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RESPONSES TO REVIEWER 1 

 

We are very grateful for your careful reading of the paper and for your comments and 
suggestions. We have thoroughly reviewed the entire manuscript, taking into account all 
the suggestions made by the reviewers and Editor, and we have now prepared a new 
version which, we believe, introduces substantial improvements over the previous version. 

The following considerations detail how we have incorporated your comments into the new 
version: 

1.  Following your recommendation, we have shortened the literature review. We have used 
this opportunity to update some of the references, cited as working papers in the previous 
version of the paper, which have already been published in journals. 

2. On pages 5 and 6 of the new version we explain in detail the differences between our 
research and the paper by Agrawal and Foremny, completing the discussion in the previous 
version of the paper. In particular, we explain how the information provided by the IRPF 
Panel (which is the database we use) allows us to identify more precisely the taxpayers in 
the highest income brackets. The database used by Agrawal and Foremny (2019) only 
provides information on labour and self-employment income, but not on income from 
movable capital, real estate and capital gains, which constitute a very significant percentage 
of the income of the richest: 30% of the tax base of the top 1% and 42% of that of the top 
0.1%, according to our database.  

When discussing the results obtained in our paper, we also emphasize the additional 
evidence we provide to that obtained by Agrawal and Foremny: “In conclusion, our 
estimates have confirmed the importance of regional differences in Spanish IRPF in the 
location choice of the richest taxpayers, first documented by Agrawal and Foremny (2019), 
but have also shown the significant effect that the IP and ISD have on these decisions. Our 
research has also highlighted the relevance of the Community of Madrid as a destination 
region of the richest taxpayers. Finally, this paper has found some particularities in the 
behaviour of taxpayers in the top 0.1%, which reinforces the importance of taking into 
account all incomes (wage, business and capital) to properly identify the richest taxpayers” 
(page 24). 

3. As explained on pages 14-15, DIFCAPITALTAXATION is calculated as the difference 
between tax rates: “Finally, we obtain the variable DIFCAPITALTAXATION, as the difference 
between the aggregated average capital tax rate for a taxpayer in 2011 if still resident in the 
same region as in 2006, and the aggregated average capital tax rate for that taxpayer in the 
remaining regions for the same year, 2011”. Below, to illustrate the process, we detail how 
we have calculated this variable for a taxpayer resident in the Autonomous Community of 
Andalusia: 
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 Capital Income (savings tax base):       1,732.05 
  Individual Net Wealth (simulated using equation A1 shown in Annex A)     950,498 
 Individual Net Wealth Tax Base (in Andalusia there is a free tax allowance of 700,000 euros in 2011)   250,498 
 IRPF Savings Tax Liability (2011)           363.72 
 IP Tax Liability (2011)            642.79 
 Aggregate capital taxation (2011)       1,006.51 
 (1) Aggregate average capital tax rate         58.11% 
 (2) Aggregate average capital tax rate in the remaining regions in 2011      52.62% 
 DIFCAPITALTAXATION = (1) - (2)            5.49% 
 

4. Following your recommendation, we have further investigated how demographic and 
fiscal variables interact. Although we have not obtained any results for the DESCENDANT, 
SINGLE and SINGLEPARENT variables, we have found a significant coefficient in some 
estimates for the coefficients of the interaction of AGE with DIFCAPITALTAXATION and 
NONWAGE. The inclusion of these variables does not modify the results obtained for the 
remaining variables (in terms of significance and sign of their coefficients), but it does 
improve the aggregate significance of the models, and help us to better explain the 
behaviour of the top 0.1%. Accordingly, in the new version of the paper we modify table 7 
and extend the discussion of the results.  

  


