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Abstract

The need for more comprehensive and integrated data on individual well -being is
widely recognised. In order to identify better measures of economic performance in a

complex economy and thus going Beyond GDP, Stiglitz, Sen and Fitoussi (2009)
recommend to c onsider income, consumption and wealth and to give more
prominence to their joint distribution. New household surveys as those developed as

part of the Luxembourg Wealth Study and the Eurosystem Household Finance and
Consumption Network (HFCS) represent a milestone in the ongoing process to better
measure individual well  -being. We explore the prospects for using the HFCS dataset as

an underlying micro -database for the EU tax -benefit model, EUROMOD. The
advantages of this process are twofold. On the one hand , as the HFCS only contains
gross income amounts which are not suitable for redistributive analysis, we derive net

incomes by simulating the gross -to-net transition with EUROMOD taking into account

all important details of the social security and personal income system. On the other
hand, we discuss the expansion of new policy domains introduced into the EUROMOD
simulations such as wealth taxation, incentives for wealth accumulation and asset

tests determining benefit eligibility.
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1 Introduction

The incre asing accumulation of private wealth in Europe appears as one of the most

striking evolutions in the distributional literature over the last 40 years. The aggregate

private wealth -national income ratios have nowadays returned to levels observed in

the 19th century, ranging from 400% to 700%. Such levels are determined by

different economic factors, such as the long -run asset price recovery effect, high
saving rates and low economic growth rates, at least partially sustained by pro - capital
policies (Piketty & Saez, 2013) . High wealth -income ratios are not necessarily bad but
they raise challenging issues about capital taxation (Piketty, 2011; 2014) and the
overall structure of inequality (Davies, Wealth and economic inequality, 2009) . First,
while in the last 50 years the contribution of wealth taxes to government revenues has

diminished, there are strong arguments nowadays for broadening the existing tax

bases to include wealth and income from wealth both on horizontal and vertica | equity
grounds. As long as wealth is more unequally distributed than income, wealth taxes

are attractive in distributional terms. Moreover, as far as economic efficiency is
concerned, wealth taxes minimise economic distortions by taxing fixed factors (Hills,
2013) . Second, given that wealth is in general very concentrated (with a Gini
coefficient ranging between 0.5 and 0.8 over time and across countries) and to some

extent correlated with income, the inequality of wealth is li kely to exacerbate overall
inequality. Taxing wealth is a way to reduce this inequality. Hence, it is important to

assess the role of the different wealth components across countries, in order to set

appropriate tax -free allowances and concentrate the tax burden on the wealthy part of
the popul ati on, given the increasing role of
along the entire income distribution (Figari, 2013)

In such a context the need for more comprehensive an d integrated data on individual
well -being is widely recognised, as highlighted in the Report by the Commission on the
Measurement of Economic Performance and Social Progress (Stiglitz, Sen, & Fitoussi,

2011) . In order to identify better measures of economic performance in a complex
economy and thus going Beyond GDP, Stiglitz, Sen and Fitoussi recommend to
consider income, consumption and wealth and to give more prominence to their joint
distribution. New hous ehold surveys as those developed as part of the Luxembourg
Wealth Study (Jantti, Sierminska, & Van Kerm, 2013) and the Eurosystem Household
Finance and Consumption Survey (HFCS) developed by the European Central Bank
Eurosystem (HFCN, 2013a) represent a milestone in this ongoing process to better
measure individual well  -being.

However, distributional analysis of income and wealth requires information on
disposable income and wealth which are not av ailable, as the new Eurosystem data
includes only gross income values. Moreover, in order to simulate the effects of wealth

taxes and (budget neutral) reforms to the current direct taxes a microsimulation

model is need.

In order to allow for cross -country coverage and comparability, a European wide tax -

benefit microsimulation model like EUROMOD is most appropriate. EUROMOD is a
static model that provides measures of direct taxes, social insurance contributions,

cash benef its as well as market incomes in a comparable way across countries.
EUROMOD simulates cash benefit entitlements and direct tax and social insurance
contribution liabilities on the basis of the tax -benefit rules in place and information
available in the und erlying datasets. Instruments which are not simulated, as well as
market income are taken directly from the data. The public release version of
EUROMOD covering all EU -28 countries is freely available from the University of Essex.

For further information, see Sutherland and Figari (2013) . The aim of this project is to
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broaden the policy scope of EUROMOD in order to allow for simulations covering
current and alternative systems of wealth taxation.

The aim is to provide a n extended version of the EUROMOD model which includes, for

a selection of EU countries, the relevant policy sheets to simulate wealth taxes on

tailored input database. Such a tool will enable to carry out autonomous analyses on

the effects of potential re  forms to current wealth taxation policies in EU Eurozone
countries using microlevel (i.e. household level) data reflecting up -to-date
characteristics of the national populations and fiscal systems.

In particular, the output of the project will include:
A A new EUROMOD input micro data set (and the do -files used to its derivation)
including information on assets and financial income for 6 EU countries;

A a tailored and flexible set of EUROMOD policy sheets where current and
hypothetical alternative wealth ta X policies are implemented and that could be
further used in the future by IPTS as a simulation tool.

The modelling tool described at the above points i) and ii) will enable to extend the
simulations and analysis to other European countries and to future years (accounting
for the evolution in tax policy rules, in the underlying population characteristics and in
the wealth (income) distribution). The modelling tool will have a great future potential
for analyses of wealth tax reforms and their impact on ho usehold disposable income
and wealth and inequalities therein in EU countries, covering:

A timely analyses of wealth tax policy reforms that might actually come into force

in the years to come;

A analyses of potential alternative wealth tax policy reforms;

A analyses of the joint effect of wealth tax policy reforms and other tax -benefit
reforms affecting househol ds6 di sposabl e i ncome
The remainder of this report is structured as follows. The second part focusses on the

HFCS data and its transf ~ ormation into a EUROMOD input database. More specifically, it
discusses the main advantages of using the HFCS data for simulation in EUROMOD,

how the transformation into a EUROMOD input database is achieved in practice and

how the outcomes of this database after simulation in EUROMOD compares to
outcomes obtained based on the EU -SILC input database. A detailed discussion of the
wealth related policies that are added or refined in the simulations of EUROMOD is
covered in the third part. In part four we prov ide some illustrative examples of
research which is made possible with the new database and policy sheets. In
particular, we look at some analyses regarding the joint distribution of disposable
income and net wealth as well as several wealth tax policy ref orms. Finally, part 5
concludes and some additional information is provided in the annexes.

November 2017 13
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2 A EUROMOD input dataset based on the Eurosystem
Household Finance and Consumption Survey (HFCS)

2.1 Introduction

EUROMOD simulates cash benefit entittements and direct tax and social insurance
contribution liabilities on the basis of the tax -benefit rules in place and information
available in the underlying datasets for all EU countries. Instruments which are not

sim ulated (mainly contributory pensions), as well as market income, are taken directly

from the data  (Sutherland & Figari, 2013) . As such, EUROMOD is of value in terms of
assessing the first order effects of tax -benefit policies a nd in understanding how policy
reforms may affect income distribution, work incentives and government budgets in

the short term. Moreover, EUROMOD is built in a way that maximises its flexibility and
possibility to simulate tax -benefit policies on differen  t databases.

Currently EUROMOD runs on the EU -SILC data. EU -SILC is a dataset launched in
2003 -2004 and surveys microdata on income, poverty, social exclusion and living
conditions. Key figures are also made available through the EUROSTAT statistical
modu le. It currently covers all 28 EU member states as well as Switzerland, Iceland,
Norway and Turkey. In contrast to the HFCS, EU -SILC provides both gross and net
values of all income components. Moreover, it also covers detailed information on
economic acti vities, social benefits that are received and issues relating to housing.

The EU -SILC database is the most widely used in socio -economic studies on European
countries. Therefore, the advantages and pitfalls of the data are relatively well -known.
However, b ecause EU -SILC covers only limited information on wealth and income from
wealth, we explore the prospects of using the HFCS data as an underlying database

for EUROMOD.

2.2 General description of the HFCS data and choice of countries

The Eurosystem Household Finance and Consumption Survey (HFCS) is a new dataset
covering detailed household wealth, gross income and consumption information. It is

the result of a joint effort of all National Banks of the Euro zone, three National
Statistical Institutes and the Eu ropean Central Bank (ECB). The HFCS will be
conducted every three years and most countries plan to set it up as a panel from the
second wave onwards. Similarly to EU -SILC, the HFCS survey has a probabilistic
sample design which only includes individuals living in private households, i.e.
institutionalised and homeless citizens are excluded from the target population.
However, the HFCS target sample also includes only those living in the respective
country were the survey was conducted, such that non -resid ents are excluded (HFCN,
2013a).

The HFCS core variables questionnaire includes one part which covers topics such as

socio -demographic characteristics which are asked on all household members, and
employment, income and pension related questions asked for all household member
aged at least 16 years old. The second part of the questionnaire is surveyed at the

household level and deals with questions on asset accumulations and their related

income streams, debt holdings, intergenerational transfers and savin g and
consumption patterns. An additional list of non -core variables specific to each country

is also part of the user database (HFCN, 2013a).
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The first wave was made available to researchers in April 2013 and contains ex -ante
harmonised information on mo re than 62,000 households in 15 Euro area member
states ' which were surveyed mostly in 2010 and 2011 (HFCN, 2013a). In this report

we use the UDB 1.1 version (February 2015 release) of the HFCS data on 6 countries:

Belgium, Finland, France, Germany, Italy and Spain. An overview of their data
reference periods is provided in Table 1.

Table 1: Overview of reference periods

Country Wealth Income Fieldwork

Belgium Time of interview 2009 04/10 1 10/10
Finland 31/12/2009 2009 01/10 T 05/10
France Time of interview 2009 10/09 1 02/10
Germany Time of interview 2009 09/10 1 07/11
Italy 31/12/2010 2010 01/11 7 08/11
Spain Time of interview 2007 11/08 1 07/09

Source: HFCN, 2013a, p.74

Due to the cumbersome and time consuming procedures required to derive the new

input data, it is not feasible to include more than 6 countries. The selection of

countries was made such that we have a good representation of different tax - benefit
systems and wealth taxation. These are EU member states with the most developed
housing markets, thus presenting good cases for the analysis of housing wealth which

is a major component of mo st househol ds6 wealth. I
these countries are among the highest in the HFCS. Moreover, the quality and
reliability of the HFCS data is not clear yet for all countries. For Belgium an extensive

validation of the HFCS data against external data sources such as EU -SILC and SHARE
indicates that the HFCS i s sufficiently reliable for the study of income and wealth in
Belgium. Differences in the distribution of income between EU -SILC and the HFCS are
mainly found at the bottom and the top of the distribution and appear to be mainly

due to the effect of the HF CS oversampling strategy (Kuypers, Marx, & Verbist, 2015)
Moreover, the HFCS surveys of Spain, France, Finland and Italy are adapted from prior

existing surveys covering wealth information and hence the strengths and weakness es
of these data are relatively well -known.

For Finland it is important to note that the HFCS information was gathered using

register data; there was no separate data collection through interviews. The register

data draw on the sample from Statistics Finl andbés income and | iving condi
(i.e. the Finnish EU -SILC). Information that cannot be taken directly from registers are

estimated using various methods ( see HFCN, 2013c for more information).

2.3 (Dis)advantages of using the HFCS for EUROMOD

Simil arly to EU -SILC, the HFCS meets the basic requirements that a database must

fulfil in order to be incorporated in EUROMOD in a sensible way. Indeed, the HFCS is a

recent, representative sample of households in all countries 2. Moreover, the income
components covered in the HFCS are largely the same as those in EU -SILC, as well as
socio -demographic characteristics and most other information affecting tax liability or

benefit entitlement.

! Ireland and Estonia are not included, but joined in the second wave (fieldwork period is 2014). Moreover,
Latvia, who joined the Euro zone on the 1st of January 2014, has also carried out the survey for the
second wave.

