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Legal Disclaimer

This work contains statistical data from HMRC which is Crown Copyright. The research datasets
used may not exactly reproduce HMRC aggregates. The use of HMRC statistical data in this work
does not imply the endorsement of HMRC in relation to the interpretation or analysis of the
information.



Motivation

• Top incomes play a key role in:

→ Entrepreneurship and innovation
Gabaix et al. (2016), Jones and Kim (2018), Aghion et al. (2019), Bell et al. (2019)

→ Growth
Lansing and Markiewicz (2018); Jones (2019)

→ Aggregate demand and savings
Auclert and Rognlie (2017, 2018); Straub (2019)

→ Response to taxation
Roine et al. (2009); Aoki and Nirei (2017); Rubolino and Waldenström (2020)

• Recent work has studied the characteristics of top earners
Bell and Van Reenen (2014); Piketty et al. (2018); Smith et al. (2019); Advani and Summers (2020)

• But unable to distinguish between natives and migrants.
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Motivation

• High skilled migrants contribute to innovation, entrepreneurship, and growth.
Kerr et al. (2016, 2017)

• Threat of migration affects top incomes across countries.
Saez and Veall (2005); Atkinson and Leigh (2008)

• Migrants could alter the composition of individuals at the top.

• Little evidence on the effects of high-skilled migration on inequality in receiving
countries.
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2. How much did foreigners account for the increase in income inequality in recent decades?
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This Paper

• We combine data on the universe of individual within the Top 1%

• And a novel strategy to identy migrants in tax records

• We provide three new empirical results:

1. Foreigners are very prevalent at the top.

2. Earnings have pushed migrants to the top.

3. Migrants account for 85 percent of the increase in the top 1% share since 1997.
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• Standard control totals for income and population.
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Measuring Migrants I

• Definition: A migrant is an individual who migrated to the UK after the age of 18.

• We exploit the structure of the National Insurance Number (NINO)

AB︸︷︷︸
prefix

−123456− C

• The prefix corresponds with a date range when NINO was assigned.

• We use archival records to link NINO prefix to year of assignment.

• Covering all years since National Insurance was introduced in 1947.
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Measuring Migrants II

• All UK children are automatically assigned a NINO at age 16.

• All migrants must apply via a separate adult registration process.

• To identify migrants, we compare year of assignment with year of birth.

• Anyone who received a NINO at age 18 or older is a migrant.
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Summary of Results

1. Foreigners are very prevalent at the top.

2. Earnings have pushed migrants to the top.

3. Migrants account for 85 percent of the increase in the top 1% share since 1997.
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Zooming in at the Top
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Almost 40% of individuals in the Top 0.01% are foreigners.



Migrants Receive More Top Share Income
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Migrants’ share of top 1% income increased by more than 50 percent. Decomposition
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Migrants Receive More Top 1% Earnings
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Top Migrants Predominantly Work in Finance, Healthcare

Advertising

Information services

Business administration

Wholesalers

Legal and accounting activities

Consulting and computer programming

Head office, Management consulting

Healthcare

Support to financial services

Financial services

0.00 0.05 0.10 0.15 0.20 0.25

Proportion of Top 1pc Individuals within group

Natives

Migrants

More than 30% of top 1% migrants work in finance. Other characteristics



Migrants Join the Top 1% at Younger Age
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Summary of Results

1. Foreigners are very prevalent at the top.
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Top Share Growth Accounting

• Decompose the top share into a native and migrant share:

St = Sn
t + Sm

t

• The growth rate:
St+N − St

St
=

Sn
t+N − Sn

t

St
+

Sm
t+N − Sm

t

St



Migrants Account for Most of the Increase
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Migrants’ Contribution to Top 1 Growth Steadily Increased
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Discussion

Summary

• Foreigners are very prevalent at the top.

• Earnings have pushed migrants to the top.

• Migrants account for 85 percent of the increase in the top 1% share since 1997.

Open Questions

• What are the factors that influece foreigners’ decision to migrate?

• What are the consequences on local and national economy of high income migrants?



Thank you!
lorenzopessina.com

https://lorenzopessina.com
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Migrants Have Become More Prevalent
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• The trend is driven by an increase in number of migrants at the top.

• Average income of migrants remained stable, relative to natives.

Back



Earnings vs. Investment: Top 0.1
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Earnings vs. Investment: Top 0.01
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Age Distribution: Stayers
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Age Distribution: Overall
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Growth Contribution: Top 0.1
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Growth Contribution: Top 0.01
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Growth Contribution: Top 0.001
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