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Figure II1.1.12: Rentier Income Share in Turkey, Iceland, and Greece 1979-1999
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1I1.2 Components of Rentier Income Share

This section presents rentier income share broken into its components of financial sector profit and
interest receivable by non-financial non-government resident institutional units as well as non-financial
sector profit by country. Non-financial sector entrepreneurial income share data are included in this
section for comparison to the financial sector profit share data. The data are presented in this section in
both graphical and tabular format. See Appendix III for the data used to create the tables and figures.

For a number of countries, rentier income share appears alone. This is because no data on interest
receivable by non-financial non-government resident institutional units were available. For these
countries, rentier income share has been defined as financial sector profit share only interest receivable
data were not available. For these countries, rentier income share is shown alone. This allows for easy
viewing of the rentier income share data that are available for each individual country. Likewise, for a
number of countries, non-financial sector profit share data were not available. Data on non-financial
sector profit share do not appear in the figures for those countries for which non-financial sector profit
share data were not available.

The countries appear in alphabetical order.
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Table II1.2.1: Components of Rentier Income and Non-Financial Sector Profit Share: Australia 1968-1999

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share 6.67 7.92 14.50 12.97
Financial Sector Profit Share 1.70 1.41 1.64 3.93
Non-Financial Sector Profit Share 12.66 8.10 5.24 7.91
Interest Income Share 4.97 6.50 12.87 9.04

Percentage Change in Decade Averages

1960's-1970's  1970's-1980's  1980's-1990's

Rentier Income Share 0.19 0.83 -0.11
Financial Sector Profit Share -0.17 0.16 1.41
Non-Financial Sector Profit Share -0.36 -0.35 0.51
Interest Income Share 0.31 0.98 -0.30

Figure II1.2.1: Components of Rentier Income and Non-Financial Sector Profit Share: Australia 1968-1999
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Share of GDP

Table II1.2.2: Rentier Income and Non-Financial Sector Profit Share: Austria 1987-1999

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share --- --- 8.53 5.55
Financial Sector Profit Share - --- 8.53 5.55
Non-Financial Sector Profit Share - --- - 13.49
Interest Income Share --- --- --- ---

Percentage Change in Decade Averages 1960's-1970's  1970's-1980's  1980's-1990's
Rentier Income Share --- - -0.26
Financial Sector Profit Share --- --- -0.35

Non-Financial Sector Profit Share — .

Interest Income Share — .

Figure II1.2.2: Rentier Income and Non-Financial Sector Profit Share: Austria 1987-1999
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Table I11.2.3: Components of Rentier Income and Non-Financial Sector Profit Share: Belgium 1970-1999

Decade Averages

1960's 1970's 1980's 1990's
Rentier Income Share --- 11.69 21.81 21.28
Financial Sector Profit Share --- 2.84 5.92 6.52
Non-Financial Sector Profit Share - 11.66 12.92 14.66
Interest Income Share --- 8.85 15.89 14.75

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share

--- 86.6% -2.4%
Financial Sector Profit Share --- 108.9% 10.2%
Non-Financial Sector Profit Share --- 10.8% 13.5%
Interest Income Share --- 79.5% -7.1%

Figure II1.2.3: Components of Rentier Income and Non-Financial Sector Profit Share: Belgium 1970-1999
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Share of GDP

Table I11.2.4: Components of Rentier Income Share: Canada 1982-1999

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share --- - 12.22 13.15
Financial Sector Profit Share - - 0.56 0.83
Non-Financial Sector Profit Share - --- --- -
Interest Income Share --- --- 11.66 12.32

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share --- - 7.6%
Financial Sector Profit Share --- --- 50.2%
Non-Financial Sector Profit Share - -—- -
Interest Income Share -—- -—- 5.6%
Figure I11.2.4: Components of Rentier Income Share: Canada 1982-1999
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Table I11.2.5: Rentier Income Share: Czech Republic 1993-1999