2 Except for the sample of Slovenia which is only representative at the euro area level, but not at the
country level (HFCN, 2013a) .
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The largest added value from using the HFCS data as an underlying database for
EUROMOD is that it covers much more detailed information on wealth -related issues,
which enables the expansion of policy domains currently covered in EUROMOD with
taxation of wealth and income from wealth. The survey is unique because it allows for
detailed analysis of issues related to wealth in a way that is consistent across
Eurozone countries. Indeed, it differs from the Luxembourg Wealth Study and other

initiatives in that it performs an ex -ante harmonisation pro  cedure. However, one of
the difficulties is that the fieldwork of the survey did not take place in the same period

in all countries, such that the information on wealth and income refers to different

year s. AAs a -courgrydomparisans shaulsl be made with care and sources
of differences should be carefully examinedo

The HFCS dataset contains some other very interesting features. First, the very

wealthy are oversampled such that a better coverage of the top of the income and

wealth distributions is obtained. This is necessary because there exist large sampling

and non -sampling errors as a consequence of the large skewness of the wealth
distribution. In particular the wealthiest households are less likely to respond and

more lik ely to underreport, especially in the case of financial assets (Davies et al.,
2011) . Hence, in contrast to EU -SILC which should represent the entire income
distribution and is used to identify poor households, the HFCS focusses on the top of

the distribut ion (HFCN, 2013a, p.98 -99). Kennickell (2008) and Bover (2008) argue
that on top of its correction for nonresponse oversampling of the wealthy, it also

provides more precise estimates of wealth in general and of narrowly held assets as
standard errors are much smaller. Since the income and wealth distributions are

relatively highly correlated, especially at the top (e.g. Alvaredo et al., 2013 ),
oversampling will likely also result in mo re accurate estimates of the top of the income
distribution as well as of income sources that are typically received by a select group.

Since taxes typically have a larger impact on the top of the distribution the
implementation of the HFCS in EUROMOD shou Id lead to more accurate outcomes on

the distributional and budgetary effects of taxation. The HFCN (HFCN, 2013b)
indicates that this oversampling strategy in some countries comes at the expense of

coverage at the bottom of the distribution, but it is not clear to what extent this is the

case in practice. As a consequence, the benefit side of the redistributive syste m may
still be better covered by EU -SILC. Moreover, Vermeulen (2014) shows that despite
the oversampling strategy wealth shares of the top 5 and 1% are still underestimated.

It is not clear whether this is also the case for the income distribution. Table 2 shows

for each of our 6 selected countries the criteria that are used to oversample the

wealthy and the effective oversampling rates that are reached. There is no
oversampling strategy used in the Italian HFCS |, but the final sample still represents 4
per cent more of the top 10% wealthiest households compared to their share in the

population .

Table 2: Overview of oversampling criteria and effective oversampling rates
of the wealthy

Country Oversampling Oversampling Oversampling criteria
top 10% top 5%

Belgium 47 per cent 60 per cent Average regional income

Finland 68 per cent 85 per cent Individual income and socio @ -
economic status from population
register

France 129 per cent 208 per cent Wealth

Germany 117 per cent 148 per cent Taxable income of municipalities

or street sections in large
municipalities
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Italy 4 per cent 0 per cent No oversampling
Spain 192 per cent 314 per cent Taxable wealth of individuals
Not es: A E éversampling vate of the top 10%: (S90 T 0.1)/0.1, where S90 is the share of sample
households in the wealthiest 10%. Ef fective iox0e)09mwherei ng rate o
S95 is the share of sample households in the wealthiest 5%. Wealthies t households are defined as having
higher net wealth than 90% (95%) of all households, calculated f

Source: HFCN, 2013a, p.36  -38

As EUROMOD requires no missing information, a second interesting feature of the
HFCS data is that a multiple imputation technique was used to deal with selective item
non -response (in the form of five different imputations). Exceptions are Italy where
the level of item non  -response was very low and only a single imputation was carried
out an d Finland which has negligible missing information because register data are
used. In other words, crucial income and wealth information does not need to be
imputed by researchers in the process of building the database. This imputation is not
standardly p erformed in EU -SILC, implying that the researcher has to make decisions.
Moreover, five different imputations will clearly lead to more accurate outcomes than a
single imputation. The number of covariates used for the imputation, however, largely
differs b etween countries as well as by income or asset type. Furthermore, the
concrete variables that are used for these imputations are not documented. Therefore,

the quality of imputations for individual countries may be hard to evaluate (Tiefensee
& Grabka, 2014)

An important shortcoming of the direct research use of the HFCS data is that it only
covers gross income amounts which make them for instance unsuitable for the
analysis of issues of inequality and redistribution. Nevertheless, the income
components that a re covered in the HFCS are largely the same as those surveyed in
EU-SILC. More specifically, the HFCS gross income concept includes the following
components: employee income, self -employment income, rental income from real
estate property, income from fina ncial investments, income from pensions (public,
occupational & private), regular social transfers, regular private transfers, income
from private business and income from other sources (HFCN, 2013b, p.108).

Other shortcomings also mainly relate to the a bsence of information. For instance, the
HFCS data do not include information on the region households live in. This means

that regional specific policies cannot be simulated in EUROMOD when using the HFCS

as underlying input database. This affects all cou ntries under consideration, but mainly
Spain, Belgium and Italy have important regionalised tax and benefit policies.
Furthermore, the lack of information on cadastral values has a strong impact on the
possibilities for simulating real estate taxes. The sp ecific methods that were adopted
to handle these issues are discussed in the following part.

The Eurosystem Household Finance and Consumption Network (HFCN) has validated

the HFCS data by comparing aggregate values against national accounts. Also, the

HFCN used SHARE and EU -SILC as a basis for comparison. In the validation exercise

no significant dissimilarities in the estimates of average wealth and assets are found.
Three countries generated some exceptions, namely France, Germany and the
Netherlands. Gr oss incomes were compared as well and appear to be similar ( HFCN,
2013a, pp. 89 -10; HFCN , 2013b, pp. 16 -21). Kuypers et al. (2015) analyse the
complete income and wealth distributions of the HFCS data for Belgium, by co mparing
it to EU -SILC and to SHARE. According to their work, the HFCS is of reassuring
reliability. Though, it is stated that some further research is desirable, especially for

the top incomes.
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2.4 Transforming HFCS data into a EUROMOD input database

There are two possible approaches for creating a EUROMOD input database that
includes detailed information on assets, debt and income from wealth. The first option

involves creating a EUROMOD input database directly from the HFCS dataset. For this

the cumb ersome and time consuming procedures currently used for building the EU -
SILC input database can be adopted. More specifically, the necessary do -files can be
adapted to the relevant HFCS concepts and variables. The second one involves
matching the HFCS data set with the current EUROMOD database which is based on

EU-SIT L C. Such Astatistical mat chi ng (al so known as
synthetic matching) is a model -based approach for providing joint statistical
information based on variables and indicat ors collected through two or

(Leulescu & Agafitei, 2013, p. 7) . We choose for the first option, in order to maintain
some important strengths of the HFCS, which would be lost if the second option were

tak en, notably the oversampling of the top of the distribution and the multiple
imputation.  In order to use the advantage of the multiple imputation to its fullest
potential we have created five different EM -HFCS input databases, each one of them
representing information on one of the imputations. Afterwards each of these five data

files is run through EUROMOD separately. All results included in this report represent

the mean over the five imputations.

To provide an overall picture of the quality and repres entativeness of the samples
Table 3 presents an overview of the sample size and weights. Following common
EUROMOD conventions, children that were born after the end of the income reference

period are deleted from the sample in the input database. In the HF CS we only know
the age of the individual at the time of the interview, not the year in which they were

born. We assume all individuals aged O years to be born after the income reference

period. Applying this procedure, for example, to the German HFCS data results in a
sample of 8,117 individuals, compared to the original 8,134 individuals. The number

of households remains the same.

Table 3: Overview of descriptive statistics EM -HFCS and EM - SILC samples for
six selected countries
Country Database Households Original Restricted Mean
individuals individuals weight
Belgium EM-HFCS 2,327 5,506 5,488 1,961.1
EM-SILC 6,132 14,754 14,700 727.1
Finland EM-HFCS 10,989 27,009 27,009 195.2
EM-SILC 10,989 27,009 27,009 195.2
France EM-HFCS 15,006 35,729 35,375 1,742.4
EM-SILC 11,044 26,531 26,387 2,295.8
Germany EM-HFCS 3,565 8,134 8,117 9,966.8
EM-SILC 13,079 27,978 27,906 2,888.7
Italy EM-HFCS 7,951 19,836 19,736 3,032.6
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EM-SILC 19,147 47,551 47,420 1,265.8

Spain EM-HFCS 6,197 15,850 15,772 2,868.3
EM-SILC 13,014 35,970 35,858 1,253.7

Source: own calculations based on HFCS and EU -SILC

As mentioned before, the HFCS largely covers the same information as EU -SILC

regarding socio -demographics, employment information, income components and
other information needed for the simulations in EUROMOD. Hence, for the
transformation  of the HFCS data into a EUROMOD input database we have used

equivalent programming codes as the ones that have been used for the standard EU-
SILC input dataset. In other words, both datasets are harmonised, in the sense that
the same variables are co nstructed with the same content. Moreover, also the

adjustments and imputations are carried out in a similar way. For example, apart from

certain variables, EUROMOD requires that input variables are covered at the individual

level. Both in HFCS and EU  -SILC several aspects are surveyed at the househ old level,
such as property income, income from financial investments and income from social

transfers. Like for EM -SILC these variables have been shared equally between the
household head and his/her partner. A more detailed overview of how the EUROMOD
variables are derived based on the original HFCS variables can be found in the excel

file that is accompanied with the report.

However, some peculiarities in the construction of the EUROMOD input database based

on the HFCS should be noted. With respect to income components, first in the
category of employee income the HFCS only asks respondents about cash and near

cash income, while EU -SILC also captures non -cash income, which may have a
(probably minor) impact on the EUROMOD simulations of the income tax. Secondly,
the EUROMOD category of other income refers for EM -SILC to income received by
individuals younger than 16 years. In contrast, in EM -HFCS this variable can include
income from all other possible sources (such as capital gains or losses from the s ale of
assets, prize winnings, insurance settlements, severance payments, etc.).

Also, occupational pensions are taken together with public pensions in EU -SILC, but
they are included with private pensions in the HFCS (HFCN, 2013a, p.100). Moreover,

the o verall HFCS public pension variable needs to be disaggregated into EUROMOD

input variables for old age pension, survivors pension and disability pension. We

assume these three types of pensions to be mutually exclusive and impute as old age

pension all pen sion income received from the statutory pension age onwards. Survivor

pensions are imputed as those pensions received below the age of 65 by individuals

who are widowed according to their marital status, while disability pensions are set
equaltopensions received by individuals who are Opermanent
one of his/her declared labour status. For some countries the EUROMOD simulations

require further distinctions of these pension variables, for example between a general
part and a complem ent or between contributory and non -contributory parts. When
there is an imputation code available for EM -SILC we apply this also to the EM -HFCS,
but in most cases we were not able to make this disaggregation. Also with respect to
unemployment benefits di  saggregation to the level that is necessary for EUROMOD
simulations are not always possible.

One of the largest differences between the two surveys is that EU -SILC reports the
receipt of all types of social benefits in a very detailed manner, which is req uired for
the EUROMOD input database. In the original HFCS dataset, in contrast, income from
regular social transfers (except pensions and unemployment benefits) is covered
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under one aggregated variable. This variable is surveyed at the household level but
can in principle comprise benefits received both by individuals or households. In light

of this issue we have decided to include in the EUROMOD input database a variable
6Benefit: otherd (bot) set equal to the oriegi nal HF
we simulate in EUROMOD those benefits that can be accurately simulated based on
other available information % (see next section for an overview of which benefits can be
simulated and which cannot), after which these simulated values are subtracted from

the aggregate variable. The residual variable should then in theory comprise all other
types of country -specific benefits. When the simulated benefits turn out to be larger
than the observed amounts, we only use the simulated amounts and set the residual
benefits variable to zero. This issue will also affect many income lists which are used
throughout the simulations.

The HFCS dataset covers very detailed information on mortgages held for the main
residence, among others the monthly payment that is made. However, the EUROMOD
simulations for most countries require a specification of the part that is paid in

interests and the capital part. We used the following formula to split the mortgage
repayment into an interest and a capital part:

Qe 0Qn Qi @ QR ww@& e o Q

Where Erefers to the interest rate, T to the duration of the mortgage and E to the time
of the mortgage period that already passed. Subtracting this interest part from the
repayment amount gives the capital p art. We assume all households to have made a
payment during 12 months , in other words we do not know whether a mortgage was
possibly taken out or expired during the income reference period.

