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SUMMARY

The gcél of this working paper is to show the macro ecornomic
importance o©of in-kind (nonmonetary) income and to work out the
criteria Ffor a persconal imputing. We can sth how the elements of
nomnmonetary income (including tax subsidies in selected areas)
with predominantly private goods character are limited to a few
funct;ons and institutions in the Federal Repuhlic of Germany. The
emphasis is on public or quési-public (social  insurance) trans-—

Fers.

In health carse, the most important area, statutory health
insurance with the dominant insurance principle stands out. Here,
-total costs should be imputed on an equal per-capita basis. In the
afea of public .educatinn, the imputing of costs of the réspecta—
tive level of education an the hasis of individual usage is
suggested., In the third important functional area, housing, there
are primarily indifect in-kind = transfers <(tax subsidies and
measures to promote housing). It seems that imputing is not to be

recommended because of theoretic and methodic problems.

Firmally, the inclusion ©of the elements of nonmonetary income in
the analysis of Ehe distribution of persbnal income should give a
clearer picture of the material well-being of the population,
although the consistence problems, in particular because of dif-
Ferent " valuation concepts (market value vs. cost of exbenditures)

must be considered.
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2ZUSAMMENF ASSUNG

Ziel des vorliegenden Arbeitspapieres ist die Darstellung der
gesamtwirtschattlichen Bedeutung realer (nicht—-monetdrer) kinkom-
menskomponenten und die Herausarbeitung von Kriterien ftdr eine
personenbezogene Zuordnung. Es wird deutlich, dag nicht-monetdre
Einkommenselemente (unter Einbeziehung von Steuerverginstigungen
far ausgewéhlfe Bereiche) mit vorwiegend privatem Gutscharakter in
der  Hundesrepublik . Deutschland auf wenige Funktionen und
Institutionen beschrankt sind. Das Hauptgewicht liegt auf o&ffent-

lich oder gquasi-sffentlich (Sozialversicherung) erbrachten Real -

leistungen.

lm Gesundheitswesen, dem bedeutendsten Jleilbereichs tritt die

"gesetzliche Krankenversicherung mit dem dominierenden Versi-

cherungsprinzip hervor. Hier bietet sich eine <Zurechnung der
Gesamtausgaben nach pre Kopf gleichem Versicherungsanspruch an.
Fir den offentlichen Hildungsbereich wird eine <Zurechnung der
Kosten der jeweiligen Ausbildungsstufe mnach der individuellen
Inanspruchnahme vorgeschlagen. Im dritten wesentlichen Funk-
tionsbereich, dem Wohnungswesen, mit vorwiegend indirekten
Realleistungen (Steuervergﬂnstigdngen und Ma@nahmen des Sozialen

Nohnungsbaus) erscheint eine Zurechnung wegen theoretischer und

"methodischer Einwdnde nicht ratsam.

Letztlich soll die Etinbeziehung von nicht—mcnetéren_'hinkommens—
elementen in die pefsonelle Einkommensverteilungsanalyse ein
deutlicheres Hild Uber den materiellen Nohlsténd der Bevolkerung
ermeglichen, wobei jednéh Konsistenzprobieme insbesondere aufgrund
der Vverschiédenen Hewertungskonzepte (Marktpreis— .wvs. Ausgaben-

konzept) beridcksichtigt werden mussen.
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Selected Nonmonetary Types of Income in the Federal Republic of

Bermanys Macro Economic and Ristributional Effects

1. Monetary and Nonmonetary Components of Material Well-being

+he distribution of material welfare among different population
groups is inadeguately reflected by  the distribution of persocnal
income. Along with monetary components, the standard of living is
effected 'by other elements of real income: nonmarketable house-
holas production, merit (or public) goods and services as well as
the use of tangible property. These kinds of nonmonetary com-—
ponents of material well-being can be viewed as elements of a
broader concept of income. They should be considered in a distri—.
bution of income analysis so that statements about standards of

living of the population are not distorted. This is particularly

true for an international cmhpariscn, as is planned by the LIS~
Project (Luxembourg Income Study). Because of respective Ccross-
country institutienal differences, the importance of the nonmone-

tary components of well-being varies from countfy to country. It
is important to consider such items as: _

1} to what extent the,.amployer pffers, 1in addition to monetary
ihcnme (wages and salarieé, continued wage payments in case of
sickness, and émployef financed pension plans), in-kind
compensation, for example through company housing - (Werkswoh-
nungen) , subsidized meals or medical carej.

' 2) if through nonmarket "household production” of gooﬂs and ser-
wvices {(for example do-it-yourself repairs or in—home care) or
through owner—use, costs are saved, particularly the necessary.
rent cost with real estate (1)3; and ' - )

3} +o what extent education and job training and heaith-care are

furnished by the govérnment or must be privately financed.

In the area of social security, we have to distinguish betwesn
tax—~financed transfers and social insurance services. When the

income distribution analysis is limited to net-income, defined as

1) Thiz can lead to distortion=s of the welfare distribution, when
on the one hand income from rent is treated as monetary income and
on  the other hand, the ‘savings in rent costs through home owner—
zship i= not considered as part of real income.



income after taxes and spcial security contributions, it would be
inaccurate to exclude the insurance protection in sense of a
nonmonetary income compornent, particularly in relation to the pri-

vately insured, but alsoc in relation to the distributional effects

within the group of socially insured.

I3

For analysis of income distribution, it is reasonable to start

with a broad concept of income, which includes nonmonetary ele—
ments. This could include tax subsidies because these advantages
should not be viewed in isolation as théy are dependent on the
personal income tax rates. However with such a concept there are
certain theoretical as' well as empirical restrictions. A bhasic
problem is that many types of noﬁmonetary income, in particular
services of the state, are nbt private goods, but are (at least
partially) public in character. The utility from these kinds of
merit or public goods cannot easily be imputed to individuals or
groups, because the preferences for these goods are not cardinally
measurable and therefore not comparable. Hencé, efforts to impute

the wvalue of the servi:es_af the public infrastructure, for exam-—

ple, in the ar=as of culture or transportation or (much less the

measures for domestic and foreign security), to individuals must
be arbitrary at best. Even wher the  frequency of use or other
indicators are knnwn,_the external effects would be neglected. The
{usual) cost-valuation of public services 1is not compatible with
the principle of market price in obtaining monetary incbme, in

theoe Ccases.,

These theoretical obhjections Qary "in importance for different
kinds of nonmonetary income. In some areas, such as health care,
the direct utility for the recipient outweighs the external
effects. This decision must be made in each individual case, i.e.
which valuation criferia justifies imputing to the individual and
which does not. Tha theoretically clear boundary between private
and public goods can seldom be found in reality and only rarely
are there imhuting criteria to draw upon in empirical research.
Empirical pointé of refefen:e are needed for measufing the impoi-—-
tancz of the public and private character of goods in individual
real income, as well for the valuaﬁion and distribution of the

main types of imputable income.



The nonmarketable production of private households should be
fgnnred in this effort, because only a few special studies on the
extent of this production are available and the evaluation of
these activities causes considerable difficulties (2). Durable
consumer goods are also omitted for the same reasons and because
of the added problem of differentiating between obtained income
through saved costs (for examplé saved leasing costs by buying an
car) and the uses of income (mobility, preferences of personal
transportation). With the owner use of real estate, the point
"éaved costs” seems to clearly dominate because of the possibility

of capital appreciation and imputing would be reasonable.

-
-

The following section deals with the empirical importance of non-—

monetary types of income. Section 3 reviews the institutional
framework of these income components. In Sectieon 4, theoretic con-
cepts  of vaiﬁation and imputing are discussed. In Section 5, the
results of former empiric research are summarized. In Section &,

suggestions for expanding the LIS~Databank -are made.

2. Macro Economic Importance and DEVFImeEnt of NDnmonetary Types

of lncome.

Table 1 gives a first impression of the importance of the compo—
nents nF nonmonetary income of goods which are predmmlnantly pri-~
vate in character in the Federal Republl: of Germany. The services
from the government and ;ndustry shown here are in the form of ex-—

penditures and tax subszdies.

-Ac:mrding to the Social Policy Report (Sozialbericht) and the Na-—
tional Education Budget (Eildungsbudget) for the Federal -Republic
of GBGermany, the (public and privats) Exthditures consist primar—
ily of:mdnetary payménts, but still roughly one third cf the ex-—
penditures were for non-monetary transfers,- going to social pro-

grams and education. In 1986 more than 240 billion DM was spent on

23 The vaiuation with =saved coste (market value concept) leads to
&n  gver or  undgEr valuing of the sxtra welfare when the accounted
amount with free uwsage would be SpENT on other fcombinations of)
goods, 1.2. an cpportunity cost of o

| :I'

me acpoirroach.



non-monetary transfers (3), which acoounts for 38% of the total
transfers and 127 of the gross national product (GNP). When tax
subsidies are included, nonmonetary transfers make up 43% of the
total transfers and almost 15X of the gross national product. This
is a considerable part of the material well-being and this portion
of measurable income has not changed considerably since 19270.
Table 1 shows a distinct percent ingrease in nonmonetary types of
income between 1970 and 1975, The portion of expenditures
(including tax relief), as a percent of the GNP, climbed 3% in
this five year period and remained stable in the following decade,

where their portion of GNP fluctuated between 12% and 15%.

The most important types of nonmonetary transfers (including tax
subsidiés) in Table 1! are shown in Table 2 and are organized by
institution in order to clarify the relative weighting in the
framework of an analysis of income distribution. The dominant Eype
of non-monetary benefits are provided by the Social Insurance
System. This portion of the types of real income considered hers
has risen an additional &% up to S84 since 1970. Notable is the
dominant role of the National Health Insurance (gesetzliche
Krankenversicherung;. see Table 3} within the Social insurance
system. Second in ihportance ar2 the expenditures for education -
excluding investment and monetary transfers - with around 30% of
the total autlays' and a slightly declining trend. The benefits
from other institutions are of little impbrtance. The system for
Aid to Civil BServants {(Beamtenrechtliches System) deais mainly
with cash reimbursements for costs due to illness for civil ser-
vants and their fémilies. They range from S0%Z to 70% of the costs
according to marital status and number of children. Although these
are tash payments, they will  be treated as nonmonetary payments
because the reimbursementé have the same &ffect as a nonmoneta?y
transfer and are: shown in Tablé I as an - expliecit pon-manetary
transfer ‘in the area of health care. The Aid for Civil SBervants

has amounted to over I% of all nonmonetary transfers since 1970.

Housing Benefits (Wohngeld) are also treated as cash reimburse-—

ments in government figures and are listed in Table 2 under Soccial

S

) Favments hers are in fthe arsas of home and Care,
ment., old ‘age and surviver benefitsz, pelitical refugees, hou
spolal ald programs and public sducaticn.