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share --- - --- -0.64
Financial Sector Profit Share --- - --- -0.64

Non-Financial Sector Profit Share

Interest Income Share

Percentage Change in Decade Averages

1960's-1970's  1970's-1980's  1980's-1990's

Rentier Income Share

Financial Sector Profit Share

Non-Financial Sector Profit Share

Interest Income Share

Figure II1.2.5: Rentier Income Share:
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Table II1.2.6: Components of Rentier Income and Non-Financial Sector Profit Share: Denmark 1971-1999

Decade Averages

1960's

1970's 1980's 1990's
Rentier Income Share - 11.44 12.28 11.75
Financial Sector Profit Share - 8.29 9.88 8.87
Non-Financial Sector Profit Share --- --- 6.45 16.05
Interest Income Share --- 3.15 2.40 2.88

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share - 7.4% -4.3%
Financial Sector Profit Share - 19.1% -10.2%
Non-Financial Sector Profit Share --- - 149.0%
Interest Income Share --- -23.7% 20.0%

Figure I11.2.6: Components of Rentier Income and Non-Financial Sector Profit Share: Denmark 1971-1999
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Table II1.2.7: Components of Rentier Income and Non-Financial Sector Profit Share: Finland 1960-2000

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share 5.61 6.04 6.58 8.75
Financial Sector Profit Share 3.16 3.06 1.66 2.71
Non-Financial Sector Profit Share 14.28 7.37 6.72 10.56
Interest Income Share 2.45 2.98 4.92 6.04

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share 7.7% 8.9% 33.0%
Financial Sector Profit Share -3.1% -45.8% 63.1%
Non-Financial Sector Profit Share -48.4% -8.8% 57.2%
Interest Income Share 21.6% 65.0% 22.8%

Figure II1.2.7: Components of Rentier Income and Non-Financial Sector Profit Share: Finland 1960-2000
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Table II1.2.8: Components of Rentier Income and Non-Financial Sector Profit Share

: France 1970-1999

Decade Averages 1960's 1970's 1980's 1990's
Rentier Income Share - 6.24 10.62 21.19
Financial Sector Profit Share -—- 2.44 4.45 14.45
Non-Financial Sector Profit Share --- 6.39 5.97 11.07
Interest Income Share --- 3.79 6.18 6.73

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share - 70.3% 99.4%
Financial Sector Profit Share - 82.0% 225.0%
Non-Financial Sector Profit Share --- -6.7% 85.6%
Interest Income Share --- 62.8% 9.0%

Figure II1.2.8: Components of Rentier Income and Non-Financial Sector Profit Share: France 1970-1999
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Table I11.2.9: Components of Rentier Income and Non-Financial Sector Profit Share: Germany 1960-1999

Decade Averages

1960's

1970's 1980's 1990's
Rentier Income Share 2.98 5.02 7.83 7.43
Financial Sector Profit Share 2.57 4.21 6.63 6.31
Non-Financial Sector Profit Share 16.23 12.09 9.80 11.16
Interest Income Share 0.41 0.81 1.20 1.12

Percentage Change in Decade Averages

1960's-1970's

1970's-1980's

1980's-1990's

Rentier Income Share 68.3% 56.1% -5.1%
Financial Sector Profit Share 64.0% 57.6% -4.8%
Non-Financial Sector Profit Share -25.5% -19.0% 14.0%
Interest Income Share 94.3% 48.5% -6.2%