Finally, for each country there are some additional country -speci fic issues, which are
presented in Table 4 . For instance, in contrast to other countries, the French HFCS

data reports some large negative amounts of rental income. Since it is based on fiscal

sources this variable might include some net components. We have chosen to put the

negatives to zero, whic  h results in a very similar distribution to those of the French

EU- SILC, except for a considerably higher maximum which is consistent with the HFCS
oversampling and the results for other countries. In case of ltaly, the HFCS dataset
does not provide detai led information about specific benefits in distinct variables: in
particular, family allowances and unemployment benefits are provided together with
employment income. Following Ceriani et al. (2013) we have not disaggre gated the
family allowances and unemployment benefits in separate variables due to the
complexity of the rules but this choice was also justified by the fact that the validation

on SHIW data found no overestimation of employment income (Ceriani et al. 2013 ).
As was mentioned above, information on cadastral values and regions is missing for all

countries. The lack of cadastral values implies that property taxes in Belgium and Italy

cannot be simulated (see also next section). In the other countries, property taxes are
taken from the data, but the HFCS does not include this information either. In other

words, property taxes are absent for all countries. The absence of regional information
implies that the simulation of the following policies is switched off: H ousing benefits in
France (bhot_fr), Flemish Care insurance contribution in Belgium (tci_be) and various

policies for Spain: regional income tax credits & their optimization (tintcrgit_es,
tintcrgjt_es & tinoptrg_es), regional minimum income (bsarg_es) and regional child
benefits (bchrg_es).

% Similarly to the EU  -SILC based simulations, t he amounts of social assistance are adjusted for non -take -up
of benefits with a random non take -up correction.
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Table 4: Overview of country

EUROMOD input database

Country
Belgium

France
France
Germany

Italy

Spain

Spain

2.5 Using the EM

Issue
Firm size (Ifs) is missing

Rental income (ypr): negatives set
to zero

Hours worked per week (Ilhw) is
missing

Previous income (yxy) is missing
Family allowances and
unemployment benefits are provided
together with employment income
Private pensions (ypp) are included
in public pension variables (poa T
pdi T psu)

Private transfers (ypt) are included

in public transfers variable (bot)

EUROMOD

- specific issues in the construction of the HFCS

Policies possibly affected
Employer social insurance
contributions (tscer_be)
Taxable income (tinty_fr)

Supplement for free choice of
activity (bchcc_fr) switched off
Unemployment benefit I
switched off

Family allowances switched off

Various

Various

-HFCS input database for base simulations in

In this section we discuss how EUROMOD has been adapted to be able to run on the

new EM -HFCS input database.

Table 5 to Table

10 show for each of the selected

countries the EUROMOD policy spine and indicates whether the policy is switched on

or off. First,
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In case of ltaly the three policies related to Family allowances are switched off
because in the data family allowances are provided together with employment income.

In the Spanish system all policies which are determined by the Autonomous
communities are switched off because there is no regional information available in the

HFCS. In particula r, it concerns the regional income tax credits, the regional
components of the tax optimisation and the regional child benefits. Again, the
implication  is that in the simulations based on HFCS disposable incomes are
underestimated for those eligible for th ese regional tax credits and/or child benefits.

Finally, for each of the countries we h(which
mainly serves to define default values and to index values when the reference period
of the data does not match the policy s ystem used ). This was necessary because it
causes problems in the case when overall variables are replaced by their uprated

detailed components. Indeed, in the HFCS we have in most cases only information on

the aggregate variables, while detailed variables are by default zero. In other words,
through the existing uprate policy aggregate variables are replaced by uprated zeros.

However, switching these policies off is not a problem in view of our analyses because

we only use data and policy systems of the sa me reference period

Table 5: Overview of simulated policies EM -HFCS vs. EM -SILC, Belgium
Policy Description EU-SILC HFCS
uprate_be Uprating factors ON OFF
ildef_be Definition income concepts ON ON
tudef_be Definition assessments units ON ON
initvars_be Initialisation of variables ON ON
random_be Random number generator ON ON
bta_be Benefit take -up adjustment ON ON
yem_be Minimum wage OFF OFF
neg_be Recode negative income to zero ON ON
tscee_be Employee social insurance ON ON

contribution

tscer_be Employer social insurance ON ON
contribution

tscpe_be Pensioners contributions to health and ON ON
disability insurance and solidarity
contribution

tscse_be Self -employed social insurance ON ON
contribution

tci_be Flemish Care Insurance contribution ON OFF

tintace_be Deduction for professional expenses ON ON
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tinwh_be

bun_be
byr_be
tprhm_be
tin_be
tsceesp_be
bchba_be
bch_be
bsa_be
bsaoa_be

output_std_be

output_std_hh_be

Table 6: Overview of simulated policies EM

Policy
uprate_fi
constdef _fi
ildef_fi
tudef_fi
bta_fi
yem_fi
neg_fi
tscee_fi
tscer_fi

tscse_fi

tscfr_fi

bed00_fi

bhosd_fi

Withholding income tax, withholding
special social insurance contribution

Unemployment benefit

Early retirement  benefit

Advance levy on immovable property

Income tax

Special social insurance contribution
Birth allowance

Child benefits

Income support

Income support for the elderly

T individual level

Standard output

Standard output

Description

Uprating factors

Definition constants

Definition income concepts

Definition assessments units

Benefit take -up adjustment

Minimum wage

Recode negative income to zero
Employee social insurance contributions
Employer social insurance contributions

Self-employed social insurance
contributions for entrepreneurs

Self-employed social insurance
contributions for farmers

Study grant

Student housing supplement

T household level

OFF

OFF

OFF

ON

ON

ON

ON

ON

ON

OFF

ON

OFF

EU-SILC

ON

ON

ON

ON

ON

OFF

ON

ON

ON

ON

ON

ON

ON

OFF

OFF

OFF

OFF

ON

ON

ON

ON

ON

OFF

ON

OFF

-HFCS vs. EM -SILC, Finland

HFCS

OFF

ON

ON

ON

ON

OFF

ON

ON

ON

ON

ON

ON

ON
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bunnc_fi

bunct_fi

bunmt_fi
bcc fi
tiniy_fi
tinna_fi
tinmu_fi
tindcwk_fi
tindc_fi
tindcsp_fi
bhope_fi
bch_fi
bsa00_fi
output_std_fi

output_hh_fi

Basic unemployment allowance ON
Earnings -related unemployment ON
allowance

Labour market subsidy ON
Child home care allowance ON
Capital income tax ON
National income tax ON
Local income tax ON
Low income credit ON
Income tax deficit credit ON
Income tax special deficit credit ON
Pensioner housing allowance ON
Child benefit ON
Local authority income support ON
Standard output T individual level ON
Standard output 7 household level OFF

Table 7: Overview of simulated policies EM

Policy
uprate_fr
constdef_fr
ildef_fr
tudef_fr

random_fr

yse_fr

yem_fr
non -take -up_fr
bunct_fr

bch0O0 _fr

ON

ON

ON

ON

ON

ON

ON

ON

ON

ON

ON

ON

ON

ON

OFF

-HFCS vs. EM -SILC, France
EU-SILC HFCS

Description

Uprating factors ON
Definition constants ON
Definition income concepts ON
Definition assessments units ON
Generation of random numbers for the ON
take -up

Recoding of negative values of self - ON
employment income

Minimum wage OFF
Non take -up ON
Unemployment insurance benefit ON
Universal child benefit ON

OFF

ON

ON

ON

ON

ON

OFF

ON

ON

ON
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bchor_fr Family support allowance ON ON

tscee_fr Employee social insurance ON ON
contributions

tscer_fr Employer social insurance ON ON
contributions

tscse fr Self-employed social insurance ON ON
contributions

tsckt_fr Social insurance contributions paid on ON ON
capital income

bsuwd_fr Minimum survivor pension OFF OFF

tinty_fr Net taxable income ON ON

tscxc_fr Generalized social insurance ON ON
contributions

tinkt_fr Personal income tax when using flat ON ON
rate taxation of capital income

tin_fr Personal income tax when using the ON ON
progressive tax schedule only and
optimization of gross tax

tincot_fr Other tax credits ON ON

tintcee_fr Low earner refundable tax credit & net ON ON
tax

bdi_fr Disability benefit ON ON

bunmt_fr Unemployment assistance benefit OFF OFF

bchyc_fr Benefit for young children ON ON

bchba_fr Birth grant ON ON

bchec_fr Parental leave supplement ON OFF

bched_fr Education grant ON ON

bchlg_fr Benefit for large families ON ON

bchor_fr Benefit for orphans ON ON

bhotn_fr Housing benefits ON OFF

bsaoa_fr Benefit for the elderly ON ON

bchlp_fr Lone parent benefit OFF OFF

bsa00_fr Minimum guaranteed income ON ON

tscdf_fr Contribution  for the deficit repayment ON ON
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output_std_fr Standard output i individual level ON ON

output_std_hh_fr Standard output T household level OFF OFF
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Table 8: Overview of simulated policies EM -HFCS vs. EM -SILC, Germany
Policy Description EU-SILC  HFCS
constdef _de Definition constants ON ON
uprate_de Uprating factors ON OFF
ildef_de Definition income concepts ON ON
tudef_de Definition assessments units ON ON
takeup_de Benefit take -up adjustment OFF OFF
yem_de Minimum wage OFF OFF
neg_de Recode negative income values to zero ON ON
bunct_de Unemployment benefit | ON OFF
pdiss_de Disability pension from statutory ON ON

accident insurance

tscer_de Employer social insurance ON ON
contributions

tscee_de Employee social insurance ON ON
contributions

tscse_de Self -employed social insurance ON ON
contributions

tscpe_de Pensioner social insurance ON ON
contributions

bch_de Child benefit ON ON
bunct_de Repetition unemployment benefit | ON OFF
bed_de Education benefit ON ON
bhlac_de Long -term care benefit from statutory ON OFF
accident insurance
bhlps_de Sickness benefit ON ON
bmact_de Maternity leave ON ON
bplct_de Parental leave ON ON
tinkt_de Capital income taxation ON ON
tin_de Income taxation: taxable income ON ON
tinit_de Income taxation: individual taxation ON ON
tinjt_de Income taxation: joint taxation ON ON
bunnc_de Unemployment benefit I| and social ON ON
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benefit
bsaoa_de Old-age social assistance ON ON
bsa00_de General social assistance ON ON
bchot_de Additional child benefits ON ON
output_std_de Standard output T individual level ON ON
output_std_hh_de Standard output T household level OFF OFF
Table 9: Overview of simulated policies EM -HFCS vs. EM -SILC, ltaly
Policy Description EU-SILC HFCS
uprate_it Uprating factors ON OFF
constdef it Definition constants and tax evasion ON ON
correction
ildef_it Definition income concepts ON ON
tudef it Definition assessment units ON ON
yse_it Recode negative income to zero ON ON
yem_it Minimum wage OFF OFF
sicee it Employee social insurance ON ON

contributions

sicer_it Employer social insurance ON ON
contributions

sicse_it Self -employed social insurance ON ON
contributions

tinrt_it Tax on rental income ON ON
tpr_it Property tax ON ON
bunct02_it Ordinary unemployment benefit OFF OFF
tinto_it Additional solidarity contribution OFF OFF
tintsna_it Personal income tax: deductions and ON ON

tax schedule

tintc_it Personal income tax: personal tax ON ON
credits

tinna_it Personal income tax: family tax credits ON ON
and final tax

tinrg_it Additional regional personal income ON ON
tax
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tinkt_it

poamt_it

bfacpxc_it

bfalp_it

bfacpwec it

output_std it

output_std_hh_it

Separate taxation on capital income,
arrears and severance pay

Social allowance to individuals older
than 65

Family allowance: couple and 0 child

Family allowance: one parent and
children

Family allowance: two parents and
children

Standard output T individual level

Standard output T household level

ON

ON

ON

ON

ON

ON

OFF

ON

ON

OFF (¥

OFF (¥

OFF (¥

ON

OFF

Note: ( *) Technically the policies are not switched off but the output variables set to 0 after the simulation.

Table 10 : Overview of simulated policies EM

-HFCS vs.