Aid and Benefits. The portion of noncash benefits from this insti-
tution has risen From &4 in 1970 to 7% in 1986. The other subsi-
dies in the area of housing are comprised of interest.énd princi—~
pal payments as well as interest subsidies, particularly in the
area of low in come housing, but exclude tax subsidies. Their im-—
portah:e has noticeably declinmed in this time period (from 7% to
2% of non—-monetary income). The porticn of tax subsidies in the
areas of health «are, and measures to promote housing and home-—
ownership, and promotion of savings have remained relatively sta-
~ble since 1970. They are a relatively small share of outlavys

(about 4%). It should be -mentioned, that this representation is

i

based on very narrow definitions, for example the tax advantages -

for married couples through income splitting as well as tax incen-—

tives for economic stimulation are igrnored here. The War Victims

Support (Kriegsopferversorgung) is of receding importance. Since
1280, nonmonetary benefits in this area have accounted for lwess
than 1% of the total benefits shown in Table 2. The nonmonetary
transfers of employers, with only 00.1%, are of least importance.
This is because, in the Federal Republic of Germany, optional con-
tributions from employers consist mainly of pension plans and are
in the fcrh of cash payments (over 11l billion DM in 198%5). The di-
rectly imputable nDannetary transfers, especially Health care,
were only S50 million DM. The expencses D? employer financed social
-programs (for example company health care, company housing a=s well
as rent and. building subsidies) amounted to 2.7 billion DM in
1985, but are counted here as part of the general goods and ser-—
vices which can not be directly imputed and will not be treated in

the following discussion.

Table 3 shows . the main nonmonetary benefits received in the Feg-

eral Republic of Germany in 1985, but here the data is grouped ac—

cording to functional area. Nonmonetary transfers in the areas of

health care, education and housing, valued at cost, account for

85% of the eupenditures shown in Table 1. Health care is the most
important area. 917 of the tntal_amount ghown in Table 2 falls
within this zector, accounting +for- 204 of all sccial benefits in-
cluding monetary benefits (see Table 1) and &% ﬁf the GNF. Within
the health care sector, 80% of non—-monetary health benefits are
transfers from the National Health Insuranc=z and &4 are benefits

from the Civil Servants System.



In 1985, almost 34 of the GNP was-spent for personnel and operat-—
ing expenditures in  the area of education. These monies were 11%
of the total social benefits and 28%Z of non—-monetary benefits.
Less important are transfers in the area of housing, even when one
considers the tax subsidies éf#orded here. The cash reimbursements
for housing benefits, shown in Table 2 (line 3) are not included
in Table 3. Interest and principal grants, interest subsidies, and
tax subsidies are just over 1% of the GNP, 2% of the total social

goods and services and 642 of the nonmonetary benefits from Table

~

-

-—

In summary one can see from Tables 1 through 3 that most important
types of nonmonetary income are concentrated in a few functions
~administered by a few institutions. Not considered here are the
areas of nonmarketable household production, the so-called shadow
economy, as well as government services where the ocutputs have a
predominantly public goods character. These areas are excluded be-
cause of theoretical as well as empirical restrictions. The
following secition presents a closer examination of -the institu-—
tional setting which is relevant o the structure of nonmonetary

income components in the Federal Republic of Germany.

3. Institutiohal Framework in the Federal Republic of Germany
Z.1 Health Care System
3.1.1. The Central Role of the Statutory Health Insurance

In the Federal Republic of Germany, health_ care is organized
mainly within the framework of the social insurance system. In
19685 nearly 56 million penple, representing 2% of the population,
were covered by National Health Insurance (NHI) (4). Included here
are the compulsory insured, who are mostly empicyees with income

DM per month), retirees, unem-—

(e}

under a certain level (1985: 4¢SS
i

Ployed, and students. Tha NHI also includes a smaller group of
m

voluntarily insured. Coverage in both groups includes spouses and

4) See: Der Bundesmirister fir Arbeit und 3czialordnung, Bunde=zar-—
beitzhlatt, Heft 1071786, p. 127; Statistisches Zundeszamt {eg.)
1986, Statistisches Janrbuch 1984, p. S22, Wisspmaden



7

children, as long as their income is not above a certain limit.
The NHI is principally financed through contributions which are a
percentage of salaries and wages, up to a limit, with the emplovyer
and employee sach paying half. For retirees, after a transition
pericd, there is a similar contribution structure based on their
monthly pension payments; The contributions vary according to re-—
gion and type of insurance company; the average was 11.8% of gross
income ip 1985. For students there is reduced rate of 70% of the
average general rate based on a basic salary (1985: DM 690). This
basic salary is based on the monthly needs of students not living
with their parents, as determinmed in Federal Law in Education and

Training Promotion of 26 Aug. 1971 as amended (BAF&G).

Family members are included in the insurance coverage at no extra
-cmst with the financing shared by all the contributors. The ser-
vices of the NHI, which are 88% noncash payments (198%5) are needs
tested and are gfanted in case of =sickness or pregnancy. AN impor-
tant consideration concerns whether these benefité should be de—
fined in terms of the actual usage of these services or in terms
of insurance protection (in the sense of intertemporal and inter-—
personal risk egualization). This is also the case with other
types of social insurance and will be discussed in greater detail
in section 4. The measurement of contributions as well as services

is therefore linked to different criteria (5).

The contributions can be over or under the value of the actual in-
surance services provided so that distributional effects of the
" NHI  cannot be determined through +the cost of the premiums alone,
but should instead-be counted through the relationship between the
contribution payments and the claims made for each individual. In
the case of :ivil_safvants and their dependent  family members, be-
tween S0% and 70% of the costs are reimbur=zed in case of illness,
but no contribution must be made. This support is fipanced en-—
tirely +through taxes. It can be interpreted as a nmnon-monetary por-

tion of the civil servants salary in the sense of saved insurance

) In the  case of sickness pay (Hrankengeld) this is not entirels
true. In the case of inability to work, compensation from the em-—
plover is=s paid +or & weeks and is based on net income. This por—
tion of the MNHI was leszs than 6% in 17838 {=see Sozialbericht 1985,
P 124y. As monetary transfer =ickness pay will not be further
discussed. ' ' ' '
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contributions, or it could be counted in relation to the utiliza-
tiopn of medical services. On  the level o©of the individual house-—
hold, this forme a considerable porticn of nonmonetary income for
these units, even though the government expenditures were under &4
of the total public nonmonetary transfers for health care (see

Table 3).

3.1.2 Miscellaneous Institutions in the Area of Health Care

Table 3I shows the nonmonetary transfers from National Pension In-—
surance (gesetzliche Rentenversicherung or GRY) which consist
mainly of expenditures for rehabilitation (&4). The National Pen-
‘sion Insurance (NPI) is a mandatory insurance for all employees
and provides benefits for the elderly and the disabled, as well as
survivorship allowances, mostly in the form of maneﬁary payments.
In 1985 almost B835% of NPI expenditures took the form of pension
‘payments. As with the NHI, :mntributioﬁs for the NPI are scaled to
wage income up to gertain limit, but this limit s one third
higher than for the NHI. Contributicns are about iB8.7% of gross
income in 1987, In 1985 they were 19.2%. Employees and employers
each pay Dhe half of the contributions. The in-kind healih ser-
vices of the NPI amount to only 2.3% of the total services of the
NFI and are less than 4% of the health services shown in Table 3
(7). Included here are the expenﬁitures of the NPI for health in-—
surance. The NPI pays up to bhal+f cof thé cnmpulsory contributicons
to the NHI for health insurance for Eetikees. Up to the end of
1982 the total contributions for the NHI were covered by National
Pension Insurance. These  expenditures can be viewedras cash reim-

bursements similar to the civil servants system menticoned above.

As with the MFI, the in-kind health services of the Farmers Fen—

"sicn System (Altershilfe fir Landwirte) deal primarily with expen-—

&) SBee Bundesminister fur Arbeit wund Sozialordnung {(ed.) 1986:
Sozialbericht 1984, p. 122, Bonn :

7 In view of the large portion of invaliditv pensions (because aft
arzmature  wori gisability) ampounting te 248% of all the insurance
peneicns  and 18X of the tptal persicns (19835, cg= Sorialbericht
13846, p. 1207, thers should peoszibly be mores contrisutery invest-
ment. into the found itzelf. The larges numbosr of work disability is
alec due to the poor conditions in the labor market which, 1f re-—
vers

gd. might reduce the neged for further contributicn.



ditures for rehabilitation. The Farmers Pension System is con-
ceived as basic insurance plan for farmers and their family mem—
bers for old age and disability. About 90% of outlays take the
form of continuing cash payments. This system is partially fi-
nanced through standard contributions of egual amounts for all
members which covered abnu£ 30% of the total expenditures in 1985
(1980: 22%). The rest is financed by government (8). The health
care measures amount to 95 million DM (1985; 34 of the total ex-—
penditures for farmers) and are of little importan:e in the

aggregate.

The in-kind payments of the statutory work related injury insur-
ance or Natiomal Injury Insurance (gesetzliche Unfallversicherung)
in the area of health care are also dominated by monetary pension
payments. In the 1985, only 1B% of National Injury Insurance (NII)
enpenditures were made in—-kind (cost for medical and dental treat-
ment, and care in medical facilities etc.) wifh a small portion in
the form of casﬁ reimbursements (9. The NII helps with the pre-
vention of work related accidents and occupational illnesses as
well as offering financial assistance in the case of work related
ac:ident, through pension payments. The NII was primarily con-
cerived as a liability inmsurance to be +inan:éd_by employers. The
contributions to the NII take the pléce' af damages the employer
would be 1iabie for in the case of accident br gickness of an em-—
ployee. Proof of liability is not required. The NII has been ex-
panded heyond beihg-snlely a liabilify insuranceg. For example, the
employee is also covered for - accidents during his commute to and
from work. Infants in public day—-care centers (Kindergarten) and
students while at school or the university are also covered. These

areas of the NII are financed by the government.

The nonmonetary services of the. Social Assistance Bureau
{(Sczialhilfe) (45% of Bursau's toital expenditures) consist mostly
af medical care and patient care for the disabled. Social As-
sistance is designed to close the holes left open by the other
carts of the sccial sacurity system and guarahtees avery citizen

wha cannot help himself a "socioc—cultural existzncee minimum’, How-

¥
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ever the level of this existence minimum as determined by the gov~
ernment is very controversial. The health services for those eli-
gible include nearly the entire catalog of NHI services for the
insured. Nonmonetary transfers in this framework are comprised
mostly of cash reimbursements for patient care personnel. In 1985
the expenditures were Jjust upder 1.1 billion DM for aid to the
gsick and 7.1 billion DM for éare for the disabled. That corre-
gponds to 114 and 71% respectively of the in-kind transfers.in So-

Eial Assistance (10).

Health care services within the War Victims Support are mostly
granted to people with illnesses resulting Frbm duty in the second
world war. With the passage of time, the importance of these éer—
‘vices has diminished. Their portion of all the in-kind health ser-

vices amounted to only 0.28% in 1%85.