Figure II1.2.9: Components of Rentier Income and Non-Financial Sector Profit Share: Germany 1960-2000
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Figure IV.2.2: Rentier Income Share in Norway, United Kingdom, and Germany 1981-1997
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Rentier income share in France conforms to the pattern of relative stability in the 1980°s and relative
volatility in the 1990’s. Before the inclusion of capital gains on financial assets, rentier income share in
France was low up until the mid-1990’s, when it spiked to about 50% of GDP. After capital gains on
financial assets are added, rentier income share hovers between 20% and 60% of GPD. After 1990,
rentier income share is between -80% and about 60% of GDP. The trend of France is generally negative
in the 1990’s, in stark contrast to the trend before the inclusion of capital gains on financial assets.
Rentier income share in Denmark generally declined over the reporting period as well. Rentier income
share not including capital gains in Denmark declined, and while rentier income share including capital
gains declined over the period 1995-1999, the losses here are smaller in magnitude. See Figure [V.2.3.
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Figure IV.2.3: Rentier Income Share in France and Denmark 1981-1999
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Rentier income share in Australia and Canada remains relatively constant after the inclusion of capital
gains on financial assets. Rentier income share in Canada remains between 30% and 40% of GDP with
the exception of 1982 and 1983. Before the inclusion of capital gains on financial assets, rentier income
in Canada remained around 15% of GDP. Surprisingly, capital gains on financial assets do not make
rentier income share in Canada volatile. Rentier income share in Australia before the inclusion of capital
gains on financial assets rose until 1989 when it peaked, and fell thereafter. After the inclusion of capital
gains on financial assets, rentier income share fell until 1994, when it picked up to reach 40% at the end
of the reporting period. See Figure 1V.2.4.
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Figure 1V.2.4: Rentier Income Share in Australia and Canada 1982-1998
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Rentier income share including capital gains on financial assets in Sweden, Italy, and Portugal rose during
the 1990’s. It was especially volatile in Sweden, where it ranged between 10% and 65% of GDP. Rentier
income share in Italy ranged between 20% and 45% of GDP. Rentier income share in Portugal rose
during the three years for which it was reported. See Figure IV.2.5.
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Figure IV.2.5: Rentier Income Share in Sweden, Italy, and Portugal 1991-1999

70

—*=SWEDEN 7\
60 — S ITALY

— PORTUGAL

W e—

. //\\v _—
— / N

//\\/
e

W
(e

N
(e

W
(e

[\
(=]

Rentier Share (Rentier Income as a Share of
GDP + Capital Gains on Financial Assets)

10 x
0
1991 1992 1993 1994 .. 1995 1996 1997 1998 1999

Rentier income share including capital gains on financial assets in Korea fell during the early- and mid-
1980’s, rose in the late 1980’s, fell in the early 1990’s and rose again in the late 1990’s. Rentier income
share fell again in 1998, but this is most likely the result of the Asian financial crisis. See Figure IV.2.6.
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Figure IV.2.6: Rentier Income Share in Korea 1981-1999
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1V.3Individual Country Figures with Capital Gains on Financial Assets

This section presents rentier income share including capital gains on financial assets broken into its
components of financial sector profit, interest receivable by non-financial non-government resident
institutional units, and capital gains on financial assets all as shares of GDP. The data are presented in
this section in graphical format only. See Appendix III for the data used to create the tables and figures.

The countries appear in alphabetical order.
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Share of GDP + Capital Gains on Financial Assets

Figure IV.3.1: Components of Rentier Income Including Capital Gains: Australia 1989-1998
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Share of GDP + Capital Gains on Financial Assets

Figure IV.3.2: Components of Rentier Income Including Capital Gains: Belgium 1981-1999
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Share of GDP + Capital Gains on Financial Assets

Figure 1V.3.3: Components of Rentier Income Including Capital Gains: Canada 1982-1998
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Figure IV.3.4: Components of Rentier Income Including Capital Gains: Denmark 1995-1999
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Share of GDP + Capital Gains on Financial Assets

Figure 1V.3.5: Components of Rentier Income Including Capital Gains: France 1981-1997
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Figure IV.3.6: Components of Rentier Income Including Capital Gains: Germany 1981-1996
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Figure IV.3.7: Components of Rentier Income Including Capital Gains: Italy 1992-1999
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Share of GDP + Capital Gains on Financial Assets

Figure IV.3.8: Components of Rentier Income Including Capital Gains: Korea 1981-1998
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Share of GDP + Capital Gains on Financial Assets