EM-SILC, Spain

Policy Description EU-SILC HFCS

uprate_es Uprating factors ON OFF

ildef_es Definition of income concepts ON ON

tudef_es Definition of assessments units ON ON

constdef_es Definition of constants ON ON

yse_es Recode negative income to zero ON ON

prelim_es Preliminary definitions ON ON

yem_es Minimum wage OFF OFF

cft_es Social insurance contributions (SIC): ON ON
general regime: full  -time workers

cpt_es SIC: general regime: part -time ON ON
workers

cag_es SIC: agrarian regime ON ON

cse_es Self -employment social insurance ON ON
contributions

cseag_es Agrarian self -employment social ON ON
insurance contributions

bunct_es Unemployment insurance ON ON

bunnc_es Unemployment assistance benefit ON ON

bunmt_es Temporary unemployment protection ON ON
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program
cun_es Unemployed persons social insurance ON ON
contributions
poanc_es Non -contributory old -age pension ON ON
poacm_es Old -age pension complement ON ON
psuwdcm_es Wi dower 6s pensi on ON ON
bch00_es Child benefit ON ON
bchbamtna_es Means -tested birth/adoption benefit ON ON
bchbaucna_es Universal birth/adoption benefit OFF OFF
tin_cons_es Income tax: constants ON ON
tinit_es Income tax: individual taxation ON ON
tintcrgit_es Regional income tax credits, individual ON OFF
taxation
tinjt_es Income tax: joint taxation ON ON
tintcrgjt_es Regional income tax credits, joint ON OFF
taxation
tinopt_es Income tax: optimisation ON ON
tinoptrg_es Income tax: optimisation: regional ON OFF
tintrch_es Working mother  refundable tax credit ON ON
bchrg_es Regional child benefit ON OFF
bsarg_es Regional minimum income OFF OFF
output_std_es Standard output T individual level ON ON
output_std_hh_es Standard output T household level OFF OFF
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2.6 Validation of the HFCS -based EUROMOD database in six countries

The subsections below are dedicated to a detailed validation exercise of the HFCS data
transformed to a EUROMOD input database (called EM -HFCS) against a similar
database constructed based on EU  -SILC (called EM-SILC) for the six selected
countries. We compare the outcomes of the standard EUROMOD simulations on the

HFCS data with the outcomes based on EU -SILC and try to identify the possible
source s of differences. Each time the HFCS and EU -SILC are compared fo r the same
reference period, namely 2009 for Belgium, Finland, France and Germany, 2007 for

Spain and 2011 for Italy. As mentioned before, the results for EM -HFCS are obtained
by taking the mean over the five imputations. For comparability reasons, when it is
not possible to simulate in EUROMOD certain benefits due to lack of information in the

HFCS (see above), the simulation of these benefits are also switched off for EU -SILC.
For instance, property taxes are not included in EM -SILC (irrespective of wheth er
simulated or observed in the data) because this is not available in HFCS. Each section
starts with a discussion of the most relevant socio -demographic factors, after which

the number of taxpayers and recipients of social benefits is compared as well as the
aggregate tax revenues and benefit expenditures. Finally, we assess the comparability

of some key statistics of the EUROMOD income concepts between the HFCS and EU -
SILC. All variables are converted into yearly incomes, summed at the household level

and equivalised according to the OECD  -modified scale. The presented values are the
wei ghted val ues. Not e t hat pensions ar e categori z
opposed to Obenefitsd in EUROMOD), as they can be

from labour. = Where possible figures from external sources are added to the
comparison , which allows to assess which of the two surveys is more representative of
the population.  Some additional results on these validations can be found in Annex 1.

2.6.1 Belgium

Table 11 gives the proportion of the survey population in different categories of a

selection of socio -demographic variables. In general, the percentages in EM -HFCS and
EM-SILC correspond. The only variable that stands out is education. The share of
individuals in  pre -primary education is about 5.4 percentage points lower in EM -HFCS
compared to EM -SILC, at the benefit of higher proportions at higher educational
levels. A small part of this variance is due to the fact that in EM -HFCS we disregard all
individuals age d O years, while in EM  -SILC we can filter out only those born after the
income reference period (see above), which might result in a slight
underrepresentation of the youngest category. The remainder of the difference is

likely to be related to the HFCS ov ersampling. Indeed, high wealth is found to be
strongly correlated with high educational achievement.

The proportions for  age, gender and  economic status are very similar across the two
datasets. The same holds for marital status, although there are slig htly more single
persons covered in EM -HFCS compared to EM -SILC. The proportions along tenure
status reveal that compared to EM -SILC the EM -HFCS captures relatively more
individuals that own their main residence outright, at the cost of owners with a

mortg age and tenants.
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Table 11 : Comparison of socio -demographic variables EM -HFCS vs. EM -SILC,
Belgium

<16 17.7 18.2 18.1

16-29 17.5 17.5 17.4

;% 30-44 21.3 21.0 20.5

45-64 26.4 27.0 26.9

>64 17.2 16.2 17.1

g Male 49.0 49.2 49.1

§ Female 51.0 50.8 50.9

Pre-primary education 12.8 18.2 15.9

Primary education 115 12.8 13.2

g Lower secondary education 16.0 18.0 19.1

g (Upper) secondary education 25.1 22.0
[S]

'L,gJ Post-secondary non -tertiary 30.9 18 24

education

Tertiary education 28.8 24.1 19.5

Pre-school 5.9 7.3 7.0

Farmer 0.0 0.0 N.A.

" Employer or self -employed 3.7 4.1 5.8
>

% Employee 36.3 35.7 36.9
[&]

.g Pensioner 21.0 18.6 18.3

u8J Unemployed 6.5 5.1 3.6

Student 19.8 18.1 17.6

Inactive 0.0 14 10.1
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Sick or disabled 2.4 3.0
Other 4.2 6.5
Family worker 0.1 0.2 0.7
Single (Never married) 46.6 44,7 45.6
4 Married 40.8 40.5 40.2
IS
v Separated N.A. 0.3 N.A.
S
g Divorced 6.6 8.8 7.8
Widowed 6.0 5.8 6.4
Outright owner 37.4 30.2
69.1
Owner paying mortgage 36.2 41.6
" Tenant or subtenant paying 19.5
% rent at prevailing or market
3 rate
o 24.7 29.9
§ Accommodation is rented at a 7.3
[ reduced rate (below market
price)
Accommodation is provided 1.7 1.4 1.0
free
Notes: (*) Education and economic status of individuals aged below 15 imputed based on age; (**) Highest
education achieved in external data unknown for 7.9%
Source: O wn calculations based on  EM-HFCS and EM -SILC; External: CENSUS 2011 (Eurostat, 2016)
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As a next step in our analysis, we compare some variables with external data. More
precisely, we look for possible dissimilarities in the number of
recipients and the yearly revenue/yearly expenditures of a selection of taxes, social

Table 1 2, data for EM -HFCS and EM -SILC are

contributions
given, as well as

external

and social benefits. In
data from

have sufficiently similar values.
overestimate the receipt of social assistance. On the other hand, the tax revenue of

the capital income tax in EM

However,

SILC, although it is still largely underestimated.

Table 12 : Comparison of number of taxpayers/benefit recipients and tax

revenue/benefit expenditures EM

Tax /Benefit

Income tax (S)

Municipal tax (S)

Capital tax on
investment
income (S)

Employee social
contribution  (S)

Employer social
contribution  (S)

Self-employed
social
contribution  (S)

Child allowance

(S)

Birth allowance

(S)

Aspect
Payers

Yearly revenue

Payers

Yearly revenue

Payers

Yearly revenue

Payers

Yearly revenue

Payers

Yearly revenue

Payers

Yearly revenue

Recipients

Yearly
expenditure

Recipients

Yearly

-HFCS vs. EM -SILC, Belgium

EM-HFCS
5,554,460

47,400
millions

5,553,264

3,420
millions

3,061,832

1,450
millions

5,072,991

19,300
millions

4,181,733

31,500
millions

458,381

2,490
millions

1,424,121

5,200
millions

0(
0 ("

EM-SILC
5,700,762

34,498
millions

5,700,364

2,592
millions

4,951,576

629 millions

4,732,605

17,100
millions

3,882,427

26,420
millions

506,075

2,978
millions

1,493,871

5,201
millions

133,191

132.7

tax pay ers/ benefit

the OECD Tax Revenue Database . Most variables
EM -HFCS appears

to considerably

-HFCS lies much closer to the external figure than EM-

External source
6,159,576

41,140 millions
6,159,576

2,660 millions
N.A.

2,039 millions
N.A.

14,406 millions

N.A.

29,185 millions

N.A.

4,350 millions

2,670,063

5,489 millions

125,178

121 millions
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expenditure millions
Social assistance Recipients 267,044 157,886 152,313
)
Yearly 1,430 862.2 653 millions
expenditure millions millions
Unemployment Recipients 933,112 910,275 1,098,992
benefits (R)
Yearly 6,090 5,898 6,920 millions
. millions millions
expenditure
Note: (S): simulated in EUROMOD; (R): reported; (*) children aged 0 years are deleted from the EM -HFCS

sample because they are assumed to be born after the income reference period
Source: O wn calculations based on EM-HFCS and EM -SILC, OECD Tax Revenue Database (2016) &
EUROMOD country report

The next step is to take a look at the summary statistics of the income variables. We
start with  the overall income variables , for which't he results are shown in Table 13 . A
comparison of the mean values indicates a sufficient correspondence between EM -
HFCS and EM-SILC. Whi |l e the difference is equal t o
pension i ncomes, the gap slightly di minishes
The mean of received benefits is found to be slightly higher in EM -SILC, while the
opposite is true for taxes and social insurance contributions that need to be paid. With

the exception of social benefits, maximum values are considerably larger for EM -HFCS
than for E M-SILC, which is likely due to the HFCS oversampling. A detailed look at the
data shows that there are 42 households with negative original (& pension) income in
EM-HFCS, compared to 89 in EM  -SILC and that these minima are due to maintenance
payments being higher than income.

Table 13 : Comparison of overall EUROMOD income concepts of EM -HFCS vs
EM-SILC, Belgium
Variable Mean Std.Dev. Min. Max.
Original & pension EM-HFCS 28,986.9 48,112.9 -81,286.6 1,344,900
income
EM-SILC 25,247.2 19,173.9 -16,666.6 510,293.5
Benefits EM-HFCS 2,614.1 3,736.2 0 34,666.6
EM-SILC 2,994.3 4,034.7 0 44,200.0
Taxable income EM-HFCS 23,552.9 39,702.7 -67,368.3 1,173,45.6
EM-SILC 21,049.8 15,008.5 -17,273.3 485,083.5
Taxes EM-HFCS 6,981.0 20,935.4 -879.5 618,147.4
EM-SILC 5,233.0 7,346.7 -840.8 251,462.8
Social  insurance EM-HFCS 3,003.9 5,744.5 0 177,320.3

contributions
EM-SILC 2,832.2 2,542.1 0 27,769.8
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Disposable income EM-HFCS 21,635.9 23,060.0 -82,273.5 645,623.3
EM-SILC 20,176.5 9,105.4 -9,962.7 237,695.7
Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.

Source: ow n calculations based on EM -HFCS and EM -SILC

Next, Table 14 presents summary statistics on the underlying components of the se
general income concepts.  First, original (& pension) income consists of the sum of
several income types and pensions less maintenance payments . The mean value of all
components appear to be higher in EM -HFCS than in EM -SILC, but the differences are

in most cases acceptable. Again, the oversampling becomes clear when comparing
maximum amounts, although it is interesting to note that maxima are lowe r for EM -
HFCS in the case of income from self -employment, property income, private transfers
received and old -age pension.

Second, with respect to social benefits we first compare the benefits that are
estimated or simulated for both datasets. Apart from permanent disability benefits and
early retirement pension EM  -HFCS generates reasonably similar summary statistics.

Next, the residual EM -HFCS benefits (observed less simulated benefits) are set out
against all remaining social benefits covered in the dat abase of EM -SILC. The
summary statistics of the EM -HFCS residual benefits is relatively higher than the sum

of the mean values of the subcomponents in EM -SILC.

The comparison of the separate tax components reveals again the impact of the HFCS
oversamplin g. Indeed, in general mean and maximum amounts are larger in EM -HFCS
than in EM -SILC. The mean value of the municipal income tax corresponds the most.