Finally the Bureau 70% Public Health (6ffentliche Gesundheits-
dienst) should be mentioned. Their ewpenditures accounted for 1.9
billion DM in 1985 and for 1.4% of tetal nonmonetary health care
services. These services are financed through taxes and can be
used by every citizen. Outlays deal primarily with preventive

medicine (for erample vaccinations or health Edu:atinh),'mainte—

nance of health standards, hygiene control, help for needy groups

as well as medical examination for school children. The goads pro-
vided by the  Bureau of Public Health have a decidedly merit good

character.

S.2. Educational System

According to Table 3, nonmonetary services in  the area of edu-
cation  amcunted to &é5.1 billion DM. After health care, this is the
most important source of ponmonetary income where the goods pro-
vided have a private character; The educational services of the

schools  and universities are offered free of charge in the Federal




Republic of Germany and are financed through taxes (11). Neither
tuition nor student fees are reguired and most important school
materials are also provided free of charge. Still, bottlene:ks can
occcur, particularly at the tirtiary level, for example in 1li-
braries. Because of the size of the subsidies on a per student
hasis, an analysis of income distribution, ignoring these govern-—
mentally financed nonmonetary services, can lead to distorted

results.

The nonmonetary transfers by the government, in the area of educa-
tion, include only personnel and current operating costs. The
governmental :apitél investment cost in the education sector
(abbut b.& hillion DM (12) ip 1988} is excluded. As a result of
limited data and methodological problems, periodization and ac-—
counting of these expendituras to yearly usage indicators is dif-—
ficult (13). Expenditures for university research are excluded in
Table 4 because of the predominantly public goods character. How-
ever, separating the research expenditures from the total expendi-—
tures can-only be done an a general basis. A relationship of &0%

for teaching and 40% for research was assumed here.

The educational system in the Federal Republic of Germany is di-
vided into four Vlevelsk with pre-school and kindergarten grouped
together (14). After the kindergarten level, the compulsory school
pericd begins at the age of six. The primary school {(Grundschule)
is comprised of four classes. In the secondary school, the student

can choose between three educational programs. The Hauptschule is

11) In cantra=st te free tuition, the cuost for room and bSoard dur-—
ing the education periopd is usually covered privately. Since 1983,
subsidies have been only in the form of loans. Until this time,
needy studentz could also receive grants. The government alsc sup—
nerts living expenses  for studesrnts through extendesd eligibility
tfor child support tup to age 2Z3) as well as through a tax deduc-—
tion in the income tau.

12) 3Sees Bundesminister Fir Bildung and Wissenschaft (ed.) 1924:
Grund— and Strukiturdaten 198&/87, p. 245, Eonn

1233 The investment expenditure=s in a given vear ar= not the rele-
vant Factors in  a croszsecticnal aralysis. Rather, the invesitment
from preceding years cehould be studied in  regard to  their lie
=pan and if  thev arz etill usEed for educaticonal purnoses, oniv
then, be considered in the yvear in gu=stion.

14) ©Seg Bundesminister fir Bildung uwund Wissenschaft {ed.) 1756,
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a five year program {(classes S through 9) and is $01lowed by job

training in'a,'cnmpany in combination with vocational schocl. The

Realschule consists of Bix classes and allows the graduate addi-

tional training possibilities. After further studies

(Fachoberschule) the gradusate of the Realschule can enter the

tertiary level (Fa;hhc:hschgle). The third type of school in the

secondary area is the Gymnasium (classes 5 through 13), whose

graduates can enter the university or a similar educational pro-

gram at the next or tertiary level.

roughly sketched here, le&ad to different levels of expenditures,

especialiy when we consider the different number of students en-—

rolled in each area. In @& distribution of income analysis, which

‘interprets governmental in-kind educational services as individual

nommonetary income, the cost structure should be considered ac-

cording to the various levels of educatiom, which shown in Table 4

for 1981 and 1984 (13}.

3.3. Housing Bystem

According to Table 3, housing is the +third most important com-—

ponent of nonmonetary income in  the Federal Republic of Germany.

As mentioned above, in-kind transfers in the private secteor, for

example company subsidized housing, are of secondary importance

and can be ignored here. The public subsidies in the area of hous-—

ing (aside from Housing Henefit, a means—-tested monetary transfer) .
mainly take the form of implicit nonmonetary transfers, or saved

costs for the individual. These deal mainly with:

153 The extent +p wAich measures support different areas of edu-
caticn {and thereby speclific population groups) is outzide the
scope  of this study. This must be viewed in an intertemporal anal-
YEis which consider= for2goneg income during the educational peried
as well as the resulting changes in  life-income. See Helberger,
Christof, Auswirkungen offentlicher BRildungsausgaben in  der Bun-—
desrspublilt Deutrschiend auf die Sinkommensvertzilung der Ausbil-—
dungsgeneration., Se~rrflen zum BHericht der | Transfer—-Engquete—-bEom—
mizeion “"Das Trancfer=ystem in der Bundesre=publik Deutschland”,

vol. 4, Btutigsrt,Berlin/tdln Mainz



= tax relief (16) as well as
~ interest and principal grants, and lower interest rates (with

large variationg among the federal states).

3.3.1 Tax Subsidies for Private Housing

Table S shows the estimates of the federa; government for the.
‘direct loss of tax revenues as a result of tax subsidies for
heusing. Their purpeose is mainly to support hcme—ownefship (one-
or two-family houses or apartments). Tax subsidies for cooperative
housing are not considered here. The most important tax subsidy is
the accelerated depreciation allowed for housing. We also consider
the additional deductions for housing connec<ed with special
deductions in cases where there are children in the household
(which is allowed since 1981 (17)). These amount tp about &07% of
the tax subsidies for housing in 1985, over S billion DM (see
Table S). The home owner can deduct. twice the nermal depreciation
for his home, namely S% instead of 2.3% of the purchase price DF-
building :asté from his income, as long as these costs are under
200,000 DM (single family dwelling, 1981) or 250,000 DM {(two-fam-
ily house, 1981). For a worker, with an average monthly wage cr
salary of 3,000 DM (1985) (18), this means a yearly tax saving of
up to 3,600 DH {single)  or 2,200 DH (married without children)
(19}, With rising income the tax savings climb considerably. At a
marginal tax rate of 562 (this corresponds to an average taxable’
income of 10,800 DM per month unmarried or 20,000 DM when married’
these savings are nearly 5,600 DM per Qear. In this respect, the

policy instruments are of guestionacle value 3:in achieving the

1&) The tar measures for the promotion of housing as opposed to
other “tax subsidiss” should bz menticned here. But here too, it
itz diffigult to differentiate betwesn marginal fayw rates and sub-—
=igiess.

17}y For taspaverz. who use hE accezlerated depreciation of housing
which iz allowed under Art. 7B. ot the -~ Income Tax @ Code
(Einkeommensteuer Gesstz or E3t5), the ircome tax ie loweresed 500 DM

il ‘l

per vear for the seecond child and

vary child thsresatter (Ari. Z4F
ESt3) : .
StiE) .

—_—

ibericht 1926 p. 177

21

Tl
[£1]

13) 5

il

e

12} This corresponds. to +re laws in 1781 for the owner of a single
tfamily dwelling. :



stated gocal of promoting home gwnership in a large portion of the
population, particularly the lower and middle income groups, since

it is the higher income groups who receive the greatest benefit.

The  extended deductibility of interest payments (Art. 21a par. 4
of the Income Tax Ccde), allowed since 198Z has a subsidizing ef-
fect which similarly rises with income, but is limited to three
vears and is only allowed for single family houses built or pur-—
chased before the end of 1986. This special tax treatment is tied
to so-called "usage-value taxation” for single family houses.
This allows a further £ax' subsidy for a large portion of home-—
cwners (20); But since January '1, 1987 the taxes for usage-value
have been repealed. Until the end of 1984&, in the Fedéral Republic
of Bermany, the income tax for the (implicit) rent value for.nwner
occcupied single family housing provided a generaliéed valuation
formula whichy, in usually allowed. a land value which was lower
than the fair market value.rThe result was a lmwér usage: value for
tax purpeses. However, this tax treatment allowed only limited

possibilities for deducting operating cost as opposed to the rev-

14

enue—cost accuunfing method used for two- or multiple—-family

dwellings. Along with the above mentioned accelerated depreciation

allowed " in the - first eight vyears, there were no provisiohs for

deducting repairs, and mortgage interest was only deductible up to

a low imhuted Fent value. To what extent the special tfeatment of
Hmme ownership FEpresentéd an advantage or disadvéntags is differ-—
ent in.each case. One can differentiate befween two situstions.
When the undervaluation of imputed rent for taxx purposes is
greater fhan the sum of nondeductible operating costs, in particu-
lar the mortgage interest, thenr-there is a tax advantage. But if
interest payments and operating costs are comparably high, there
can be a tax disadvantaée for +the owner of a single—family
dwellings in the old tax cpde. For these reasons, an extended tax

deductipility of interest payments, within time limits, has been

a
n
A
[}
]

00 Thiz kind ot tax advantages can =hpown in Table S because
of & lack of data. S=e Hauser, Hichard, Elanie Helomann 1981: Die
Verteiluwng  implizite Transfers tuwgunsten von Eigennutzsrhaushalten
im Janr 1967 - Eine mikrodkoromizche Analyse auf Basis von Indi-
vidualdaten der EVZ. Z24b I Arbeitcepapie

r onr. D3, Frankfurt-

3
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introduced, to promote home ownership as well as stimulate the

housing industry (21).

The property tax waiver or reduction for land used in housing pro-
jects is not limited to owner-occupied housing. Rather it effects
all projects in the area of public housing (First-and second mea-
sures for housing support or 1. and 2. Firderungsweg, see Section
3.3.2.) because they are promoted primarily through low interest

loans. With over 1.2 billion DM (1985), this accounts for 13% of

the tax relief shown. in Table S.

Finally, it should be mentioned; that even the purchaser of land
or property receivés a waiver of the special property purchasing
tax {(Grunderwerbssteuer). Up until the reform of these taxes in
1983, there were many different statutes for reducing this tax at
the federal state-_level 50 that this reform is seldom viewed as
tax relief. Exclusion from these - tares could be interpreted more
as the "norm" or normal tas than was the levying-of these taxes
{Z2) so that they will not be included in the following discussion

and are omitted from Table 5.