Figure IV.3.9: Components of Rentier Income Including Capital Gains: Norway 1981-1995

—©—Rentier Income

50

—*—Financial Sector Profits I
— Interest, Receivable
/\ —— Capital Gains on Financial Assets

40

30 ¢

74 \

20

81 1983 1985 1987 1989 1991 1993 1995
Year

- 66 -



40

Share of GDP + Capital Gains on Financial Assets
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Figure IV.3.10: Components of Rentier Income Including Capital Gains: Spain 1981-1998
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Share of GDP + Capital Gains on Financial Assets

Figure IV.3.11: Components of Rentier Income Including Capital Gains: Sweden 1991-1998
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Figure IV.3.12: Components of Rentier Income Including Capital Gains: United Kingdom 1981-1995
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Figure IV.3.13: Components of Rentier Income Including Capital Gains: United States 1981-1999
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V. SUMMARY AND CONCLUSIONS

This paper has presented the first estimates of rentier share of income, with and without capital gains, for
a large set of OECD countries for the period 1960-2000. Generally they show that rentier shares increased
dramatically in most countries between the first two decades and the second two decades of the period.
These data are thus consistent with the views that owners of financial assets and firms have gained
relative to other groups in society during the last several decades in many countries. When capital gains
are included, the estimates become much more volatile, but for some countries, such as the United States,
the inclusion of capital gains magnifies and lengthens the increase of rentier share, well into the late
1990's.

These data can serve researchers as an empirical foundation for research concerning the causes and
effects of variations in rentier shares of income. Some of this research is underway or has been already
completed. Interesting questions along these lines include: What are the determinants of the variations in
rentier income? For example, to what extent do changes in inflation, interest rates, and macroeconomic
policy and financial liberalization affect rentier income? (See for example, the initial work by Epstein and
Power, 2003). What is the impact of increases in rentier shares on investment and economic growth (see
for example the work by Stockhammer, 2000; Power, 2003). Do changes in rentier incomes reflect
changes in the political power of rentier groups? (e.g. Dumenil and Levy, 2001; Epstein, 2001) We hope
that these data help researchers answer these and other important questions concerning the relationship
between macroeconomics, finance, political economy and income distribution.
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Appendix’: Methods and Sources

Because several methods were used to compute each of two different data series, each method of data
compilation is labeled according to the series to which it pertains and its degree of reliability. This is
done for ease of explanation and also to provide a rating system of sorts that can be used easily to convey
the relative reliability of an individual datum. Methods used to compile rentier income share data are
labeled R and a number 1, 2, or 3. The most reliable data are given a designation 1, and the least reliable
data, a designation 3. Methods used to compile corporate non-financial sector profit share data are
labeled NF and a number 1 or 2. Again, the most reliable are given the designation 1. Data computed
using the same number were computed based on data taken from the same source. For example, the
original data for the rentier income share component financial sector profit computed using Method R1
and its analogous non-financial sector data series computed using Method NF1 were taken from the same
source, the OECD National Accounts Vol. IT, 2001 Edition.?

Several methods were used to calculate rentier income share and corporate non-financial sector profit
share data for each country because of differing availability of data between countries. Methods R1 and
NF1 uses the 2001 revision of the National Accounts Vol. II data published by the OECD. These national
accounts data contain the most comprehensive information. In addition, the 2001 edition contains the
latest revision of these data, and the data were reported using the newest accounting system. It is for
these reasons that data computed using Methods R1 and NF1 should be considered the most reliable.
Methods R2 and NF2 use the 1997 revision of the national accounts data published by the OECD. These
data are equally comprehensive, but of an earlier revision, which made for considerable differences in
many of the series. In addition, the older accounting system was used. No documentation for this
accounting system exists, although System of National Accounts 1993 mentions differences between the
new and old systems in places throughout the volume.” This method is considered the second most
reliable method because of the comprehensiveness of coverage by the national accounts. Method R3 uses
data on bank profits data, also published by the OECD'’, in addition to the national accounts data in the
computation of rentier income share. This method should be considered the least reliable because of its
narrow coverage of financial institutions. The following sub-sections describe Methods R1, R2, R3, NF1,
and NF2 in greater detail.

