data
were accessed), assuming therefore that individuals observed in tax records in 2008 would have
achieved by 2008 the level of education reported in 2016.

' The patterns depicted here are quite similar to the findings of Boschini et al. (2020) for Sweden despite the obviously
large differences between Sweden and Ecuador. Yet, in Sweden the concentration of women’s partners in top incomes
is even more salient, about 75 per cent of top-income women having a partner above p90.
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Table 2: Marginal effects of probit regression of the probability of being in the top 10 per cent group

Age

Age?

Secondary educ. or
lower (ref.)

Public tertiary educ.
Private tertiary educ..
Single (ref.)

Married

Divorced

Widowed

Employment income
only (ref.)
Self-employment
income only
Employment and self-
employment income,
no capital income
Self-employment and
capital income, no
employment income
Employment, self-
employment and
capital income
Wholesale and retail
trade, hotels, and
restaurants (ref.)
Agriculture and fishing

Mining, manufact.,
and utilities

Construction

Transport and
communication

Financial
intermediation, real
estate, and
professional services

Public administration
and defence,
education, health and
social work

Other

No partner or partner
in p0—90 (ref.)
Partner in p90-99
Partner in p99-100
Pseudo R?

Sample size

Note: ref. = reference category. Province dummies included in the regression. Standard errors in parentheses.

B. Men
2008 2017
Coeff. St. err. Coeff. St. err.
0.0105*** (0.000408) 0.00237*** (0.000366)
-9e-05*** (4.18e-06) -5e-05*** (3.76e-06)
ref. ref.
0.154***  (0.00133) 0.229***  (0.00124)
0.178***  (0.00218) 0.292***  (0.00213)
ref. ref.
0.128*** (0.00165) 0.116*** (0.00123)
0.109***  (0.00200) 0.105***  (0.00215)
0.0894***  (0.00393) 0.0933*+* (0.00590)
ref. ref.
0.0821*** (0.00136) 0.284***  (0.00136)
0.375*** (0.000941) 0.491**  (0.00101)
0.237***  (0.00310) 0.290***  (0.00277)
0.318*** (0.000859) 0.501*** (0.00113)
ref. ref.
-0.0378**  (0.00256) -0.0689*** (0.00206)
0.0501*** (0.00199) 0.0696*** (0.00183)
0.0575** (0.00331) -0.000184 (0.00310)
0.112*=* (0.00180) 0.0558*** (0.00199)
0.0484*** (0.00181) 0.0499**+* (0.00174)
0.217**  (0.00143) 0.253***  (0.00155)
0.105*** (0.00199) 0.0539*** (0.00215)
ref. ref.
0.0978***  (0.00237) 0.111** (0.00217)
0.127***  (0.00750) 0.171***  (0.00708)
0.188 0.238
704,803 1,141,712

*k 0<0.01, ** p<0.05, * p<0.1

Source: authors’ elaboration based on administrative data.
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C. Women
2008 2017

Coeff. St. err. Coeff. St. err.
0.0235*** (0.000592) 0.00847** (0.000467)

-0.00016*** (6.17e-06) -6e-05*** (4.85e-06)

ref. ref.
0.151** (0.00180) 0.250***  (0.00143)
0.182***  (0.00234) 0.295***  (0.00194)
ref. ref.

0.0380*** (0.00211) 0.0229*** (0.00162)
0.0712*** (0.00250) 0.0619*** (0.00225)
0.0372*** (0.00395) 0.0491*** (0.00432)

ref. ref.

-0.0372***  (0.00214) 0.239***  (0.00192)
0.379*** (0.00136) 0.477**  (0.00123)
0.184**  (0.00469) 0.224***  (0.00330)
0.332***  (0.00166) 0.483**  (0.00132)

ref. ref.

-0.0855***  (0.00472) -0.0406*** (0.00345)

-0.0143*** (0.00363) -0.0304*** (0.00292)
0.0230* (0.0122) 0.0402*** (0.00848)
0.138***  (0.00365) 0.109***  (0.00353)
0.0956*** (0.00229) 0.0970*** (0.00200)
0.145**  (0.00212) 0.177*=* (0.00181)
0.0960*** (0.00289) 0.0594*** (0.00268)

ref. ref.

0.0875*** (0.00250) 0.0978*** (0.00218)
0.0984*** (0.00461) 0.134***  (0.00425)

0.189 0.228
374,613 697,272



Our analysis shows a number of interesting findings. First, for both men and women, having
tertiary education increases the probability of being at the top and the effect of education has
increased over time. The effect of having private tertiary education on the probability of being at
the top is larger than that of having public tertiary education. Although the effect of tertiary
education has increased over time, the gap between the effect of public and private tertiary
education has widened. The result might point to a widening in the (perceived) quality of education
between public and private institutions but also to access to networks for future employment and
business opportunities.