=1) With the nmew regulatione and the abcoclition of the value of ne—
age tax, with its different methods for wvaluation cf implicit in-=~
come there ie anm egualization of the taxation for owner—occupied
housing. The so-callesd ‘“consumer goods solution” means  that the
homeowner will no longer be liabie for the taxes on the nonmaone-—
tary portion of his income received through saved rent costs. The
result is to the advantage of home owners over apartment dwellers,
wnose edpenditures forr the usz ¢f the apartment must te complet=slwy
financed througn consumption expenditures. In  addition to  this,
ther2 iz a long list of =pecial rules (for sxamnle, in the area of
the new special expenditure deduction Art. 10 ESt3E and deductions
for children), which are intsnded +to bettsr promotes home owner—
ship. : ' ‘

ding the buving o

1 rm traatment in =xil
I the tay walvers weres yreomesnleg s
A o % of the wvaluac
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S:53.2 Miscellaneocus Support Measures in the Area of Housing

(sozialer Wohnungsbau) {(23)

The miscellanecus typés of financial aid for housing in the Fed-
eral Republic of Germany are summarized in the term "public hous-
ing support” (sozialer. wahnungsbau)'élthough the exact forms of
these measures are varied. The first group of support measures (1.
Firderungsweg) was introduced after the Second World War in re-
sponse to the  housing shortages at the time. These measures are
carried out by the federal states sn that there are large regional
differences in the support conditions as well as the extent of the
programs. Within the framework of the first group of support mea-—
sures, the focal point lies in the granting of public building
loans which are interest free or with lower interest after a cer-—
tain periadawith the intention of supporting mainly {although not
exclusively) apartment buildings. In addition there are locans or
subsidies +to cover operating cost for housing (interest on annuity

allowances or loans). The main preconditions for receiving this

16

support, aside from a few gualitative 'building standards and

floorspace limits, are that a "reasonable portion of the costs”" be
born by the builder (around 1S% of the copstruction cost (24)).
Furthermore, income limits <for the tenants (25), and rent limits

must he observed when renting the apartments.

In contrast to this, there is a second group of housing support
measures, the so called "2. Firderungsweg" of public housing sup-—

port, which concentrates 'mainly on cwner—occupied- -housing (single

2 The differentiation chosen here between tax advantages and
promotion programs within the'¥rameworh of public housing overlap
-somewhat. Thie ie because the above mentioned property tax relief
and the programs to promot2 howsing are both regulated within the
2. housing construction law and both could be claszifisd as part
of the public howsing program. '

24) BSee Hanusch, Horet, K.-D. Henke, K. Mackschesidt, M. Ffaff =t.
al. 1282: Verteilung Gffentlicher Real t”ﬂh=+mrs auf Emptangergrup-
pen in-der BHundesrzpublilk Deutschland Schriften zum Hericht der
Transfer-Enguets-Hommission, Yol . 3. M- . i and 2, p. 125,
Stuttgart '

e — . - - - .
) [y the tvpe of familv and

z= valrrles - stcording to ! according €©
C2riain =zecial characteristics. Within the 2. housing construcTicn
laws, for 128% thic ic:
21,500 DM for the apartment rentsr
+ 10,200 DM for theg second famlily membsr
+ 5,200 OM for sach acditicnal family member



and two=-family dwellings,_ cwned apartments). The main element of
support is in the granting of loans to the builder in order to
lower his interest and capital repayment costs in the first (2
vears, Repayment of principal on these loans begins in the (Sth
vear after completion of the building. The conditions on usage for
this aid are similar to the ﬁnnditions of the first group of sup—~
port measures, although more generally stated. The income as well
as the floor spaéé restrictions are higher (according to federal
state, around 40 - 30%Z and 20% respectively) which is not unusual
for measures which were conceived as an "ownership" program. This
second group of support measures 1is historically referred to as
"tax-relief housing support", which is an inaccurate description.
This does not mean that the support is achieved through 1lower
taxes; :hafactgristic are the abdye-mantioned loans. The redﬁ:tion
in property taées is not a specitic part bf the second group of
support measures. It is also granted (independent of the‘builder’s
income) as part of the first group of housing support méasures as
well as under other housing prcgfams with conditions on floor

space, but without octher restridtimns on usage {(26).

4. WValuation and Imputing of Nonmonetary Income: Theoretic Con-

cepts, Possibilities and Operational Limits

17

The data presented here on nonmonetary income in the Federal Re-—

public of Germany deals with gdvernmental expenditures or forgone
- revenues (tax subsidies) (27) in a fiscal year. Within the frame-

work of microanalytic distribution of income analysis, these ex-

penditures cannot simply be viewed as aggregates to be distributedr

— ignoring the empirical imputing problems caused by the lack of

indicators. There can be considerable differences between cost and

utility. Costs are determined in the private sector through the

282 - In this way,. one can differentiate between the property tan
relier in public housing and the property tan relief for privately

financed nousing. Sees Hanusch, Horst, K,— D. Henke, |
Mack=zcheidgdt, M. Pfat+ est. al. 198Z, Tab=silenband, p- 7. In addi-
tion, cver 204 of the property tax relisf is to the advantages of
the privatzgly financed homes, so  the characterization of the Z.
Housing Consiruction Law as “tax subsidized" Aouzino construction
s ther=ztore misleading.

27}y  The forzgene  tay revenuss shown hers ars bessed on rougn esti-
mates ancd =hculd interprestied with caution. . '



market price, which can be temporarily over or under the produc-
tion cost. But if one begins with market price (or cost of
provision), one can then ask how the nonmonetary types of income
should be valued. Furthermore, there should be a discussion of to
what extent individual imputing is reasaonable, because the
components ot real income are at least partially comprised aof
goads with merit character; s0 that the incidence af the béhefit

ot these measures is uncertain.

4.1. Concépts and Problems of Valuation

Unlike monetary income, there are fundamental problems of wvalua-—
tion with infkind income, which vary in seriousness according to
area and which also make their summation with monetary income
questionable. At present, there are few instances where one is
able to wvalue nonmonetary .income acccfding to the wutility of the

recipient and to make it at least appraoximately comparable with

monetary imcome. [lhe problems art valuation exist mot only onm the
macro economic level — with the determination of the aggregate to
be distributed - but alsoc an the individual level with the actual

imputing technigues. Valuation and imputing problems should not be
viewed in isclation from.each other because they are pért gf the

same process.

Unly cecsts and/or expenditures are directly measurable imn the con-—-

14

text of in-kind income (through the budgetss ot punlic acthorities -

and socilal insurance), although this makes. no s=tatement in regard

‘to the aggregate utility of the recipients. lndependent of the im—

puting methods, the orientatien ot an empirical distribution of
income analysis on the expenditures as well as the tax relief
shownrin lables 1 through 5 is different trom a market price valu-—
ation, which is the basis tor a monetary distribution of income
analysis (28). HBecause consumer prETérences remain ignored, the
use ot a'costrac;cunting approach 1in in-kind income can lead.to

distorted results in many areas, 1in particular:

A= See Rose, ManTr=o 1977 Fimanzwissenschattliche
VYerterlungslenre, p. 101, Minchen. Roze spesks of an "amalgamation

0T goods and 1ncome’ which doss not "serve a contragicTion Tree-

lncidence analysig".



1}). The macro ecocnomic and individually imputed value of the in-—
kind income rises with their cost, even with inefficient produc-
tion techniques or wasteful government expenditures.

2). The actual utility (or growth of utility) can be considerably
higher, lower or even negative in comparison to the aggregated ex—
penditures. This is particularly important when utility extends
over a longer period than the expenditures so that "periodization

problems” may occur, as in the area of education.

The sum of the expenditures does not necessarily correspond with
the sum of in-kind income, so that its addition with monetary in-
come is guestionable. This aspect becomes particularly clear, when
considering the finance side. This is because, in the case of di-
rect payments instead of compulsory participation in  the costs,
the recipient of in—kind transfers would possibly choose a differ-
ent level and structure of public expenditures. There are many
situations where one could imagine discrehancies between the de-
sired and actual level of goods publicly availabhle. Examples worth
mentioning arg costly governmental bureauwcracies or the develop-
ments in the area of health cares (too mahy hospital-beds_expensive
"machine medicine” etc.) and subsidized mis-investment in public
housing {with c:ﬁasidnally unsupportable cost-rents). However ,
this line of argumentation can be defended on the grounds that
gDverhmental goods and seryi:eé, with . a prEdominantiy public or
merit goods character, are foen made for the express purpose of

correcting individual preferences, for example with preventative

ie

health care and rehabilitation or with foreign and domestic secu—

rity, In some areas, the cost accourting approach for the entire
economy could be considered reasonable but the imputing on the in-
diVidual level and summation with monetary income is theoretically

inconsistent and therefore, &t least problematic.

The alternative to the cost approach for valuing the goods and
services provided by government is wvaluation according to - the
{marginal) - uwtility of the pérsun who uses these szervices. The
star“ing point here is not the aggregate to be distributed, which
is then imputed to the individual Dnrthe basis of apprnhriate in-—
dicators. This-méthcd would begin on the individual level and the
aggr=gated income equivaient would themr be the result of a micro-

analytic study. However, this thecfeti;ally promisiﬁg”utility ap-



"proach and its basié, the microanalytic marginal utility theory
ignare the "necessary correction” of individual preferences by the
government which result from imperfect information of the citizens
and the incomplete functionality of a competitive economy (29). In
spite of these problems, this concept of wvaluation would better
retflect the distributional effects than the cost approach tor many
goods and services with a private goods character (for example, in
education where discrepancies between cdéts and utility exist not
only in regard to their level but alsoc in regard to point in time

-when they occur). Furthermore, on the basis of utility valuation
ot nonmanetary income the addition with monetary income could be
justitfied on theoretical grounds. For empirical analysis, using

present methods, the utility approach cannot be employed b;:ause
individual preferences are not cardinally measurable and theréfore

neither interpersonally'comparable nor additive. Diverse methods
ot approximaticon,: ftor example the estimation of opportunity costs

(30) are unsatisfactory, partlcularly because aof empxrzcal.prob—

lems, but also as a result of unsolved theoretic problems (31) .

22 Thess kinds D?,”impe fecticons" can have Tatal resuits. Tor ex—
ample in the arga of health carce :

3y This corresponss o the value ot alternative public or private
goodsa. which must be for2gone in favoer of  the goods under consid-
eration. This leads to further problems in valuation. This metheod
is theoretically clear only when there . 1s a comparison group with
the same socic—economic characteristicz which can freesly choose
the alloccation of their means.

d1) Even with this method. one can guesticn what the "correct®
dizcount ftactor should be wnen costs and beneTtits ocecocuwr at dirfer-—

ent polintsE ln time. e market ratz of i1nterest. whose future
level can only be estimated with uwrncertainty -1z sgidgoem suitapies
for comparing the costs and benevits oT NoNMoTeETary 1ncome becauwse .
the market 1NteErsst rate is Not valid Tor every king o7 invest-
meEnT. Thig discount Tactonr is pariicularly problematic when there
are external evfects as in the arsas o7 health carz2 or education
anag individual pretversnceEs should be correctea 1n view oF sqgic—
pcliticat goals. See. Zesppernick,. Ralt 198%:  dranstersinkommer anag
Einkommensvertellung Schvittenvreilhe des= Fheinisch—HestTalischen
s=an?! M.yF. Hett %47. p.

fnsvituts TUr MWirfschartizsforschungs (=W =
. Herlin )



4.2. PFossibilities and Limits of the lmputing of Nonmonetary

Income

The imputing of nonmonetary income is not independent ot the con-—
cept of valuaticon. As mentianed above, one must start either from
the distribution ot a given aggregate amang the individual recip-—
ients (cost approach! oer the determinatian of tHe {cardinal) util-
ity on the micro analytic level, which can be aggregated to deter-
mine “total utility" (utility approach). f(he "total utility" can
diftfter considerably trom the total costs. Both methods pose funrda-—
mental imputation problems when dealing with public goods as well
as tor goods with extermal effects. lhis. is because the more
distinct the public character of a service is, the less the total
utility énd the "benefitihg“ group can be determined. For this
reason, the analysis in this paper is limited to selected types of
nonmonetary income. But even in this area, there are external efr-—
tTects (32); aside from the direct utility, ot the in—-kind trans-—
tfers. For example, a vaccination program, administered by the
Bureau ot PFublic Health, benefits not only the people who take

advantage of +this servige; but all gcitizens because the risk of

intfection is lessened or eliminated. Ihe possibility to impute the

benetits from such in—kind transfers to individuals is therefore

limited - (33).