Rentier income share is also calculated with capital gains on financial assets data in addition to financial
sector profits and interest receivable. Series that include capital gains are calculated using the same
methods described below except that capital gains on financial assets are added to both rentier income
share and to GDP. A description of the calculations of capital gains on financial assets is found in sub-
section V.3. Appendix II gives additional information for individual countries not supplied in this
section.

7 For more detailed country information, see Power, Epstein and Abrena, "Individual Country Notes" which can be
found at: www.umass.edu/peri/

¥ Organization for Economic Co-operation and Development, National Accounts Volume II: Detailed Tables, (Paris:
OECD, 2001).

? Commission of the European Communities, International Monetary Fund, Organization for Economic Co-
operation and Development, United Nations, World Bank, System of National Accounts 1993 (New York: United
Nations, 1993), passim.

' Organization for Economic Co-operation and Development, Bank Profitability: Financial Statements of Banks,
(Paris: OECD, 2001).
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A. Rentier Income Share Data

A.1 Method R1: Highest Quality Rentier Income Share Data

All data was taken from the 2001 edition of the National Accounts Tables Volume II published by the
OECD. The 2001 edition of the National Accounts Tables utilizes the accounting system described in the
System of National Accounts 1993."" Entrepreneurial income is used as a measure of profits for the
corporate financial sector. Entrepreneurial income is “a concept that is close to the concept of profit and
loss as understood in business accounting.”'* Entrepreneurial income was calculated by summing
property income and operating surplus for the financial sector and then subtracting reinvested earnings on
foreign direct investment, property income attributed to insurance policy holders, interest payable, and
rents payable for the financial sector. In the 2001 edition of the OECD National Accounts, the sum of
property income and operating surplus is called the total resources of the Allocation of Primary Income
Account (Account I1.1.2). In this edition of the National Accounts, property income includes reinvested
earnings on foreign direct investment and property income attributed to insurance policy holders. Both of
these items were subtracted from property income before performing any calculations. This was done
because reinvested earnings on foreign direct investment are already included as part of property income.
The “actual distributions [of reinvested earnings on foreign direct investment] may be made out of the
entrepreneurial income of direct foreign investment enterprises in the form of withdrawals of income
from quasi-corporations.”"® Property income attributed to insurance policy holders was subtracted
because the authors wish to include income only from financial activities and not insurance. This
subtraction allowed the 2001 edition to achieve consistency with the 1997 edition of the National
Accounts, which does not include either of these items in its counterpart series, property and
entrepreneurial income.'* The 1997 edition of the National Accounts is used to complement data from the
2001 edition. Note that entrepreneurial income calculated in this way includes entrepreneurial income
received by the central bank, except in countries where the central bank is controlled by the government
“as a matter of policy.”"” In this case, entrepreneurial income realized by the central bank would be
included with the government accounts, and it would not enter into the entrepreneurial income
calculations for the corporate financial sector. Refer to the SNA 1993 handbook for further information
on individual countries.

Rentier income share was calculated in two ways. The first is by adding to entrepreneurial income
interest income realized by the rest of the economy (excluding government). The second is by adding to
entrepreneurial income and interest income realized by the rest of the economy (excluding government)
capital gains on financial assets realized by the rest of the economy (excluding government). Rentier
income share was calculated in these two ways because capital gains are typically not included in
estimates of GDP, which serves as the denominator of our measure of rentier income share. Therefore, if
capital gains are to be included with rentier income share, then the denominator must include capital gains
as well as GDP. Interest income realized by the rest of the economy is defined as the sum of interest
receivable for the corporate non-financial sector, the household sector, and the non-profit institutions
serving households (NPI) sector.