As mentioned above, the advance levy on immovable property could not be simulated

because information on cadastral income is missing. Finally, the subcomponents of
social insurance contributions (SIC) have rather strongly corresponding mean values

in the two data sets, with EM -HFCS being only around 10 per cent higher. The other
summary statistics are slightl y less similar, especially the maximum amount of
employee social insurance contributions. The self -employed SIC is in general slightly
higher in EM -SILC than in EM -HFCS.
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Table 14 : Comparison of detailed EUROMOD income concepts of EM

-HFCS vs EM -SILC, Belgium

Variable Mean Std.Dev. Min Max
Origipal _ and Originali ncome EM-HFCS 24,936.2 48,936.2 -78,9631 1,355,000
pension Income
EM-SILC 21,500.3 19,374.4 -20,155.0  442,7215
Employment income EM-HFCS  19,943.4 43,099.7 0 1,353,900
EM-SILC 18,438.8 17,980.2 0 183,900
Income from self -employment gy, ees 8693 14,854.1 0 259,840
EM-SILC 1,903.4 7,537.8 0 435,721.6
Investment income EM-HFCS  1,089.7 13,054.6 0 715,620.1
EM-SILC 541.0 2,419.4 0 72,000
Other income EM-HFCS  107.2 2,375.2 0 200,000
EM-SILC 6.0 122.3 0 4,285.7
Property income EM-HFCS  552.1 3,396.8 0 80,000
EM-SILC 440.1 2,271.7 0 100,000
+ Private transfers received EM-HECS 3355 1350.2 0 15,689
EM-SILC 166.8 1,078.0 0 66,666.6
Maintenance payments paid EM-HFCS  247.3 1,886.3 0 106,308
EM-SILC 187.4 1,027.0 0 22,640.6
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Pensions EM-HFCS  4,050.6 8,847.4 128,146.7
EM-SILC 3,747.0 9,794.4 405,896.3
+ Private pension EM-HFCS 2234 5,937.9 530,200
EM-SILC 1915 4,430.4 240,000
+ Old age pension EM-HFCS  3,867.2 8,709.2 128,146.7
EM-SILC 3,624.8 9,755.8 405,896.3
+ Survivor pensions EM-HFCS 1835 1,731.8 35,466.7
EM-SILC 122.2 1,221.6 36,000
Social benefits + Unemployment benefits EM-HFCS  818.9 2,355.6 27,2271
EM-SILC 779.2 2,209.2 35,500
+ Income support (social EM-HFCS  185.1 962.0 8,849.6
assistance) '
EM-SILC 116.4 726.9 8,709.5
+ Permanent disability benefits EM-HECS 845 919 3 26,000
EM-SILC 483.9 2,086.6 29,580
+ Income support for the elderly EM-HECS 0 0 0
EM-SILC 0 0 0
+ Child benefits EM-HFCS 8645 1,115.2 4,898.8
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EM-SILC 889.1 1,118.4 0 5,690.3
+ Early retirement pension EM-HFCS  109.0 1,159.1 0 34,666.6
EM-SILC 371.2 2,295.4 0 44,200
Residual benefits (%) EM-HFCS  554.4 1,731.1 0 31,666.7
+ Birth allowance EM-SILC 22.8 105.8 0 7,076.1
+ Scholarships and grants EM-SILC 73.4 495.3 0 11,333.4
+ Parental leave EM-SILC 56.9 374.1 0 4,746.7
+ Maternity leave EM-SILC 74.2 576.2 0 12,222.2
+ Housing related benefits EM-SILC 75 149.8 0 5.400
+ Sickness related benefits EM-SILC 119.9 9071 0 16,800
sum EM-SILC 354.5 1,389.1 0 18,000
Taxable income EM-HFCS  23552.9 39,702.7 -67,368.3 1,173,45.6
EM-SILC 21,049.8 15,008.5 -17,273.3  485,083.5
Taxes EM-HFCS  6,961.1 20,932.2 -862.2 622.340.9
EM-SILC 5,233.0 7,346.7 -840.8 251,462.8
+ Nationalincome tax EM-HFCS  6,341.1 19,403.9 -804.3 580,541.9
EM-SILC 4,796.5 6,802.8 -780.0 234,391.7

November 2017

39



EWIGE i European Wealth data InteGration in EUROMOD

+ Tax on investment income

EM-HFCS 163.5 1,958.2 0 107,343
EM-SILC 81.1 362.9 0 10,800
*+ Municipal income tax EM-HFCS 376.0 1,397.1 -57.9 41,799
EM-SILC 355.3 502.1 -60.8 16,786.2
Social insurance Employee SIC EM-HFCS 2,641.5 5,641.3 0 177,320.3
contribution
EM-SILC 2.407.7 2.336.5 0 24,917.5
+ Employee SICs EM-HFCS  2,513.8 5,476.1 0 171,413.0
EM-SILC 2.292.3 2.243.1 0 24,035.8
+ Pensioner SICs EM-HFCS 1331 404.4 0 6.869.5
EM-SILC 108.8 472.7 0 225273
+ SICs on disability benefits EM-HECS 12 o5 7 0 9100
EM-SILC 2.9 39.6 0 1,035.4
+ Employee SIC reduction EM-HFCS 144.7 331.0 0 2.160.7
(workbonus)
EM-SILC 110.8 272.0 0 2.620.4
+ Special/complementary SIC EM-HECS 127.4 1572 0 877.7
contribution ' ’ ’
EM-SILC 114.4 146.9 0 881.8
+ Care insurance contribution EM-HFCS 0 0 0 0
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EM-SILC 0 0 0 0
Self -employed SIC EM-HFCS 362.4 1,377.9 0 15,043
EM-SILC 424.5 1,384.0 0 15,789.4
Disposable EM-HFCS 21,635.9 23,060.0 -82,273.5 645,623.3
income
EM-SILC 20,176.5 9,105.4 -9,962.7 237,695.7

Notes: All income variables are converted into yearly incomes, summed at the household level and equivalised
values are the weighted values. (*) total reported benefits in HFCS less simulated benefits in EUROMOD, negatives set to zero

Source: own calculations based on EM

-HFCS and EM -SILC

according to the OECD

-modified scale. The presented
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Although the analysis of the summary statistics indicates a reasonable similarity

between EM -HFCS and EM -SILC, we also look at the full distribution of the main
income concepts. Table 15 provides a first indication of the d  egree of inequality. It
appears that the relative difference between median and mean income is considerably

larger for EM -HFCS than for EM -SILC, which points to a more unequal distribution in
EM-HFCS. This is true for both original and disposable income, altho ugh the difference
diminishes in disposable income. The results for the Gini coefficient support these

findings. Again, the more unequal distribution is likely due to the HFCS oversampling.

Table 15: Inequality statistics - original and disposable income EM -HFCS vs.
EM-SILC, Belgium

EM-HFCS EM-SILC

Original & pension  income

- Median 21,891 22,638

- Mean 28,987 25,247

- Gini 0.48 0.38
Disposable income

- Median 18,847 19,067

- Mean 21,636 20,177

- Gini 0.32 0.23

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC.

In Figure 1 , mean values by deciles of original (& pension) income for EM-HFCS and
EM-SILC are depicted, the solid line shows their ratio . Up to the ninth income decile,

the mean values in EM -HFCS and EM -SILC are quite similar. The tenth decile in EM -
HFCS clearly hasa much higher mean value. The ratio between the values of EM -HFCS
compared to EM -SILC clearly increase with income. In the t enth decile it reaches up to
162 per cent, while it is only 27.9 per cent in the first income decile. Similar
observations can be made for disposable income in Figure 2.

Figure 1: Mean o riginal (& pension) income by deciles EM-HFCS vs. EM -SILC,
Belgium
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: O wn calculations based on ~ EM-HFCS and EM -SILC

Figure 2: Meand isposable income by deciles EM-HFCSvs. EM -SILC, Belgium
200% 60000

180% 55000
1605 50000
45000
140% 40000
120% 35000
100% 30000 e EM-HFCS
80% 25000 r m— EM-SILC
oo 20000 e EM-HFCS/EM-SILC
15000
== il
20% 5000 i
0% 0
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\'&o'@

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: O wn calculations based on EM  -HFCS and EM -SILC

As a final step in our analysis, we also consider the mean value of other major
concepts along the disposable income deciles . First, social benefits ( see Figure 3 ) show

a similar decreasing trend for b oth EM -HFCS and EM -SILC with rather similar mean
values .
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Figure 3: Social benefits by disposable income deciles EM -HFCS vs. EM -SILC,
Belgium
5000
4500
4000
3500
3000
2500
2000
1500
1000
500
0

Mean value

1 2 3 4 5 6 7 8 9 10
Income decile (*)

=@=EM-HFCS ==#=—=EM-SILC

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the correspondi ng dataset

Source: own calculations based on EM -HFCS and EM -SILC

Figure 4 shows the mean of taxes by disposable income deciles . The two curves
almost entirely coincide. Only in the tenth decile we see the mean value in EM -HFCS
rising much more sharply.

Figure 4: Taxes by disposable income deciles EM -HFCS vs. EM -SILC, Belgium
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

Finally, the course of  social insurance cont ributions by disposable income deciles also
coincides up to the ninth decile, after which it increases much stronger for EM -HFCS
than for EM -SILC (see Figure 5).
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Figure 5: Social insurance contributions by disposable income decilesEM -
HFCS vs. EM -SILC, Belgium
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

2.6.2 Finland

For the comparison of EM -HFCS and EM -SILC for Finland we expect to find minor
differences, given that the same data source is used as a basis for both HFCS and EU -
SILC. We start with a comparison of the character istics of the survey population,
which is presented in Table 16 . As expected all proportions are highly similar or even
exactly the same. There only exist some minor differences due to differences in
categorisation.

Table 16 : Comparison of socio - demographic variables EM -HFCS vs. EM -SILC,
Finland

16-29 17.4 17.4 17.5

5 30-44 18.8 18.8 18.7
45-64 28.9 28.9 28.6

>64 16.8 16.8 17.5
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o Male 49.0 49.0 49.1
e
c
3 Female 51.0 51.0 50.9
Pre-primary education 15.5 15.2 15.4
Primary education 2.6 2.9 11
s Lower secondary education 23.9 25.0 27.6
T
S (Upper) secondary education 33.1 32.3
e
|
Post-secondary non -tertiary 33.5
. 0.4 0.4
education
Tertiary education 24.7 23.4 23.2
Pre-school 7.9 7.7 7.8
Farmer 0.0 0.0 N.A.
Employer or self -employed 5.6 5.7 4.5
Employee 35.4 35.5 38.8
@ Pensioner 19.9 19.9 Included in
E (**)
2]
Q
£ Unemployed 5.9 5.8 5.0
o
c
UE’j Student 18.1 18.3
Inactive 0.8 0.8
43.9 (**)
Sick or disabled 4.1 4.0
Other 2.4 2.4
Family worker 0.1 0.0 0.0
Single (Never married) 46.5 46.4 47.5
4 Married 38.9 38.9 37.4
IS
o Separated N.A. N.A. N.A.
3]
g Divorced 9.7 9.7 9.7
Widowed 4.9 5.0 55
L Outright owner 42.3 42.0
== N.A
[t AL
g % Owner paying mortgage 33.0 32.3
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Tenant or subtenant paying
rent at prevailing or market 10.1 N.A.
rate
23.3
Accommodation is rented at a 14.8
reduced rate (below market
price) N.A.