Closely related to the problems of external effects 1is the
guestian of the incidence of nonmonetary income (34). Unce again,
in addition to the people who directly use offered services, there

. are possibly other groups which benefit from nonmonetary services

3E) I'his is not atways positive utility because there can alsce be
gxternal cozts (a lessening of utilitvy), Tor example, the destiruc-—
tion T recr=ation ar=2as as a resulit of expansion of the street or
highwayv svstem can result in a lessening of well-being.

3Z2) fhis theoretically based chiection in regard to the analysis
oT the distvributicon oTf perscnal income i=s. not limited to in-kind
Transyars. Ther2 are also external =tfects acszcciated with mone-—-
tary transters. For 2xample 10 Smployment progirams there are “side
eTTecis! from the transfers on. the lower income groups througn a
higner propensity Yo consume. '

24y rhesz unszolved preblems also concern monetary transters 1n &
similar way. Une can guestion. Tor =xample. 1T Housing HenetTics
a2z only toe tha aavantages ot the direct recipient or 1F the iland-

lovyao, wne Csn aharge & comparatively hlgner rent 18 alsc & beEneTi-

i e g
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{35). This 'is particularly true for in-kind transfers whose
preparation and distribution are administered by third parties
(36). In as far as the suppliers of governmentally finanted subsi-~
dized services can influence prices, for example with-hcuSing sup-—
paorty, they should be counted in with those who enjoy the benefits
of the public expenditures. This kind of distributional effect is
not censidered in present thebratic and empiric research, so that,
because of the uncertainty as to incidence, the imputing of the
benefits from in-kind transfers to individuals is only possible

‘within limits.

In kspite of -these objecticns, the imputing Df-nonmonetary income
to individuals is better suited for the study of income distribu-
tion than is - the complete omission of these cnmpcnenfs of well-
being. The following discussion does not examine the methods of
estimation in the framework of a utility :Dncept.because the pre—
sent methods for measuring utility (37) on an individual level are
hct compatible with the framework of a total income distribution

analysis.

The cost approach is compatible with several imputing methods.
These ar= the resuits of hypotheses about external effects and as-
sumptions on incidence. When it is assumed, that the publid goods
character . of in-kind transfers is predominant, the total costs may
be divided equally amoné the citizens, who have access to these
goods. In this Case, the actual usage is not of central impor-—
tancé, kather the wvalue is attiributed to the availability of the
- goods  and Services ("availability éDncept“ (I8)). For example,
enpendzfﬁres for education are not imputed as nonmonetary trans—

fers only to the students, but rather to all citizens. This method

ifferentiation between external effects and simply pass-—

osts on to others or expropriating the benefits is not
alwaves clzar, For example. the advanitasagss that an  apartment
builder enjove as & rasult of a governmental housing support pro-
gram. can be viewed as  a shifting of the benefits (in the form of
bigher prices) or as an 2xternal effect {in the +ferm ot demand

25 The di
ing the c
k]

&) See Isppsrnicis, Ral+ 1982, n. 48
I7Y The individually valusd wtility zhowld rnot be =guated with the
frmouRncy Of u=g.



of imputing implies, that the existing educaticnal possibilities
are valued as an increase in ufility for all individuals. This can
be Jjustified by actual participation by the individual, by oppor-
tunities of the children, or because of the extarﬁal effects from
the education of others (fcr example economic growth, job availa-
bility, a supply of services, +for example in the area of health
care or cultural activities). Education as a private good, with a

"nayocff" in the form of future personal income, remains ignored.

e

i}

This aspect of the private nature of nonmonetary goods and ser-—-

vices is accented by the "usage concept! of imputing (39). This
theory does not cnnsidgr the external effects and imputes only

actual usage to real income. For the above example, in the aresa of

‘education, this means that the cost are imputed to the students as

an _ihcome_equivalent. The "availability concept” and the "usage
concept” - two opposing concepts in valuation - should be com-—
bined. A separation of the "publicg”" and "private" portion of goods
.wauld however be arbitrary, given the present state of research.
Thereftore, the impuﬁing of nonmonetary in:oma'should be decided in
each case, acccrdihg to the concept which is best justified by the

assumed distributional effects.

9. Former Empiric Research and Results in the Federal Republic of

Sermany

Other studies on the distribution or redistributieon of income in
the Federal Republic of Germany have concentrated: primarily -Dn
monetary ipcome. In more recent analysis of budget.incidente, the
in—-kind goods and services of the government, including even some
~collective goods (for example defense expenditures), were imputed
to individuals. The above mentioned -valuation_and imputing prab—
lems wer=, however, not satisfactorily solved. in some areas of
nonmonetary income, there are more comprehensive studies, ~which
were in part carried out by the federal gmvernment. In these stud-
ies, using the cost valuation approach, relatively detailed group-—
5peciéic,-fremuancy'o¥ use is considered. Many studies find a
distinct leveling of income as an effect of in—kind transfers from
the governmént, but these results shpuld be interprered with cau-

tion because q% the generality of the assumptions and the prab-

%) See Leppernick, Ralfd 19835, p. 43
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lematic concepts in valuation. Some of these studies deal only
with model calculations for a "typical" household whose empiric

relevance in regard to single characteristics is in no way known.

An article by Andreas Obersteller (40) analyzes the redistribution
effects of group specific in-kind transfers in the working class.
Al though rthe author recommends that his results be interpreted as
.provisicnal, Obersteller imputes governmental expenditures, val ued
at Ffactor cost (41) to the worker househplds for . the areas of
transportation, education and health care. However, it is
questionable if governmental expenditures for the transportation
system can be considered group specific in-kind transfers, be-
cauze the external effects are _particularly important in this
area. The empirical base for this study was, aside from the eco-
‘nomic accounts computation, the micro census from 1978 as Qell as
the results of private surveys. The resulting income leveling, due
to in-kind transfers, -is not surprising in view of the basic hy—
potheses and distfibutimnal rules for benefits. Here, he igndres
the insurance pfinciple in the area of health-care. (4Z), the
future ‘utility for students in  the area of'educatinn {(al though
this is difficult +to measure), and the public character of goods
and services in regard to the promotion D%Ipubli: and private

transportation.

The distributional effects of in-kind transfers are much more
noticeabl=2 when all the publit expenditures (even where the
collective goods character ‘of clearly dominates) are imputad

individually in an arbitrary manner. In regard to the guantitative

40) (Qheresis=ller, &ndreas 1%283: Umverteilungswirhungen gruppenspes—
itigcher Realtransfers bei Arbeitnehmern — Zur Bedeutung dffent-
licher Leisztungen im Umverteilungsprored, Mitteilungen des Rhein—
iech-Westfilischen Instituts fir Wirtschaftzforschung (RWI), Vel.
4, np. 23 - Sy See alcso Obercsteller, Andreaas 1982:
Umver+ziluncowirizungesn der Staatstatigkeit bei den wichtigsten
Haushalt=tvpen. Dritter Untesrsuchung=tel - Eipe empirische Anal-

)

‘vea gruppenscezifischer Realtransfers - RWI, E=ssen

41y Secause of the large porticon of investment in  the ar=za  of
trapnsportation, & coSt accouniting which considers time—factiors can
ot be used OerE. '

37) @Ge with privates insurancs, this is not based on a single pe-
ricd, but ratner on a larger portion of the li+te—cspan.



importance of gnvernmental_in—kind transfers (43) on the distribu-—
tion of income analysis, the direction as well as the extent of
governmental redistribution results only bhecause of the assump-—
tions used.rwith presently used methods for incidence analysis of
the budget (44), grcub gpecific or merit goods provided by the
government are imputed by various indicators of usage and collec-
tive goonds are imputed in egqual amounts per household (43). Mea-
suring the incidence as a percent of household income, the re-—
distribution effect shown by this procedure must be larger for the
lower classes (as compared to a situation where the effects of
collective goods are ignored). In a study from Hake, using data
from 1?&3, the advantages for purely collective goods sank from
almost 30% of therhnuseholds net income, for the‘lpwest group to
around &% in the highest group (46). In a more recent study frcﬁ
Griiske +for the years 1963, 1969, 1973, and 1978, the purely public
goods lowered the gini-coefficient for the concentration of income

about B4 - 104 (47).

Important methodological problems in relation to valuation and
imputing . in—kind transfers were studied. by the Transfer—-Enquete-
Kommission within the framework of a report on the transfer system
in the Federal Republic of Germany. The commiésicn was sponsored
by the federal govérnment to undertake monetary and in—kind trans-

fers in theoretic as well as empiric studies and the attempt was

4%) The expendituwres for defense. internal security, and law en-
forcement were over 134 of the entire governmental expenditures in
1983 (74 billion D)3 Sese Statistisches Bundesamt (ed.) 1985:
Datenreport 1983, Zahlenm und Fakten idber die Bundesrepublik
Deutschland, BSchriften reihe der Bundeszentrle fir politische Bil-
dung, Yol. 224, p. 217, Wiessbaden

44) See, for example Hake, Wilfried 1972: Umverteilungseffekte des
EBudgete. ine Analvse seiner perzonalen Inzidenz. Géttingen:
Grisgke, Farl-bDigter 1978: Die perzongile Budgetinzidenz. Eine
fBrnalyse fir die Bundesrepublik Deutschland, Sdttingen: Grishke, .-
D. - 1985: Personelle VYertesilung und Effizienz der Umverteilung.
Fnalyee uwnd Synthese, Giéttingen

43) As an  alternative, one could use the total wealth of house—
helds as an  imputing criteria; see, Griske, kari-Dieter 1973, n.
142, o. 192, and p. 224, There is a regr=zcszive effect on the
distribution of income with this wvariant, s  1is to be sxpected.
The hignest income clacsses recsive The most bensefits,

m

Hake, Wilfried 1374, p. Z44
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made to show the entire effects on distribution of income from the
gransfer system. Precisely in the area of nonmonetary goods and
services, there were, as before, many fundamental obstacles sur-
rounding the imputation process, because on the basis of expendi-—
tures and the concept of formal incidence, a direct imputing is
not possible withr the preseht state of statistics. The final
report of the commission as well as the single reports - (48)
nonetheless wcontain interesting results. These results went é long
way to correct the existing deficit of research tﬁrnugh a compre-
hensive empiric analysis of the usage of in-kind'gnndé and ser-—
vices. The single reports dealt with the. areas of health care,
housing,' education, transpnrtatién and culture and were based on
group specific pattern of use. Because of the unsolved problems,
the commission declined +to combine the single results into an

integrated distribution of income accounting.