Rentier share is defined as rentier income share as a share of GDP measured according to the expenditure
approach less government sector GDP. GDP is defined as “the sum of gross values added at basic prices

! United Nations, 1993, Section 7.18

12 United Nations, 1993, Section 7.18.

* United Nations, 1993, Section 7.120.

' The figures are revised for each edition of the accounts. After subtracting these two items, the overlapping figures
for Japan were the same, although other countries’ series differed significantly.

15 United Nations, 1993, Section 4.86-4.87.

=72 -



plus all taxes less subsidies on products.”'® It includes all foreign transactions by resident institutional
units."” In countries where the central bank is separated from the central government, GDP includes gross
product originating from the central bank; otherwise any gross product originating from the central bank
was included in the government sector and was subtracted out. Thus, for any given country, the activities
of the central bank are either completely included or completely excluded from the rentier income share
calculations. Given the current availability and the nature of the accounting system, it is not possible to
separate out either the entrepreneurial income realized by the central bank or the gross product originating
from the central bank. Thus in countries where the central bank is included as part of the corporate non-
financial sector, it necessary to consider the importance of the country’s central bank when using these
rentier data in an analysis.

A.2. Method R2: Higher Quality Rentier income share Data

All data was taken from the 1997 edition of the National Accounts Tables published by the OECD. The
accounting system used in the 1997 edition is different from the system used in the 2001 edition.
Documentation for the 1997 edition is not available, but the SNA 1993 handbook does in places outline
differences between the two systems, and the line items are usually similar enough to interpret the older
accounting system. The older system analogue to property income in the newer system is property and
entrepreneurial income. Entrepreneurial income is calculated the same way as in the newer system,
namely by adding to property and entrepreneurial income operating surplus and subtracting from it
interest payable and rents payable. Property and entrepreneurial income does not include reinvested
earnings on foreign direct investment and property income attributed to insurance policyholders. As with
the 2001 edition, the 1997 edition includes the central bank as part of the corporate financial sector except
in countries were the central bank is separated by law from the central government.

Rentier share is defined as rentier income share as a share of GDP measured according to the expenditure
approach less government sector GDP. GDP is defined as “the sum of gross values added at basic prices
plus all taxes less subsidies on products.”'® In countries where the central bank is separated from the
central government, GDP includes gross product originating from the central bank; otherwise any gross
product originating from the central bank was included in the government sector and was subtracted out.
Thus, for any given country, the activities of the central bank are either completely included or
completely excluded from the rentier income share calculations. Given the current availability and the
nature of the accounting system, it is not possible to separate out either the entrepreneurial income
realized by the central bank or the gross product originating from the central bank.

A.3. Method R3: High Quality Rentier income share Data

Data on profits were obtained from the 2000 edition of the OECD publication Bank Profitability:
Financial Statements of Banks."® Banks are defined differently for different countries, but in general,
banks are defined as “institutions which primarily take deposits from the public at large and provide
finance for a wide range of purposes.”® The methodological handbook that accompanies this series,
Bank Profitability: Methodological Country Notes,”" gives detailed information for each country on the
precise definition of a bank and its activities. Note that in nearly all OECD countries, banks are engaged
in a multitude of financial activities. Thus the use of bank profits as a measure of the profits of financial
intermediaries is not at all limiting for the estimation of a country’s rentier income share. These series

16 United Nations, 1993, Section 6.237.

17 United Nations, 1993, Section 6.239.

18 United Nations, Section 6.237.

' OECD, 2001..

20 OECD, 2001, 3.

2! Organization for Economic Co-operation and Development, Bank Profitability: Methodological Country Notes,
(Paris: OECD, 2000).
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include profits of domestically owned subsidiaries operating in other countries, but do not include the
profits of foreign-owned subsidiaries operating domestically.