Accommodation is provided 15 0.8
free

Note: (¥) Education and economic status of individuals aged below 15 imputed based on age
Source: Own calculations based on EM -HFCS and EM -SILC; External:  CENSUS 2011 (Eurostat, 2016)

In Table 17, we look at the number of payers/recipients and the yearly
revenue/expenditure for a selection of variables. Results are shown for EM -HFCS, EM-
SILC and an external data source. In general, the numbers for EM -HFCS, EM-SILC and

the external data are highly similar

Table 17 : Comparison of number of taxpayers/benefit recipients and tax

revenue/benefit expenditures EM -HFCSvs. EM -SILC, Finland
Tax Aspect EM-HFCS EM-SILC External source
Simulated taxes Payers 3,931,809 3,983,924 N.A.
(S)
Yearly revenue 25,500 24,890 N.A.
millions millions
Employee social Payers 2,725,989 2,725,760 2,630,000
contribution  (S)
Yearly revenue 3,960 3,904 millions 4,042 millions
millions
Employer social Payers 2,725,989 2,725,760 2,276,000
contribution  (S)
Yearly revenue 17,800 16,950 16,682 millions
millions millions
Self -employed Payers 275,054 338,998 163,000
social
contribution (S)  Yearly revenue 894 millions 843 millions 1,611 millions
Child  benefits Recipients 575,223 574,742 575,000
(S)
Yearly 1,430 1,425 million s 1,425 millions
expenditure million s
Parental leave Recipients 154,962 167,507 150,800
benefits (R)
Yearly 814 million s 810 million s 761 millions

expenditure

Study grant (S) Recipients 253,107 352,961 286,000
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Labour market

subsidy (S)

Pensioner
housing
allowance (S)

Student
housing
allowance (S)

Child home
care allowance

(S)

Local authority
income support

(S)

Basic
unemployment
allowance (S)

Earnings -
related
unemployment
allowance (S)

Other
unemployment
benefits (R)

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Recipients

Yearly
expenditure

Note: (S): simulated, (R): reported

Source: Own calculations based on

(2016) & EUROMOD country report

Also, the major
Original & pension income has slightl
true for disposable income
largely coincide

contributions

523.7
millions

146,617

640.5
millions

240,955

476.1
millions

118,755

241.2
millions

112,480

370.7
millions

133,013

421.7
millions

58,813

210.8
millions

418,799

2,217
millions

367,393

1,412
millions

EM-HFCS and EM -SILC, External source:

671.5 millions
156,459
653.4 millions
234,850
473.3 millions
165,564
306.7 millions
115,683
382.2 millions
130,173
380.9 millions
64,761

217.1
502,549
2,295 millions
526,425
1,286 millions

504 millions
184,000
710 millions
178,000
370 millions
219,000
267 millions
115,000
303 millions
239,000
615 millions
64,000

166 millions
367,000
2,090 millions
N.A.

N.A.

OECD Tax Revenue Database

EUROMOD income concepts values are very similar (Table 18).

y higher values in EM
. Summary statistics for b

enefits, taxes

-HFCS, while the opposite is
and social insurance
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Table 18 : Comparison overall EUROMOD income concepts EM

SILC, Finland
Variable
Original & EM-HFCS
pension income
EM-SILC
Benefits EM-HFCS
EM-SILC
Taxable income EM-HFCS
EM-SILC
Taxes EM-HFCS
EM-SILC

Social insurance EM-HFCS
contributions

EM-SILC
Disposa ble EM-HFCS
income

EM-SILC

Mean
28,043.3
27,901.0
2,912.3
2,908.8
29,896.6
29,442.8
7,057.2
6,782.2
1,357.3
1,326.5
22,541.1

22,701.1

Std.Dev.
22,642.2
21,577.2
3,703.9
3,627.1
20,651.8
19,353.5
7,668.6
7,039.1
1,598.7
1,547.0
13,662.6

13,337.5

Min.
-3,859.7
-2,761.0
0

0

0
-653.2

278.3

-HFCS vs. EM -

Max.
720,424.0
720,424.0
72,636.4
87,176.2
531,458.3
534,694.7
247,232.4
247,485.9
49,982.4
50,439.0
526,007.3

529,061 .8

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

Table 19 shows the summary statistics of all underlying components of the overall
income variables. Almost all variables are similar in EM
some stand out. For example, in the category of original
value in EM -HFCS of non -taxable investment income is 1.6 times higher than the
mean value in EM -SILC. The mean values of private pension, the old age pension and

the disability pension are clearly relatively higher in one of the two datasets

& pension

The same holds for the other values of the summary statistics.
discrepancies in pension variables can be explained by the fact that occupational

pensions are taken together with public pensions in the EM

covere d with private pensions in EM

contributions.

-SILC, while they are

-HFCS and EM -SILC. However,

income, the mean

as well.

However, these

-HFCS. Since occupational pensions are the most
important type of pension in Finland this different categorisation has a larger impact

on the summary statistics than in other countries.
found for the subcomponents of the benefits, nor for the taxes or the

No worrying differences can be

social insurance
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Table 19 : Comparison of detailed EUROMOD income concepts EM

-HFCS vs. EM -SILC, Finland

Variable Mean Std.Dev. Min Max
Original &  Originali ncome EM-HFCS  27,475.2 22.957.2 -3,859.7 720,424.0
pension income
EM-SILC  22,955.6 22.911.2 -13,026.0 675,160.8
Employment income EM-HFCS  19,978.6 19,407.2 0 399,503.2
EM-SILC 19,7245 18,901.1 0 399,011.2
Earned income share of self - EM-HFCS  1,278.7 5,713.3 0 220,283.7
employment income
EM-SILC  1,212.7 5,569.5 0 222,296.2
Capital income share of self - EM-HFCS 4815 3,141.2 0 191,154.4
employment income
EM-SILC  415.7 2,945.2 0 191,501.6
Investment income (earned) EM-HFCS  178.7 23417 0 234,049.1
EM-SILC  102.8 1,795.1 0 236,989.2
Investment income (capital) EM-HFCS  503.7 45325 0 359,979.9
EM-SILC  301.4 4,699.3 0 355,855.4
Investment income (non -taxable) EM-HECS 1,020.8 5152.4 0 256.337.2
EM-SILC 6355 5,378.1 0 258,572.2
Property income EM-HFCS  303.9 2,612.1 0 143,667.4
EM-SILC  300.7 2,561.0 0 143,667.4
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—+

Private transfer

EM-HFCS  140.2 629.1 18,580.6
EM-SILC  94.1 410.6 8,000.0
+ Other income EM-HFCS  34.2 389.2 23,317.3
EM-SILC  35.1 379.0 23,317.3
- Maintenance payments EM-HFCS  147.6 629.3 16,707.0
EM-SILC  144.3 614.3 16,666.6
+ Private pension EM-HFCS  4,429.8 9,612.3 213,122
EM-SILC  277.6 2,181.6 81,510
Pensions EM-HFCS 586.2 1,545.9 12,285.3
EM-SILC  4,945.4 9,227.8 213,670
+ Old age pension EM-HFCS 4025 1,296.5 11,720
EM-SILC  3,988.8 8,803.3 213,670
+ Care allowance forold -age pensioners EM-HECS 0 0 0
EM-SILC 289 210.5 5,239.1
+ g:rrlt;glrll(;\;\éancefordisability EM-HECS 0 0 0
EM-SILC 139 135.8 3,768.1
+ Disability pensions EM-HFCS  123.9 745.9 8,722.0
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EM-SILC 850.4 3,137.2 38,271.4
Disability allowance EM-HECS 0 0 0
EM-SILC 7.6 123.6 4,179.1
Survivor pensions EM-HFCS 417 387.3 8,722.0
EM-SILC 55.8 715.8 55,864.6
Social benefits Study grant EM-HFCS 1288 553.1 4,768.0
EM-SILC 167.2 616.7 4,768.0
Other education benefits EM-HECS 601 560.2 19.198.4
EM-SILC 52.8 555.5 18,833.4
Labour market subsidy EM-HFCS  169.0 825.5 8,834.0
EM-SILC 171.0 831.6 8,911.0
Other unemployment benefits EM-HECS  364.7 1,556.7 35,681.0
EM-SILC 330.1 1,554.1 35,010.0
General housing allowance EM-HECS  133.2 524 3 4.829.3
EM-SILC 121.4 495.5 4,837.3
Pensioner housing allowance EM-HECS 996 484.7 4.458.2
EM-SILC 92.1 453.4 4,458.2
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Student housing allowance

EM-HFCS 54.0 332.2 3,225.6
EM-SILC 68.7 376.4 3,225.6
Other housing benefits EM-HECS 2.9 15.2 559 7
EM-SILC 2.7 14.1 558.6
Child home care  allowance EM-HFCS  133.0 512.9 5,902.3
EM-SILC 137.2 524.8 5,844.7
Local authority income support EM-HECS 841 639 1 13,638.5
EM-SILC 75.9 594.8 13,227.4
Other social assistance benefits EM-HECS 135 210.0 11,706.1
EM-SILC 10.2 191.7 11,814.1
Basic unemployment allowance EM-HECS 571 431.2 77971
EM-SILC 59.0 437.5 8,168.5
Eﬁ;\?\/‘;g; related unemployment EM-HFCS  606.3 1,953.4 72,636.4
EM-SILC 625.8 1,858.5 87,176.2
Sickness leave benefi EM-HFCS ~ 112.9 702.7 19,359.4
EM-SILC 112.1 704.2 19,578.1
Other sickness -related benefits EM-HECS 375 4359 25.944.4
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EM-SILC  33.7 426.9 25,467
+ Child benefit EM-HFCS  506.1 711.4 4,454.4
EM-SILC  505.5 710.1 4,454.4
+ Parental leave benefits EM-HFCS 2805 1,189.3 16,441.6
EM-SILC  279.1 1,173.1 15,863.7
+ Other family benefits EM-HFCS  69.0 267.8 3,349.7
EM-SILC  64.1 265.3 3,379.4
Taxable income EM-HFCS 29,896.6  20,651.8 531,458.3
EM-SILC 29,4428  19,353.5 534,694.7
Taxes EM-HFCS  7,057.2 7,668.6 247,232.4
EM-SILC  6,782.2 7,039.1 247,485.9
+ Simulated taxes EM-HFCS  6,968.7 7,630.8 245,878.6
EM-SILC  6,782.2 7,039.1 247,485.9
Social Employee SIC EM-HFCS  1,100.7 1,112.2 25,486.6
Insurance
contribution EM-SILC  1,084.5 1,077.4 23,985.6
" E;?}E’:%ﬁ;:gdal insurance EM-HFCS  1,100.7 1,112.2 25,486.6
EM-SILC  1,084.5 1,077.4 23,985.6
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Self -employed SIC EM-HFCS 256.6 1,242.8 0 49,982.4
EM-SILC 241.0 1,204.4 0 50,439.0
+ Self-employed contributions for EM-HECS  255.7 1,242.0 0 49.982.4
entrepreneurs
EM-SILC 220.7 1,144.6 0 50,349.0
+ Social insurance contributions for EM-HECS 0.9 317 0 2.093.6
farmers
EM-SILC 21.3 296.4 0 16,169.0
Disposable EM-HFCS 22,541.1 13,662.6 -653.2 526,007.3
income
EM-SILC 22,701.1 13,337.5 278.3 529,061 .8

Notes: All income variables are converted into yearly incomes, summed at the household level and equivalised according to the

values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC

OECD-modified scale. The presented
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As can be expected also inequality indicators for original and disposable income are

very similar for both datasets (Table 20 ). The small differences can be considered as
rather negligible. The mean and medium values found in the external data are
reasonably higher compared to both EM -HFCS and EM -SILC.
Table 20 : Inequality statistics - original and disposable income EM -HFCS vs.
EM-SILC, Finland
EM-HFCS EM-SILC External
data

Original & pension  income

- Median 24,696 24,677 34.177
- Mean 28.043 27,901 30,028
- Cini 0.36 0.35 0.30
Disposable income

- Median 20,566 20,755 23,611
- Mean

22 541 22701 26,051
- Gini 0.25 0.24 0.26

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC. External : Statistics Finland (2016)

Figure 6 and Figure 7 of the decile distribution s confirm the se findings . The ratio
between EM -HFCS and EM - SILC only slightly increases with higher income deciles.

Figure 6: Mean o riginal & pension income bydeciles EM-HFCSvs.EM -SILC,
Finland

150% 75000
140% 70000
130% 65000
120% 60000
110% 55000

100% 50000
90% 45000 =

80% 40000 s EM-HFCS
70% 35000 s EM-SILC
60% 30000
50% 25000 e EM-HFCS/EM-SIL(
40% 20000
30% 15000
20% 10000 I
10% 5000
0% o M
1 2 3 4 5 6 7 8 9 10  Total

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC
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Figure 7: Mean d isposable income by deciles EM-HFCSvs. EM -SILC, Finland
150% 50000

140%
130% 45000
120% 40000
110%
100% 35000
90% 30000
9 -
380;3 25000 m EM-HFCS
60% 20000 s EM-SILC
451822 15000 e EM-HFCS/EM-SILC
30% 10000
20%
10% 5000 I
0% 0
® 9 9

NY o kS 0 A

N
?
N &6"
Notes: All income  variables are converted into yearly incomes, summed at the household level and

equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC

The distribution of the other important components by disposable income deciles is
also highly corresponding in EM  -HFCS and EM -SILC ( see Figure 8 to Figure 10).