‘The study in the area of health care from Klaus-Dirk Henke is.
based on a survey fram the year 1975 concekning the freguency of
use of health care services in the previous four months. In rela-
tion to different socio—economic data also surveyed, Henke came to
the conclusion that the usage is in  part determined by age and
sed, because his method of analysis did not consider the partial
equalizétinn of over and under usage across the life cycle. This
could alsc be a reason that one and two person households have
above . average cost of usage, especially for ambulaﬁt medicél care
and for medicétinn, because older people live primarily in small
_hmusehblds. In regard to the - net income of the-.households, the
pattern bf_usage (the portion of users in each group) was not as
clear, although with rising income, the intensity of usage sinks.

The freguency of use per person results should be interpreted with

fer-—Enguete—Kommissl

4i3) Se= Trans on  1%81: Da Transtersvstem 1in
aer  Bundesrepublik Deut=cnland. Hericnt der ¥Mommission, Honnsi; and
L Darticular Hanusch, Horzt et. al. 1982Z: Vertgilung dffentlicher
["zaltransrer=s  auf EmpYyangergrupecen in der Eundeqrepublik Deutsch-
Land, Schrift®n zum Bericht der Transfer—-Snguete—kommission, Yol.
T MNo. 1 and I, Stuttgsart; Helberoger, Christofd 1982: Auswirbungen
grrentiichner  Biladungszausgaben in  oer  Bundesrepublik Deutscnland

aut  die t:nkcmmencvert91lung der Ausbildungsgeneration, Schriften
sum Zericht der Transfer—-SZnguets-rommission, Yol.d, Stuttgart



care because the chosen indicators for usage do not necessarily

reflect the actual intensity of costs (49).

Works from Martin Pfaff, Wolfgang Asam and Andreas Netzler in the
areas of education and culture (50) are also based on indicators
of the actual usage of gbods and services within one vear (1973,
as far as these can be determined and imputed. The study was based
-on data from the microcensuses from 1974 ﬁa 1976. They showed that
the main part of the educational goods and services went to house-
Hmlds with four or more members, although with a sinking portion
in the higher levels of education. The differentiation in relation
to net income of the household shows that in spite of the educa-
tional expansidn in the seventies, the lower income groups are

still at a disadvantage in this area.

In a further special repurtrsponsnred by thé Transfer—-Enguete-kKom—
mission, the attempt was made to determine the investment charac-
ter of educational goods and services. Aside from the analysis of
the basic types and direction of the effects in regard to the
distribution of income in a  cross—section of the population and
tﬁer distribution of the chancas, Christof Helberger 'per¥crmed a
life-cycle analysis, which (in contrast %o the costs approach
methcds for single birth cohorts) explains the income biography of
pecple who participated- in the educational system, Within - the
framework of this simulation, not only the direct advantages of
the free usage of the services were rzlevant, but also the future
income earnings possibilities (private revenues) as well as the
education '‘specific advantages of the statutory pensimnlinsurance.
This intertemporal analysis (a status guo analysis, based on the
Existing_ institutional features in 1975) led to some results which

were directly opposed to those of the :russ—séctipnal analysis. He

4% A fundamentsily diffemrent approach can ke found in: Eecher,
Irene  19835: Einkommensumverteilung im Rahmen der gesetzlichen
Lrankenversicherung - Eine empirische Untersuchung, ins: Schmanl,

Winfried (ed.), Verzicherungsprinzis und zoriale Sicherung, D. 52
- 11%, Tibirgen. Although this wori 1= based on the imputing of
coETs., the group specific intensity of use ic detzrmined throuch a
speEcial evaluation from the accounts o+ the statuiory health in-—
SUrAanCc=. :

Z0)  The vssults of cultures and fransoorifaticon cannot de discuszed
in greater detail here because of the problems of imputing these
geods and services tp individuals. :



showed that the educationally dependent transfers are clearly re-—
gressively distributed, so that the comparatively high cost of
higher education pays for itself in the form of higher life in-
come. ‘This remained true, even when one considers the relatively

shorter time spent in the work force and the progressive structure

of annual income taxes. According to Helberger's study, university

graduates had am  annual net income of 1536% of the cohort average,

the Hauptschule graduates, an income of B3Y%.

A study by Klaus Mackscheidt, Inge Hackenbroch and H. Werner Kam-
mann finds that the middle income groups receive most of the ad-
vantages in the area of housing. The subsidies, tax advantages as
well as Housing'.Benafits (which could also be treated as monetary
transfers) were considered and imputed according to the indicators
for usage or "piausible-hypctheses". The authors of this study

deviated from the expenditure method of valuation when they

attempted +to estimate the level of monetary advantages (subsidy

value)  for the recipients of federal building loans. In spite of

the unsatisfactnry data, the difference between public and market

conditions were determined in regard  to Dutstan&ing mortgage for
‘the year 1975. This subsidy value was then imputed to the renter
in public housing. Hnusehalds with higher or middle incomes, civil
servants and self employed indi&iduals, as well as larger house-—
holds seemed to be at an advantage, although there were lafge dif-—
ferences between the individual program effects on the distribu—
tion of income. As a result they figured that nearly &0% of the
tax 'advantages for  premiums from savings and  loan associations
(Bausparbeitrige) accrued to the top income classes, but only 7%

of the transfer went to public housing tenants.

4. Suggestions for expanding the LIS—Databahk for the Federal

Repubnlic of Germany

.The LIS-Noncash Income Project serves +he purpose of expanding the
databank  of the "Luxembourg Inccme Study” to ‘better enable
Tomparative analysis of incbme distribution. At present, the data-—
bani, +for the Federal Republic c? Germany is limitzd to socic—eco-

Romic characteristics and monetary income of housenolds and fam:-—

"~
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lies (51). However, the distribution of material welfare is alsc
determined by the public or private in-kind transfers received.
These +transfers can be directed at an object (for example through
governmental interest subsidies to limit rent increases) or di-
rected towards individuals {(for example, through direct rent sub-
sidies {(monetary transfers) to the poor). Furthermore, a study of
the distributional effects of tax subsidies is desirable. Although
these are implicitly included in the distribution of net income,

they can not be differentiated from the effects of the tax rates.

In Drdér to achieve greater comparability of the data for the
countries participating in the LIS—Prnject; certain commen con-—
ceptual principles for the imputing of nonmonetary income should
be recognized. Dtherwise, there is a danger that the resulting
(expanded) databank could contain additional distortions (caused

by the methods) when used for international comparative analysis.
We aoffer the following suggestions for discussion:

1) The Imputing of governmental nonmonetary income shquld be
limited +to benefits which have  predominantly a private goods

charactar.

2) In regard to the valuation of in-kind income, the wutility
method should not be "risked" because of unsolved theoretical

. problems. Rathesr, the simpler cost method should be chosen.

. %)Y The in—-kind income from the social insurance should not be
vaiued on the basis of individual usage, but rather be considered

in the sense of a valued insurance protection.

4) Restrictive methods shoﬁld be used for determining the defini-
tiponal limits and imputation of +tar subsidies, because of the
arbitrary nature of the standards of refersnze, which must be set,
because of the differant types of tax progressioné and becaﬁse of

considerable empirical problems.

i) ie ot this is the use of direc: transfer pavments as
ocposed to the recuction of tax liability to achieve a given gosl.



4.1. Imputing of Health Care Services

The imputing of health care costs must vary with institution.
National health care is built around the insurance principle so
that the frequency of individual claims for services is not a
suitable basis for imputing, although it éan be used as an empiri-
cal basis to identify risk groups. Deviations from this basic in-
surance prin:ipal'exist in financing, through the income dependent
contribution structure (52) and thrnugh'noncnnsideration of group
specific risks. One can ask to what extent an imputing of the NHI
expenditures, in the sense of valued insurance coverage, can and
should take health care cost risks into account, for example by
age, 5ex, professional, indﬁstry or regional risks. Because a

large portion of the insured are covered by the NHI most if not

all of their lives (53), yearly imputing on the basis of risk can:

be ignored. In this case it would be assumed that differences in
the claimed cost . of goods and services dﬁring the life-cycle can-—
cel each other out (S54) and that other extraordinary health cir-

cumstances (55) fall under the insurance blanket of risk egqualiza-

tion. For this reason, the total NHI expenditures, net of monetary

transfers could be imputed on an equal per-capita basis to the in-

52} The contributions are already incorporated in the LIS—-Data.

53 At the end of 1985 there were almost 24 million employed (not
incliudina uwnemployed, youth, and Rhandicapped, student=s and comnva—
lescing) insured oy the MHI, which is %2% of the work force. In
addition to this, there is a compulscry insurance +or students,
unemployed and the retired as well as coverzage for children (up to
‘a certzin age and income limit) and non—-working spouses, s that
almost S6 miilion people, 2% ‘of the population are included 1in
the NHI. See Bundesarbeitsblatt 1985, No. 10, p. 126 and p. 12%9:
Bundesministerium +for Arbeit and Sozialordnunag  fed.) 1986: Ar-—
beits— und Sozialstatistik, Statistisches Taschenbuch, p. 2.3 and

2.1

S} fnother approach can be found in Becker, Irene 1983. Thers= the
risk characteristics of age and sex ars considered by insurance
protection  value within the framework an annual acccounting because
on  the individual level, the under or over average usage of these
=grvices is neot alwavs included. In contrast to this the insuwrance

nrincicle i= acceEnted  in  Hauser.o Fichard 1986: Empirisch=2
Umvertzilungsanalveen  als Beitrag zu siner Theorie des Systems der
zozialen  Sicherung, in Hanau, Klaws, S. Hulzr, W. Neubauer (ed. ) .
dirtscnatts— und BSofialétatistifz, Zmoirische Grundlagsn oli—
tizeher CSrtscheidungen, pp. 417 — 443, her= o, 4II, GottingsEn

regional differspces  in pollution  ar
b= ’
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sured and their family members {see Table &) (86). In & similar
way, the expenditures for Aid for Civil Servants and Retirees
could be imputed in absolute -equal-amounts. Because of a lack of
data, the number of the  included family members should be esti-
mated using a guota similar to the one used to estimate the number

of co-insured family members in the NII.

Other - nonmonetary health care transfers need not be included in
estensions of the LIS-Databank. In view of the comparably small
macroeconcnomic importance (537) - and the available information, an
individual imputing of the benefit recsived would be at best only

a rough'estimate'(EB).