Second, we observe gender differences in the effect of marital status on the probability of being
at the top. For men, being married is more strongly associated with the probability of being at the
top than for women, whereas the marginal effect of being divorced is larger in the case of women.
Recent research by Folke and Rickne (2020) for Sweden shows that promotion to top jobs
increases the probability of divorce for women due to stressful renegotiation of tasks in the
household or a violation of traditional social norms. It remains unclear whether this would explain
the effect observed in Ecuador, as we might expect to observe an increasing effect of divorce on
the probability of being at the top as more women have access to top jobs over time.

Third, perceiving jointly income from different sources increases the probability of being at the
top for men and women. More precisely, the categories of individuals perceiving ‘employment,
self-employment, and capital income’ and ‘employment and self-employment but no capital
income’ are associated with a higher probability of being in the top 10 per cent group and the
effect has strongly increased over time for men and women. Interestingly, perceiving self-
employment income only (compared with the reference category of employment income only) has
a negative effect on the probability of being at the top for women in 2008 but this effect has
reversed by the end of the period of analysis.

In terms of industries, public administration and defence, education, health, and social work is the
sector the most strongly associated with the probability of being at the top for men and women,
followed by transport and communication. Across genders, agriculture and fishing is the sector
that most decreases the probability of being in the top 10 per cent group. Some interesting gender
differences are observed for the sector of mining, manufacturing, and utilities, which increases the
probability of being at the top for men but has a negative effect for women. For men, working in
the construction sector had a positive and significant effect on the probability of being in the top
10 per cent group in 2008, but the effect has reversed over time.

Finally, the last rows of Table 2 show the association between having a partner who belongs to a
top income group (conditional on having a partner) and an individual’s own probability of being
in the top 10 per cent group. For both men and women, we observe a positive and significant
association between having a partner in p90-99 or p99—-100 and being in the top 10 per cent group.
The effects are slightly larger for men than for women and have increased strongly over time for
both groups. The association between a partner’s position at the top of the income distribution
and the probability of being at the top is in line with findings from recent studies. Based on
administrative data for Finland, Ravaska (2020) finds a strong association between having a spouse
at the top of the income distribution and the probability of being in the top 10 per cent group. As
in our case, Ravaska (2020) observes that the effect is larger for men than for women. Based on
survey data for the UK, Burkhauser et al. (2020) find that the probability of belonging to the top
1 per cent group is higher for individuals with a partner who belongs to the top 1 per cent group.
The association of being at the top and having a partner at the top of the income distribution
might be explained by the presence of assortative mating but also by within-family portfolio
choices (Burkhauser et al. 2020).
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6 Top income mobility and gender in Ecuador

Our analysis so far has concentrated on the gender differences in the income composition and
factors associated with being at the top of the income distribution. In this section, we exploit the
longitudinal nature of our data to assess whether and to what extent mobility at the top differs by
gender. Due to the short period available for the analysis, we concentrate on year-to-year
transitions.

Figure 8 presents year-to-year persistence rates for women and men in three discrete top income
groups: p90-99, p99-99.9 and p99.9—100. Persistence rates are defined as the percentage of
individuals in a top income group in year t who remain in this group in year t+1 (Jenderny 2016).
Figure 8 further complements these persistence rates with indicators for downward and upward
mobility that track the share of individuals moving respectively into a lower or higher ranked
income group. More precisely, for each top income group, the downward (upward) mobility
indicator shows the percentage of individuals in that income group in year t who are observed in
the income groups below (above) in year t+1.

Figure 8: Year-to-year mobility rates of women and men in top income groups, 2008-17
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Source: authors’ elaboration based on administrative data.
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Persistence rates are high, fairly similar for both women and men, and broadly stable over time in
the p90-99 and p99-99.9 groups. For the p90—p99 group, women’s persistence rates decline from
84.8 per cent to 80.9 per cent over the period of analysis, whereas men’s persistence rates fluctuate
around 81 per cent. More pronounced changes and gender differences can be observed in
persistence rates for the p99.9—100 group. At the beginning of the period, year-to-year persistence
rates amounted to 64.1 per cent for men and 54.2 per cent for women. Over time, persistence
rates increased and particularly so for women: at the end of the period, year-to-year persistence
rates amounted to 67.4 per cent (a 5 percentage points increase) for men and 66.7 per cent for
women (a 13 percentage points increase).