Figure 8: Social benefits by disposable income deciles EM -HFCS vs. EM-SILC,
Finland

6000
5500
5000
4500
4000
3500
3000
2500
2000
1500
1000
500
0

Mean value

1 2 3 4 5 6 7 8 9 10
Income decile (*)

=@=EM-HFCS ==#=—=EM-SILC

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC
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Figure 9: Taxes by disposable income deciles EM -HFCS vs. EM -SILC, Finland
25000
22500
20000
17500
15000
12500
10000
7500
5000
2500
0

Mean value

=
N
w

4 5 6 7 8 9 10
Income decile (*)

=@=EM-HFCS ==#=—EM-SILC

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

Figure 10 : Social insurance contributions by disposable income deciles EM -
HFCS vs. EM -SILC, Finland

4000
3500
3000
2500
2000

Mean value

1500
1000
500

0
1 2 3 4 5 6 7 8 9 10

Income decile (*)

=@=EM-HFCS ==0=—=EM-SILC

Notes: All income variables are converted into yearly incomes, s ummed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC
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2.6.3 France

In Table 21 we compare the survey population in EM -HFCS and EM -SILC over a
selection of relevant socio  -demographic variables. In general the proportions are very
similar across the two surveys and compare well to the external source. For educati on
the category of primary education stands out; the proportion of individuals that

achieved primary education is almost 10 percentage points higher in EM -HFCS than in
EM-SILC, at the cost of a lower percentage of lower secondary education. With regard

to economic status , EM-HFCS covers more self -employed individuals than EM  -SILC,
while the share of employees is lower. The results for tenure status also reveal some
differences; EM -HFCS covers a higher share of home owners paying a mortgage than
EM-SILC att he cost of the share of outright owners.

Table 21 : Comparison of socio -demographic variables EM -HFCS vs. EM -SILC,
France
EM-HFCS EM-SILC External
source (*)
Varia category Proportion Proportion Proportion
ble
<16 19.8 18.6 19.7
16-29 17.0 18.0 17.3
i’» 30-44 20.9 19.8 20.1
45-64 26.4 26.8 26.1
>64 15.9 16.8 16.8
o Male 48.3 48.4 48.4
e
c
3 Female 51.7 51.6 51.6
Pre-primary education 13.7 14.9 15.1
Primary education 28.0 19.3 17.7
s Lower secondary education 8.5 14.7 15.3
3
S (Upper) secondary education 32.1 32.2
e
w
Post-secondary non -tertiary 32.1
: 0.1 0.0
education
Tertiary education 17.7 19.0 19.7
o Pre-school 6.8 7.5 7.4
j ]
5.9
o €
w Farmer 0.0 0.0 N.A.
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Employer or self -employed 4.8 3.5
41.3
Employee 34.9 37.3
Pensioner 21.6 225 21.4
Unemployed 5.9 5.1 4.3
Student 19.3 17.6 17.8
Inactive 2.0 11
Sick or disabled N.A. 25 7.8
Other 4.4 2.9
Family worker 0.2 N.A. N.A.
Single (Never married) 48.3 48.6 49.3
4 Married 39.1 38.1 384
5]
v Separated N.A. N.A. N.A.
IS
g Divorced 6.1 6.7 6.1
Widowed 6.6 6.5 6.2
Outright owner 22.9 28.9
60.8
Owner paying mortgage 36.1 33.3
[2])
>
< Tenant or subtenant paying rent 20.2
s at prevailing or market rate
5 36.3 36.8
é Accommodation is rented at a 14.5
reduced rate (below market price)
Accommodation is provided free 4.7 3.2 2.4
Note: (*) Education and economic status of individuals aged below 15 imputed based on age
Source: O wn calculations based on  EM-HFCS and EM-SILC. External: CENSUS 2011 (Eurostat, 2016)
In Table 22 we look at the number of tax payers/ benefit recipients and the yearly
revenue/expenditure of a selection of taxes, soc ial contr ibutions and benefits. Those
variables we found administrative data for, have relatively similar values.
Table 22 : Comparison of number of taxpayers/benefit recipients and tax
revenue/benefit expenditures EM -HFCSvs. EM -SILC, France
Tax/social Component EM-HFCS EM-SILC External
contribut  ion /benefit source
Income tax (S) Payers 14,061,820 17,858,929 19,448,850
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Yearly 43,640 52,630 46,075
revenue millions millions millions
Payers 44,160,146 44,550,472 N.A.
Generalized social
contributions  (S) Yearly 66,850 81,040 80,800
revenue millions millions millions
Payers 44,902,479 45,678,420 N.A.
Contributions for debt
repayment (S) Yearly 4,810 5,709 6,000
revenue millions millions millions
Payers 39,812,156 36,371,633 N.A.
SIC on capital income
(S) Yearly 4,104 4,681 3,600
revenue millions millions millions
Employee social Payers 26,022,869 28,573,460 N.A.
contribution  (S)
Yearly 71,080 75,160 77,473
revenue millions millions millions
Employer social Payers 26,022,869 28,573,460 N.A.
contribution  (S)
Yearly 206,100 217,900 249,860
revenue millions millions millions
Self-employed social Payers 2,326,823 2,490,549 N.A.
contribution  (S)
Yearly 11,650 13,980 24,230
revenue millions millions millions
Universal child benefit Recipients 4,617,317 4,399,124 4,291,600
(S)
Yearly 12,340 11,440 12,535
expenditure millions millions millions
Recipients 78,746 65,884 750,000
Family support
allowance (S) Yearly 82 millions 69 millions N.A.
expenditure
Recipients 1,476,169 1,790,133 1,795,300
Means -tested  benefit
for young children (S) Yearly 3,168 3,842 3,944.4
expenditure millions millions millions
Recipients 1,124,761 791,940 788,600
Means -tested  benefit
for large families  (S) Yearly 2,188 1,540 1,512
expenditure millions millions millions
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educational grants  (S)

Yearly 1,891 1,162 1,495
expenditure millions millions millions
Means -tested Recipients 181,322 158,888 N.A.
allowance for the o 4 1,699 1,513 N.A.
elderly (S) . - -
expenditure millions millions
Recipients 181,586 360,208 822,100
Income -tested
disability benefit  (S) Yearly 1,561 2,942 5,795.5
expenditure millions millions millions
Recipients 5,452,910 3,072,804 1,697,400
Income -tested
minimum income  (S) Yearly 3,509 10,750 7,005
expenditure millions millions millions
Recipients 8,378,175 6,150,066 N.A.
Refund of the working
tax credit (S) Yearly 3,763 2,648 N.A.
expenditure millions millions

Note: (S): simulated

Source: own calculations based on EM-HFCS and EM -SILC; EUROMOD country report &  INSEE. statistics on
wages and income - social protection and welfare -
http://www.insee.fr/en/themes/theme.asp?theme=4&sous_theme=6&nivgeo=0&type=2;INSEE. Main taxes

by categori y- http://www.insee.fr/frthemes/tableau.asp?reg_id=0&ref_id=NATTEF08328; DGFiP. Statisitcs

on national taxes - statistics on the income
taxhttp://www.impots.gouv.fr/portal/dgi/public/statistiques.impot?espld= -
4&pageld=stat_donnees_detaillees&sfid=4503

We start to analyse the summary statistics of the EUROMOD income concepts.  First,
the aggregate level concepts are discussed (see Table 23). Original and pension
income, like almost all income variables, has a clearly relatively higher mean value in

EM-SILC. The standard deviations are fairly similar,
minimum and the maximum values. Social benefits is the only variable with a
relatively higher mean value in EM -SILC. The mean value is around 60% higher in the

latter. For the variab les taxable income, taxes and disposable income the relative
difference in the mean value equals roughly 20%. The maximum values, however, are

quite different. The variable social insurance contributions, on the other hand, is very

satisfying for all value s. The negative minimum values for three of the overall income
concepts will be covered later.

Table 23 : Comparison of overall EUROMOD income concepts of EM -HFCS vs
EM-SILC, France
Variable Mean Std.Dev. Min. Max.
Original & pension EM-HFCS  19,829.7 26,627.0 -450,838 2,328,264
income
EM-SILC 26,299.4 23,984.03  -2,206.7 884,433.3
Benefits EM-HFCS  3,642.6 4,230.7 0 148,824
EM-SILC 2,240.8 3,272.2 0 98,520
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Taxable income EM-HFCS 14,192.7 23,986.1 -447,283.4 2,179,653
EM-SILC 17,940.7 17,871.3 -5,643.8 770,773.3
Taxes EM-HFCS  2,698.5 7,232.4 0 669,336.6
EM-SILC 3,288.1 6,254.3 -22,232.3 342,326.2
Social insurance EM-HFCS  2,024.3 2,220.4 0 65,106.2
contributions
EM-SILC 2,220.3 2,259.4 0 54,454.7
Disposable income EM-HFCS 18,449.4 19,153.8 -440,531.5 1,658,927
EM-SILC 23,031.8 16,467.0 0 509,614.5

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC

The first level variables appeared to be relatively similar. We now continue with the

second and third level variables, which are presented in Table 24 . We can see that the

difference in the mean value of original and pension income is mainly due to the

difference in the mean value of the income. More precisely, besides the fact that the

mean values of most elements of original and pension income are relatively higher in
EM-SILC,EM-HFCS doesndt have a value for overtime pay.
of the maintenance payments paid is cons iderably lower in EM  -SILC compared to EM -

HFCS. Further analysis on  the maintenance payments reveals that this variable can

explain the negative minimum values in original and pension income . Indeed, these

payments are subtracted from the income from employ ment etc. and sometimes

exceed the latter. All mean values of the concepts under pensions are satisfactory and
comparable across EM -HFCS and EM -SILC. For the other summary statistics, larger
differences appear.

The social benefits are subdivided into two groups. The first contains all variables
which have values in both data sets. The second contains those variabl es with values
only in EM -SILC, while the values for EM -HFCS are collected under the variable
residual benefits. The first group is overall satis fying in correspondence, although
some exceptions exist. The subcomponents of the residual benefits in EM -SILC are not
satisfying when looking at the summary statistics.

Next, with regard to taxes EM-SILC appears to have relatively higher mean values for
almost all subcomponents. Nonetheless mean values are comparable in the two data
sets. The maximum values diverge considerably.