6.2. Imputing of Educational Services

Imputing nonmonetary transfers in the area of education, when us-—
'ing an annualized database, is particularly problematic for ‘theo-
retical as well as methodological reasens. The utility occurs in
later periods than the year of the expenditwe and estimating
these transfers is only possible Qsing restrictive assumptions.
The results are then, uncertain, and one must deal with the prob-
lems of disﬁounting as well. The value, for individuals and
groups, of free or tax—-financed education_wculd be better deter—
minmed +through an intertamporal study, although even this type of
complicated study ignores gexternal e%%écts such as =sconomic growth

etc. The results of this type of analysis (59) should not to be

=) Health insurance. for the retiree is in part financed by the
tatutory pension insurance, but accerding  to this cancept, 1t
hould be valued indiwvidually with the same amount as for other
insured persons. : ' : '

oo {FI

57 The heaith carsz services of the Sccial Assistancs, at almost 8
biliicn DM, is considerablie. However these are primarily Ccasb
reimburzements for pecple in homes for the elderly and disabled.
Thiz poepulatien group 1s not inciuded in the origiral LIS—-data-
bani. ' :

FZ0 million

=Z=) Sz in  thE case of the Zureau of Fublic Heslth (1,7

DM 195Z, see Table 3), because of lacking indicarors for  the
diztribution OFf usSagdE and ocecauvse nf srternal erf=gcts, these =Er~
viczs snould be imout=zr am an =gual per—capita basis, resulting in
‘an. annual in-kind component of about 2 DML



interpreted within the framework of a crosssectional amalysis of
the material welfare distribution and should not be added to other
components of income (&0) because the (potenﬁial) rise in well-
being occurs in later periods. That leaves the possibility,
despite all our reservations, to impute the cost of the educa-—
tional system through indicators of individual usage. With this
concept, a very unrealistic reference standard is assumed and used
as a basis for gquantitative analysis. The assumed étandard of com-—
parison is based on individual usage, financed through fees, but
witﬁ an unchanged user behavior and costs (and cost structure) in
regard to the status—quo (61). The imputed cost for students at
different levels of education are shdwn_in Table 4 for the years
1781 and 1984, Capital expenditures are not included here because

of the limited relevance of a periocdized imputing of these costs.

The LIS-Databank contained no specific information on the usage'af
educational institutions by the different household members at the
time of the -survey. This information could, however, be obtained
. through the data of the fransfer suryey of 1981 (the empiric basis
of the LIS-Databank for the Federal Republic of Germany). The per-—
sonal imputing D? costs is particularly problematic for students
at the tirtiary level for three reazons: first, the data does not
differentiate between universities and senior technical universi-
ties (Fachhochschulen); second it is difficult to di%+erentiate
 between the expenditures for research and instruction in the uni-=
Versitiés; and third,  the services offered to the community, par-—

ticularly the university clinics (for example patient czare for the

disabled) should be daducted from . the total expenditures. As an

alternative, one can omit public education from nonmonetary income
during the educational period; this ‘“restrictive” method is more
compatible with the gwnals of this study, the estimation of the

gistribution of material welfare in a crosssection of populations.

&) Iintertemporal simulations are 1
auz, but rather are dirscted  towa
o+ the possibie effecis of potzntial solit:

£ a description of the status
= Tar—-reaching gu=stions

i Drograms.
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i ¢ for theoretical res-—
ICuts as= bheneflits for an =m—
= Foohelr education, which
dering the length -of time,

51). In the frameword on ex-—
sgrs. it would be mores  cen
nigvedq per=on, & porticn of
occurred in the past, but

they will be in the wori force.

uw
=0
B ook trom
T oot
i m

&
-
o
M.
0



——

I3

.3 Imhuting of Nonmonetary Income in Housing

‘The imputed nonmonetary income for housing can only be a rough
estimate at best, because of the complexity of rules, relevant
characteristics as well as regional differences. Even estimates of
the total volume of governmental support for housing show large
discrepancies iéz}. A simplified accounting on the basis of the
number of owner-occupied houses and apartments, or certain private
expenditures, for example home maintenance, probably leads to

distortions. This is because of two factors:

1. the portion of home and property owners is relatively high in
the lower income classes. This is possibly a result of inheritance
{(63) or the relatively lower income position in the life-cycle

("elderly"” households); and
2). home maintenance rises with the age of the building.

Hoth indicators make the proportional accounting of public support
for housing difficult, because, in the course of time, the de-
-clining support for owner—cctupied housing is not considered.
'Subsidieé in the area of housing cannot be deferminéd on the basis
af single :haracteristics;- instead ane must consider a vafiety of
variables +from the household level. In addition, there are prob-
lems here (which have not'-yet been resblved), as .tD the unex-—
plained incidence of support, the needed periodization, as well as
the lack bf data for the Federal Republic of Germany. In par—
ticular, the lack of housing data in the LIS Databank restricts
the imputing of housing subsidies. The databank differentiates
only between rented and owner—-occupied housing and for the latter}
an imputed rent is estimated. The renters of public hcuSing cannot

be distinguished from the renters of private housing. Tax sub-

&) See Transfer—Snguete—Kommission 1781, p. 87 $f.: The studies
contrasted there, differ +From each other as to volume of support
pv © =sbout 100X, which 1= not only dus to  the differsnt vesrs
trzated in ths stugiss (1972 and 1973), but i3 also due to differ—
enczs  in definitiens of terms, distribution hypotheses and the
stati=stical data. ' ' ' :

557 Accoraing the inceme and usage surveyvy of 1983, just under
Z0¥  of home-cwner housenolds acguired their property  through
inheritance2, sgg Wirtecha+t und Statistik 1985, dNo. 12, p. 7735



sidies cannot be meaningfully imputed when the age of the building
is unknown and the precise rental value of owner occupied Mousing
is only possible with  information about qualitative

characteristics of the'pruperty and its location.

As with education; the best way tp consider housing subsidies lies
in making estimates directly, using data from the transfer survey
of 1981. The somewhat broader catalog of variables coﬁtains some
starting pcints'Fcr imputing the value pf nnnmonetéry subsidies in

the area of housing:

= Information on the housing conditions, di%%erentiatedrin regard

to public housing,
- Information on size, characteristics and location of the home,

- Information on rent costs or estimated rent for owner occupied

housing (&4) as well as maintenance costs,

- Information on, if governments loans or interest subsidies were

granted and what tax subsidies exist, and finally,

- Information on savings-premiums received in the last year. These’
should be considered as monetary transfers but are not contained
in the LIS-Datatape and shouwld be added to cnmplete"this

information.

The differentiated data from the transfer sufvey 1981 should be
extended .thrcugh broad simplifying assumpticns in order to impute
income. FPFroblems arise from the differences between the time of
taxation (&5), which 1is only known for the time period before the
survey, and the monetary income, wHi:h relates to time of the sur-

vey. This makes it difficult to determine reliable estimates of

44) See Klzin, Thomas 1965: Umfang und Strukturen der Armut unter
dem Einfluld ven Iweitverdiensten., 3Tb Grbeitspapier M. 170, p.
7.  Franufurt-Hanniheim. Elein uses s =o0t of income, which in-—

=
cludes the rent valus of Cwner DCoup pusing f(estimata by the
surveved). Missing values were sstimatea through regression analy-

si=.

65 For grample, accs
digs From savings and
ings premium.

lerated depreciation, Art. 7 EStE, t
i contributions or the granti



marginal tax rates. Also, the volume of subsidies for public hous-—
ing can not be adequately considered because the incidence is un—.
known. The imputing of governmental expenditures to renters alone,
is not justifiable in this area. This is because the éubsidy can
only be determined as the difference between subsidized rent for
public housing and the market rent for private hdusing. The size
of the difference between the cost based rent and the market rent
may wvary in different periods and have different effects on income
distribution (&66). Also, the fact that landlords and construction
firms are pbviously recipients of these benefitsrwhich cannct be
adequately considered. Finally; the methods of imputing implicit
rent for owner—occupied housing should be viewed critically. Aside
form the fact, that the estimates of the surveyed are possibly
unrealistic, there is the problem of considering thé deductibility

of costs (depreciation and maintenance) (67).

On the basis of the considerations shown in the preceding section
and the structure of nonmonetary income in the Federal Republic of
Germany, we are plamnning the following concrete additions to the

LIS~Data.&8

&£5) See Bartholmaiy, Bernd., K. Ulbrich 1977: Freigabe dev Sozial-
P UG ET T Dewtsches Imstitut T WirhschatT fsforsahung (BIWI .
Wamhenbericht -2 1279, Berlinw ’

H7) See Hausar, Richard. Elanie Heldann 1981: Dis UFr'rllunG'im—
pliziter Transiers Iugunstern von Eigennuizerhausnal tan im oahv
176% - Eine mikrodckormomische Snalvyvss suf Basis von Inmdividualdaten
der EYS. 3Th 2 “‘be tspapier M, SR. p. 18, Frankiorfi-flannneidn.

the

A8 For the imputations
ol the transter EUTVE“
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Tvype of Income

Nonmonetary trans—
fers of the GKV
(medical, dental

and hospital care)

Aid to Civil Ser-

vants (SO%-70% re-—

imbursements for
medical , dentsal,
and stationary

care)

he same family

Amount per person
in DM (1981)

Imputing Method

Valuation of the 1,458
insurance protec-
tion in equal
amounts per insured
person., Summatibn
with every house
held member
(LD1(3)=1 or
LD(S)=2) or family
member (LD1(5)=3)
belonging to the
NHI (variable

TR61{1I))
Valuation of the 5,902 mil.
insurance protec P '

tion in equal with P=(civi1

amounts per eligi - servants, jud-—
ble person, where _ ges, career

' soldiers and
guota as in NHMI is
used (S3I%). Summa- ents) *1.53
tion with every -

household member or

family members. -

Civil servants,

judges, retirees,

those receiving

pensions or quali-

fving dependent of

these persons

pension recipi-

36



Costs for education
¥dr students (ex-—
cluding compulsory

school period)

Rental value for
pwner occupled

housing

Valued by expendi-
ture per student,
differentiated ac-—
cording to educa-
tional level -(ex-
cluding capital in-

vestments research

expendi tures) Sum—

mation with every
household member
over 15 years

of age and who is

" attending one of

the mentioned
educatiocnal

institutions.

Valuation by the
estimation of those
guestioned (TR184).

Estimation by re-—

gression 1n case of

missing answer.

Realschule:
3,700 '
Gymnasien: 4,700
Beru+tliche
Schulen:

2,400
Fachhochschulen:s
3,700
Universitaeten}
7,800 '

Estimated value .

using data from
the Transter '

Survey (1981)

These imputational procedures sketched here will have to carried
out in Frankfurt because the LIS-Databank is too limited. In Llx—
embourg, the files will bEe merged (exact determination the page

numbers).



Table 1: Pumlie and Private Expenditures for Social Security and Education in the Fegeral Republic of Germany
- in Mio. DM - '

_38_.

