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Shapley value decomposition 

Now we turn from the explanation of wealth levels of household to the explanation of wealth inequality 

levels in individual countries by applying the Shapley value approach to inequality decomposition. Figure 1 

presents the decomposition results for net household wealth. First we see that the Gini index calculated 

from the predicted values of the wealth generating function is somewhat higher to the one based on the 

original wealth data on households. In the case of France wealth inequality is overestimated by about 10%, 

for Poland by about 35%. Looking into the detailed results for net wealth by quantiles, we can detect that 

the highest relative differences between predicted and original values are between the 40th and 60th 

percentile for most countries. Here we tend to underestimate the levels of net wealth. Thus the cross-

country comparisons of absolute contributions of explanatory variables to the Gini coefficient have to be 

interpreted with care, while the comparison of the shares in the explained (calculated) inequality (see 

Figure2) is less problematic. 

 

Figure 1 

 
 

From the explanation of the methodology above one can derive that the extent to which an explanatory 

factor or variable contributes to the Gini coefficient depends, first, on the dispersion of wealth between the 

household subgroups being defined by the characteristics described by the variables and, second, on the 

shares of the subgroups in the total population. In our case in order to keep the computing time of the 

Shapley value analysis tolerable we collapsed the effects of the individual types of bequests and gifts and 

the effect of expected inheritance to the explanatory factor inheritance and gifts; the factor household age 

includes the variables household age and household age2; household structure includes the effect of both 

the variables number of adults and number of children and the explanatory factor marital status comprises 

the effect of all three dummy variables for single, widowed and divorced reference persons of households. 
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