In terms of upward and downward mobility, women are slightly more likely to move downwards
than men, particularly in the top 0.1 per cent group. But as women’s persistence rates in this group
have slightly increased over time, as previously mentioned, the downward mobility rates between
women and men have converged to similar levels. In general, downward mobility is more prevalent
than upward mobility and most of those moving downwards usually move to the group just
below." For those in the p99.9—100 group, the probability of moving to the p99-99.9 group has
decreased over time and slightly more so for women. At the same time, women in the top 0.1 per
cent group have also experienced a greater likelihood of falling out of the top 10 per cent (i.e.
moving into the p0—90 group).

7 Conclusion

Despite recent efforts to assess gender disparities at the top of the income distribution (Atkinson
et al. 2018; Bobilev et al. 2020; Boschini et al. 2020; Ravaska 2018), evidence remains scare and
particulatly so for low- and middle-income countries. Data limitation is one of the major factors
preventing research from advancing in this area. On the one hand, household survey data are
affected by undercoverage of top incomes and small sample size problems. On the other hand,
administrative data from tax records generally do not contain information about gender and other
socioeconomic characteristics.

This paper contributes to the literature on the gender gap in top incomes using rich administrative
data from Ecuador for the period 2008 to 2017. In particular, our data allow us to look at the
evolution in the share of women in top income groups, gender differences in the composition of
income (e.g. labour income, business income, and capital income), the characteristics of women at
the top of the distribution, and gender mobility at the top. Additionally, we are able to illustrate
differences between male and female shareholders.

Our results show that, despite a significant increase in the share of women at the top of the income
distribution, women remain underrepresented in top income groups, representing 38.7 per cent in
the top 10 per cent income group and 22.8 per cent in the top 0.1 per cent income group. The
composition of total income out of labour, business, and capital income is broadly similar across
gender at the top. The prevalence of business and capital income increases at the very top, with a
substantial increase in the contribution of capital income over time. However, we observe gender
differences in the composition of capital income. Rental income is more prevalent among women,
whereas men are more likely to earn income from dividends and financial returns and to figure as
majority shareholders.

Q .
9 Results available from the authors on request.
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In terms of observable characteristics, having capital income in addition to employment and self-
employment income is associated with a higher probability of being at the top for men and women.
Having (private) tertiary education has a slightly higher effect on the probability of being at the
top for women than for men. In contrast, the effect of having a spouse who belongs to a top
income group is greater for men than women. Finally, we observe a high degree of persistence in
top incomes across gender, with around 80 per cent of individuals in the top 10 per cent group
remaining in this group from year to year.

Several directions for future research could be considered on the basis of the analysis presented in
this paper. First, more evidence is needed on the gender gap in top incomes in low- and middle-
income countries. Our analysis has put into context our results by comparing them with those of
high-income countries. For instance, the share of women in top income groups is higher in
Ecuador than in many high-income countries. Further research could confirm whether this pattern
holds for other low- and middle-income countries and discuss the factors that might explain the
observed differences. Second, gender differences in the composition of capital income in low- and
middle-income countries deserve more attention. Rental income is more prevalent among women,
which could indicate strategic income allocation among couples or households. Finally, the
determinants and mechanisms driving the probability of top-income individuals having partners
in similar ranks of the income position deserve more attention.
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Appendix

Figure Al: Mean earnings from survey data versus tax records, 2008—17 (in 2017 prices, USD)
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Source: authors’ elaboration based on ENEMDU administrative data.

Figure A2: Industry composition of the whole sample by top income groups, 2017
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Figure A3: Share of women by industry in 2017, whole sample
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Figure A4: Income categories of women and men in the whole sample and in top income groups, 2008-17
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Figure A5: Average rental incomes and dividends and financial returns, 2008-17 (in 2017 prices, USD)
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Figure A6: Average proportion of shares owned by women and men (2012-16)
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Figure A7: Age of women and men in top income groups, 2008-17
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Figure A8: Marital status of women and men in top income groups, 2008-17
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Table A1: Number of individuals included in the tax records data by level of income, 2008-17

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Below minimum wage 820,885 958,530 999,506 1,016,893 1,108,684 1,250,956 1,333,185 1,336,194 1,287,198 1,288,503
Between minimum wage and PIT 447,730 459,644 484,451 647,288 724,554 817,698 901,710 861,400 845,522 856,106
exemption threshold
Above PIT exemption threshold 649,220 691,981 738,625 864,166 931,849 994,900 1,077,035 1,120,171 1,065,382 1,118,457
Total 1,917,835 2,110,155 2,222,582 2,528,347 2,765,087 3,063,554 3,311,930 3,317,765 3,198,102 3,263,066

Source: authors’ elaboration based on administrative data.
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