Rentier income share is calculated by adding to profits after taxes interest income realized by the rest of
the economy and, in the second measure only, capital gains on financial assets realized by the rest of the
economy. For consistency, the measure of interest income realized by the rest of the economy is defined
as in the methods described above. These data were taken from the OECD National Accounts tables.
The 2001 edition was used primarily, and the 1997 edition was used for data not available in the 2001
edition.

B. Corporate Non-Financial Sector Data

B.1. Method NF1: Highest Quality Corporate Non-Financial Sector Data

These data were compiled using the 2001 edition of the OECD National Accounts. As for the corporate
financial sector profit component of rentier income share, entrepreneurial income used as a measure of
profits for the corporate non-financial sector. Entrepreneurial income in the non-financial sector were
computed in the same way as in the financial sector. Property income, receivable was added to operating
surplus for the non-financial sector, and from that reinvested earnings on foreign direct investment,
receivable; property income attributed to insurance policy holders, receivable; interest payable; and rents
payable were subtracted out. For more information on entrepreneurial income, see the explanation of
Method R1.

B.2. Method NF2: Higher Quality Corporate Non-Financial Sector Data

Data on corporate non-financial sector profits were compiled using the 1997 edition of the OECD
National Accounts. As for the corporate financial sector profit component of rentier income share,
entrepreneurial income used as a measure of profits for the corporate non-financial sector.
Entrepreneurial income in the non-financial sector were computed in the same way as in the financial
sector. The older system analogue to property income in the newer system is property and entrepreneurial
income. Entrepreneurial income is calculated the same way as in the newer system, namely by adding to
property and entrepreneurial income operating surplus and subtracting from it interest payable and rents
payable. Property and entrepreneurial income does not include reinvested earnings on foreign direct
investment and property income attributed to insurance policyholders. For more information on property
and entrepreneurial income, see the explanation of Method R2.

C. Capital Gains on Financial Assets

Capital gains on financial assets are a component of rentier income share as it has been defined in this
paper. Data presented in section III: Rentier income share Not Including Capital Gains on Financial
Assets and in section IV Rentier income share Including Capital Gains on Financial Assets are identical
except for the addition of capital gains on financial assets to the numerator and the denominator.

A time series of capital gains on financial assets is not available for any country in our sample. Thus, we
construct a simple equation in which we theorize that new investment in financial assets (or new issues of
financial assets) is a fraction of total saving in an economy. This fraction is the ratio of stock of financial
assets in an economy to the total wealth of the economy. Total wealth is equal the stock of financial
assets plus physical capital stock in an economy. Thus, capital gains on financial assets were calculated
according to Equation IV.1 reproduced here.
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FA
CG=FA, —FA,_ -8, *———
FA, +K,

where CG = capital gains on financial assets
FA = stock of financial assets
S = gross savings
K = gross capital stock

Stock of financial assets data were obtained from the OECD Institutional Investors Yearbook 2001
edition. Stock of financial assets includes stocks and bonds owned by non-government resident
institutional units. Gross savings data were obtained from the OECD National Accounts I 2001 Edition.
These data were calculated by first adding net saving and consumption of fixed capital for both the total
economy and the government sector to obtain gross saving for the whole economy and government
sector. Then gross saving of the government sector was subtracted from gross saving of the whole
economy, to arrive at gross saving of non-government resident institutional units. Gross capital stock
data were obtained from the Vikram Nehru and Ashok Dhareshwar dataset available online at the World
Bank at http://www.worldbank.org/research/growth/ddnehdha.htm. This dataset includes gross capital
stock of an economy, and spans the period 1950-1990 for the countries of interest in this paper. After
1990, the capital stock series were continued by adding gross investment in year ¢ to the gross capital
stock datum in year #-1. Gross investment data were obtained from the OECD National Accounts I1 2001
Edition. Gross investment is the total gross investment of an economy less the gross investment of the
government sector.

For information pertaining to an individual country, refer to the companion article “Technical Appendix

and Country Notes To: Trends in the Rentier Income Share in OECD Countries, 1960-2000.”
www.umass.edu/peri.
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