Year 1976 1973 1990 1991 1982 1983 1904 1985 1988 (1}
Type af transier (2)
Direct Monetary 111,236 212,613 285.348  301.8%0  Gl1L1S 3197257 327.862  T3k.161 350.187
Transfers {3) .
Tax Subgsidies (4] 18.079 19,612 28.762 29.890 30,874 LTI G4.006 JA.29L 45.008
Direct and Indirect 59.068  133.817 191,677 209,147 215,967 - 218,200 228.0B4  235.714 242,333
Neraonetary Transfers (5)
Total Transfers 188,383 Ib6.042 505.809 540,287 557.799 570.31¢ 589.9h5 608.166 438,118
- Structure in I of Total Tramsfers -
Direct Monetary 59 38 57 ) 38 36 i) 33 o3
Transfers (3} ) _ :
Tax Subsidies (4) 10 3 b 4 5 5 bl b 7
Direct and Indirect 3 37 iz 32 9 M 3 39 R
Nonaonetzry Iransfers (9}
Tetzl- 100 100 00 $00 100 100 109 100 ]
- in 1 af the GNP -

. Mract Honefzry 17 2 19 20 20 19 17 18 18
transiers {3} ' .
Tax Subzidies (4) 3 2 2 2 2 2 2 P 2 .
direct snd Indirect 9 13 13 13 13 13 i3 13 12
Nenaonetzry Transtere (3)

Tatal 29 b 3 3 34 3 L 32




. - 39-
Source: Federal Mimistry of Lapor and Social Affairs (FMLSA ed.) 1985: Materialband zua Sozialbusget 1984,
Bonn and Federal Ministry for €ducation and Science {FMES ed.) 1985: Grund- und Strukturdaten 1984/87, Bonn.

[} By estisation. ' ~ : .

7) After definition of the "Sozial Budget"; excluding non-imputable general goods and services.

3) Monetary transfers with the function of wage replacesent. ]

§) Without tax subsidies in the areas of housing, health, cavings . cee FHLSR, p. 234

5} Cash reisbursesent and goods and cervices + direct expenditures for education (aperating costs in the areas: ¥indergarten,
external education of youth, school, university, additional vecational trainingd + indirect transfers in the areas of housing
tpunlic housing, aliowances for civil servants, lower interest rates and grants + tax reliefs), health and private savings.
See FHLSA, p. 123 and 237; FHMES, p. 245.
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Table 2: Nopaonetary Transfers (1) in the Federal Republic of bersany

~ Year .19 1975 1980 . 1981 1982 1983 1984 1983 1986#
Institution : :

Social Insurance Systes (2) 29.051 73.823  103.876 115066 120,243 119.558 125.401 129.363 133,145

49 35 T4 53 b 55 55 ] 35
Systea for Aid %o Civil 1.938 3.991 3.799 6.320 5.704 6.5B4 6.991 7.192 7.407
Servants {3} 3 3 3 3 3 3 3 3 3
Eaployer Transicrs (4) 86 201 252 28 efe 294 346 350 ane
051 0,1 0l 0,1 0y 0yt 0yl 0,1 0,1
Social Indemnity (3] g9 1.468 L4 1.855 1.537 1.987 . 1,934 1.862 2.0b1
1y 41 0,9 0,9 0,47 09 0,8 68 . 0,9
Social Aid and Bemefits (&) 3.932 8.472 12,739 14.281  15.28% 15,578 . 15.866 16,429 17.630
b 7 7 "7 7 7 7 1 7
Tax Subsidies {7) 2.548 4,440 7.167 7,483 7.783 B.3s2  9.181 9.781 9.670
§ 3 § 4 4 4 4 4 §
Housing Transfers [(8) 4.033 §.550 3,960 4.420 §.370 §.720 5.070 3.420 5.540
. 7 & 3 -3 g 2 [ 2 - K
Educational Sysvem {9} 16,668 3b.354 Shoidl 5T 452 59.211  61.193 83,318 &5.12t 86,498
29 27 28 2d 28 28 28 28 27
Total _ , '59.068 133,817 191,679 209.147 215.414 218,300 224.087 @35.714  B42.323

t estinated

Source: FHLSA (ed.) 1?Bbﬁ_ﬂaterialband zum Soziaibudoet 1986, Benm
FMES ted.): Grurd- und Strukturdaten 1786/87, Bomn

{} Cash reimourcement. Qo605 and services in definition of the "Sczialbudget® + selected indirect iramsfers + operating
test of telected areas 1n definition of the 'Biidunesbudger®. _

1. line: in Mic, D, 2. }ine: in % of total eonetary tramsfers,

2y HPI, MHI, NIT. Transfers according io the Labor Frometion Laws Farmers Fension Systea and Insurance for the Zelf-
Eaploved. _ : h

3} Hostely casn relaburczaent,

4) Hestely in the area of healthcare. -

%) Hostely in the area of Har Yictias Suppert. :

a) Mosteiy in the zrea of Secial Assistance, Suppert for Youih (Jusenghilfel and Wousing Benefit (here included as cash
relzpurceaent!, : : ' ' '

71 In the areas of health, housing and private savings. )

3} Lower interest rates and -grants for loans in the area of Public Housimgj inciuding expenditures froa public emoloyers
ang grants frem the fgquaiisation of Burdems Fund. :

) Public zxmensitures for: kingerparten, exiernal educaticn of youth, schaol. amversiiy, sdditienal vofatienal iraining;
excluoing iavestment Cost. '



Table 3: Selected Honacnetary Types of Incose in the Fedsral Regublic of Gersany for the Year 1733 - #1-

in Mic. DN in T Share of GNP Share of
£1.837,9 Bio. DM} Total Nonsone-
in X Transfers tary Transfers
{s.Tab. 1)  (s.Tab. 1)
in 1 in 1
Healthcare Systea (1) 120,028 80 & n 31
with
- Social Insurance Systen .
NP1 4,3%0
HH1 76,538
RII : ' 1.992
Fareers Pension Systea (2) 2
- Aid for Civil Servants 8736
- War Victin Support (3) B 04
- Social Assistance (4) ' 7.820
Bureau of Public Health - 193
Educational Systes () | 85.120 33 3 11 28
Housing Systea o 14.350 7 L 2 6
-= Tax Subsidies (&) _ 9.37¢
- Other Housing Transters (7} _ ' 4.989
Total Transfers - ' o ' 199. 459 - 100 10 I 83

Source: FMLSA (ed.) 198&: Sczialbudget 19Bb and FHES (ed,) 19B5: Grund- und Strukturdaten 1986/87

1) Honmonetary transiers incl. cash reisdurcesents; excluding non-isputable general cervices. _
7) Health care pessures and expenditures for care personnel: cee Sozialbudget 1986, p. 137; ro cash reisbursesents.

3) Without seasures in the zraza *political refuges; including this srea, there are exoenditures about 1.670 Mio. DNj
respectative Lo the definition of the *Sozialbudget® were the expenditures for curative treatzent about 780 Hio. DM.
1) Health care seacures without Care Benefit (Pflegeneid). ' '
S} Perconnel and cperating cost, repectative to the definiticn of the '“11dunu=nuuset'; cpe FHEE (ed.): Grund- und
Strukturdaten 1984/87, p. 243

&) Extended deductibility of interest payments, property tax reduction, extended depreciation for crivate housing, tax
reductions for savings in home loan ascociaticns, special tax reducticn for children; cee Sozialbuezet 1986, p. 133

7} Interest and principzl orants, lower interest rates for Public “uu=1ﬂu, without punlic preaiuas for zavings in home loan
"aszociations and empioyee’s savings prE'!UES



Table 4:

-7 -

Expenditures for Education and Imputed Cost for Students f

at Different Levels of Education in the Federal Republik

cf Germany

.8C0O

_ Year 1881 1284
Level of Education Expend. in per Stu— Expend. in per Stu-
Mio. BM (12 dent Mio. DM (12 c=nt
' in BN : im DN
Primary and Lower
Secondary School _
(Grund: - und Haupt— 15,381 3.B8B0O0 15.626 4.600
schulen (2)) '
Special School
(Sonderschulen (2J)) 2.487 9.400 2.630 14.100
Intermediate School
(Realschulen wund 3.584 3.700 3.728 4.700
Abendrealschulen) '
Academic Secondary 5.
(Gymrasien und 7.745 t.700 8.430 5.700
Abendgymnasien)
Uocational School
(Berufliche Schulen) 5.178 2.400 .334 - 2.800
School Administration 2.417 300 2.370 300
Technical University _
(Fachhochschulen) 1.110 ' '5.700 1.220 5.000
University C€3)(%) 6.S00 7 9.500 3.000

Source: FMES (ed.)

1986: Brund- und Strukturdaten 12

85/87, p. 83 and 205;

Statistisches Bundesamt (ed.) Fachser*a 1%, Reihe 3.4 and

Fachse:;e 11,

‘1) Persannel- and opesrating cost;
2l Including Pre—-School.
Inccme from offered services in the arsa af unlvar51_g clinics is

3
dedyuctod.

%) Averzg= sxpEnditurss per student (shars
as assumed by Helberger,

Reihe 4.1

a
Christof 1282, p. 3

excluding investment cost,

tures For instrcucticr

ndity
total expenditures).

xrendil
0% aof



-4‘.3..

Table S§: Tax Subsidies in the Aresa of Housing. (13

1380 1984 1885

Extanded Depreciations : 4,200 5.100 5.120
for Homebuilding _ (65,4 (58,7 : (593,00
Special Child-Deductions - 335 410
for Homebuilding ' : - 3,8) 4,42
Extended Oeductiblity- ) oo 1.200 1.800
of Interest Payments _ _ - (13,81 13,22
Property Tax Reduction A - 1.320 1.240 1.22C
: (20,6) 14,32 ' 13,02

Tax Reduction For Savings 300 7 B20 730
through a Loan Association : C1l4,0) (9,4 (8, 4>
Total Tax Subsidies - 5.420 8.655  8.37

Source: FMLSA (ed.) 1328E: Smiialbericht 1288, Bonn, p.. 153

1) 1. line: in Mio. OM; ' 2. line: in % of column



....[r."L-.

Table 6: Nonmonetary Transfers of the National Health Insurancs in the
Years 139B1 and 1285

Year Expenditures (1) - - Number of Covered Average Annual
Persons (2) Risk Protection
per Parson
- in Mig. N - - in 1.000 - : = in OM -
1881 Bo.070 : S4.930 ' 1.458
13985 368.635 . g5 .84 : 1.727

Scurcs:-FHLRS (ed.) 18B8: Materialband zum Sozialbudget 198B, Bcnn p. B8
. and 74; BundesarbELtshlatt 1382, no. 12, S. 124 and l 8E,
10, p. 129 :

1) For goods and services + cash rezmbursemants excluding non—imputable
general services.

2) The data for 1881 must be estimated, because of lack of data for .in-
cluded Eamlllg members (ratioc of 35% cE total insuresd).
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