Lastly, the summary statistics for the social insurance contributions are given. This

variable contains two categories. On the one hand, we have the employee SIC and on

the other hand, there is the self -employed SIC. The difference in mean value for these
variables is negligible in the case of employee SIC: the value in EM -HFCS is 7% and
26% lower, respectively. The element under employee SIC are the most convincing in
correspondence when it comes to the mean value.
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Table 24 : Comparison of detailed EUROMOD income concepts of EM

-HFCS vs EM -SILC, France

Variable Mean Std.Dev. Min Max
Original and Originali ncome EM-HFCS 14,328.5 17,600.1 1,516,262
pension income
EM-SILC 17,758.9 20,444.2 775,000.1
*+ Regular hours employment EM-HECS  12,970.6 154243 1,156,262
Income
EM-SILC 13,797.4 14,409.1 386,352.3
+ Self-employment income EM-HFCS 1,357.9 9,240.6 974,621.3
EM-SILC 1,509.3 9,784.1 773,486.8
+ Overtime pay EM-HECS 0 0 0
EM-SILC 2,452.2 5,575.4 107,301.2
* Investmentincome EM-HFCS  1,9473 16,012.6 2 258,228
EM-SILC 2.376.0 8,612.2 467.226.7
+ Income received by children EM-HECS 0 0 0
under 16

EM-SILC 3.6 33.6 1,023.1

+ Private transfers received EM-HECS 103.6 787 8 85.968
EM-SILC 709.4 4,406.4 221,276.2

- Maintenance payments paid EM-HFCS 1,038.7 11,055.4 481,200

EM-SILC 169.8 987.9 39,400

November 2017 64



EWIGE i European Wealth data InteGration in EUROMOD

Pensions EM-HFCS  4,659.3 9,140.4 277,952
EM-SILC 5,499.8 10,321.7 168,200
+ Private pension EM-HFCS 204 372.6 68,756
EM-SILC 11.6 428.2 34,800
+ Old age pension EM-HFCS  4,363.2 9,014.0 277,952
EM-SILC 5,336.2 10,207.7 168,200
+ Disability pensions EM-HFCS 452 479.8 72,846.7
EM-SILC 131.7 1,125.2 42,000
+ Survivor pensions EM-HFCS  250.0 1,896.0 85,644
EM-SILC 31.8 707.1 50,300
Social benefits Contributory unemployment EM-HFCS  606.1 2,084.8 44,816.7
benefit
EM-SILC 688.9 2,373.6 98,520.0
+ Universal child benefit EM-HECS 3841 652 1 4.041.2
EM-SILC 362.4 625.0 3,273.8
i Sé‘tfvﬁt';me”t for free choice of EM-HFCS  662.4 1,033.0 4,161.6
EM-SILC 215.6 659.5 4,161.6
+ Family support allowance EM-HECS 29 346 804.4
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EM-SILC 1.9 32.2 804.4
Means -tested benefit for EM-HFCS 942 304.8 1,650.7
young children

EM-SILC 117.1 331.3 1,650.7
Means -tested survivor EM-HFCS 4.3 83.4 4,521.0
minimum pension

EM-SILC 0 0 0
Unemployment assistance EM-HFCS 482 287.8 5,338.0
benefit

EM-SILC 0 0 0
Means -tested benefit for EM-HFCS  69.7 216.5 1,023.8
large families

EM-SILC 50.0 186.0 1,023.8
Means -tested educational EM-HECS 56.9 1085 576.8
grants

EM-SILC 36.5 91.7 527.1
Means -tested allowance for EM-HECS 35.2 508.5 9.177.1
the elderly

EM-SILC 31.3 473.1 9,177.1
Income -tested disability EM-HECS 325 4475 9,261
benefit

EM-SILC 69.3 627.8 9,261.1
Means - tested guaranteed EM-HFCS  806.8 2.710.3 143,595.8
minimum income

EM-SILC 277.5 956.9 21,940.9
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Income -tested housing

. EM-HFCS 0 0 0 0
allowance for those renting
EM-SILC 0 0 0 0
* Refund of the working tax EM-HFCS  95.1 183.6 0 1,231.0
credit
EM-SILC 69.9 156.8 0 1,227.7
Residual benefits EM-HFCS 1,059.8 1,802.4 0 77,006
+ Contributory sickness benefit EM-SILC 162.2 968.3 0 30,000
+ Means -tested birth grants EM-SILC 171 846 0 687 6
* Othermeans -fested EM-SILC 247.4 653.4 0 10,836
allowances for families with
children
+ Other means -tested benefits EM-SILC 613 969 5 0 72.000
+ Other.means -tested housing EM-SILC 40.9 2133 0 3,548.0
benefits
+ Scholarships EM-SILC 25.3 19,801 0 4,266.7
Sum EM-SILC 554.2 22,690 0 19,440
Taxable income EM-HFCS 14,192.7 23,986.1 -447,283.4 2,179,653
EM-SILC 17,940.7 17,871.3 -5,643.8 770,773.3
Taxes EM-HFCS 2,671.7 7,203.0 -750.9 669,336.6
EM-SILC 3,288.1 6,254.3 -22,232.3 342,326.2
+ Personalincome tax EM-HFCS 9243 4.674.6 0 398,186.9

November 2017

67



EWIGE i European Wealth data InteGration in EUROMOD

EM-SILC 1,142.4 4,505.8 0 280,385.4
+ Generalized social contributions EM-HECS 1,547.9 2079.1 0 190,302
EM-SILC 1,921.7 1,810.7 0 64,398
+ Contributions for debt repayments EM-HFCS 1108 1311 -1,504.6 11,636.2
EM-SILC 135.5 116.4 0 4,297.9
+ SIC on capital income EM-HFCS 888 599.8 0 77,996.9
EM-SILC 104.9 351.4 0 16,177.0
Social insurance Employee SIC EM-HFCS 1,745.5 1,832.7 0 20,642.7
contribution
EM-SILC 1,868.5 1,669.3 0 17,315.8
* Sickness insurance EM-HFCS  97.3 115.7 0 8,672.0
contributions
EM-SILC 103.5 108.1 0 2,897.6
* Pension insurance EM-HFCS 1,340.4 1,391.1 0 15,221.3
contributions
EM-SILC 1,437.0 1,277.6 0 12,802.0
* Unemployment insurance EM-HFCS  307.9 333.4 0 3,939.6
contributions
EM-SILC 328.0 297.7 0 3,322.4
Self -employed SIC EM-HFCS  278.8 1,412.0 0 65,106.2
EM-SILC 351.8 1,565.9 0 54,245.0
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+ Sickness insurance

€SS EM-HFCS 73.3 499.0 0 52,629.6
contributions
EM-SILC 81.5 528.3 0 41,768.3
+ Family benefits insurance EM-HFCS 108.5 504.9 0 12,808.3
contributions
EM-SILC 122.3 506.5 0 11,5275
* Pension insurance EM-HFCS  81.9 420.8 0 9,925.4
contributions
EM-SILC 132.3 536.2 0 16,705.6
+ Death and invalidity EM-HFCS 12,0 50.9 0 617.5
Insurance
EM-SILC 12.3 51.7 0 594.7
+ Professional training EM-HFCS 3.1 10.7 0 100.6
contribution
EM-SILC 3.3 11.8 0 132.7
Disposable EM-HFCS  18,449.4 19,153.8 -440,531.5 1,658,927
income
EM-SILC 23, 031.8 16,467.0 0 509,614.5

Note: All income variables are converted into yearly incomes, summed at the household level and equivalised

values are the weighted values.

Source: ow n calculations based on EM  -HFCS and EM -SILC

according to the OECD

-modified scale. The presented
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In Table 25 the median, mean and Gini coefficient of original (& pension) and
disposable income are given. Values for both EM -HFCS and EM -SILC are presented.
The median value seems to be relatively larger in EM -SILC twice , with a difference of

around 30 % for original & pension income and 21 % for disposable income. For the
other inequality indicators, EM  -HFCS generates relatively higher figures. Keeping the
oversampling of the wealthiest households in this data set in mind, the results lie in

the line of our expectations. Indeed, the Gini coefficient of 0.48 and 0.33, compared to
0.34 and 0.30 , points out that the distribution of original and disposable income is
relatively more  unequal .

Table 25 : Inequality statistics I Original (& pension) and disposable income
EM-HFCS vs. EM -SILC, France

EM-HFCS EM-SILC

Original & pension  income

- Median

16,928 22,108
- Mean 19,830 26,299
- Cini 0.48 0.38
Disposable income
- Median 16,358 19,731
- Mean 18,449 23,032
- Cini 0.34 0.30

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on the EM-HFCS and EM -SILC.

In o rder to confirm the skewness caused by the oversampling, the decile distributions

for original (& pension) and disposabl e income are generated. Figure 11 presents the
decile distribution for the former . The results do not cor  respond to the expectations: in
contrast to other countries the values for EM -SILC exceed those in EM -HFCS. Figure
12 based on disposable incomes also shows this trend. The values of EM -SILC are
higher for all income deciles.
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Figure 11 : Mean original & pension income by deciles EM -HFCS vs. EM -SILC,
France
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

Source: own calculations based on the EM  -HFCS and EM -SILC

Figure 12 : Mean disposable income by decile sEM-HFCSvs. EM -SILC, France
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: ow n calculations based onthe EM  -HFCS and EM -SILC

Figures 13 to 15 show the decile distribution of the other EUROMOD concepts. The
social benefits seem to have quite unequal values over the deciles. EM -HFCS lies
clearly higher; both data sets present a decreasing course of the mean value of the
social benefits . Figure 13 and Figure 15 tell that the mean values over the deciles are
comparable in the two data sets. Also, the values for EM -SILC are relatively higher,
except for the first income decile. As was said before, this can be explained by the fact

that the EU -SILC is more accurate in representing the lowest income h ouseholds.

November 2017 71



EWIGE i European Wealth data InteGration in EUROMOD

Figure 13 : Benefits by disposable income deciles EM -HFCSvs. EM -SILC,
France
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) deciles are based on disposable income of the corresponding dataset

Source: ow n calculations based onthe EM  -HFCS and EM -SILC

Figure 14 : Taxes by disposable income deciles EM -HFCSvs. EM -SILC, France
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
(*) deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC
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Figure 15: Social insurance contribution by disposable income deciles EM -
HFCSvs. EM -SILC, France
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.

(*) deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC

2.6.4 Germany

Table 26 presents the results of the comparison of the socio -demographic variables. In
general, the correspondence is satisfactory. For instance, t he proportion of the
different age categories and those of men and women is almost equal in both data

sets. With regard to  education al level some differences appea r. Thisis large ly due to
differences in the categorization . Also m arital status shows some differences.
According to EM -HFCS, relatively more respondents are married and less respondents

are single or widowed. Finally, for most types of tenure status the proportions in EM -
HFCS and EM -SILC are relatively similar. While EU -SILC makes a distinction between
private and social renters, the HFCS does not.

Table 26 : Comparison of socio -demographic variables EM -HFCS vs. EM -SILC,
Germany
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<16 154 14.4 14.4
16-29 15.1 16.4 16.1
5 30-44 20.4 21.2 19.8
45-64 28.3 27.9 29.1
>64 20.7 20.1 20.6
g Male 49.6 49.1 48.8
§ Female 50.4 50.9 51.2
Pre- primary education 11.8 8.4 8.6
Primary education 6.0 3.4 7.9
s Lower secondary education 13.7 16.3 17.4
_g (Upper) secondary education 37.8 40.0
. Post-secondary non -tertiary 4l4
education 55 45
Tertiary education 27.0 28.7 21.7
Pre-school 55 4.8 5.0
Farmer 0.0 0.0 N.A.
Employer or self -employed 5.4 3.2 5.8
Employee 40.9 41.0 46.4
E Pensioner 22.0 22.9 21.8
é Unemployed 4.2 4.9 2.7
% Student 14.9 16.1 17.6
L
Inactive 0.4 1.2
Sick or disabled 1.7 1.7 4.8
Other 4.9 4.3
Family worker 0.1 0.0 0.5

November 2017



EWIGE i

European Wealth data InteGration in EUROMOD

Single (Never married) 374 40.1 40.2
3 Married 48.6 44.5 455
T
f Separated N.A. 0.9 N.A.
[
g Divorced 7.0 9.0 7.0
Widowed 7.1 5.4 7.3
Outright owner 24.1 27.9
52.3
Owner paying mortgage 25.7 25.5
[2])
=]
< Tenant or subtenant paying rent 39.6
i at prevailing or market rate 47.2
5 47.4
é Accommodation is rented at a 4.4
reduced rate (below market price)
Accommaodation is provided free 2.9 2.7

Note: (¥) Education and economic status of
Source: O wn calculations based on EM

In order to assess the validity of the EM

administrative data. Table 27

payers/recipients and the yearly revenue/expenditure
-HFCS and EM -SILC. The difference for sickness benefits, however,

similar between EM
is relatively large.

. Overall, the outcomes are very

individuals aged below 15 imputed based on age
-HFCS and EM -SILC. External:

CENSUS 2011 (Eurostat, 2016)
-HFCS, we compare it with extern
shows for a selection of variables, the number of

Table 27 : Comparison of number of taxpayers/benefit recipients and tax
revenue/benefit expenditures EM

-HFCS vs. EM -SILC, Germany

Tax Component EM-HFCS EM-SILC External
source
Income tax (S) Payers 41,716,260 39,255,471 N.A.
Yearly 271,000 231,900 240,294
revenue millions millions millions
Capital income Payers 7,615,821 9,502,712 N.A.
tax (S)
Yearly 8,800 6,396 N.A.
revenue millions millions
Employee social Payers 28,745,140 32,648,999 27,501,000
contribution (S)
Yearly 152,000 186,100 144,182
revenue millions millions millions
Employer social Payers 30,686,838 35,681,548 N.A.
contribution (S)
Yearly 148,000 178,700 155,468
revenue millions millions millions
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Self -employed Payers 4,176,299 2,940,482 N.A.
social
contribution (S) Yearly 14,300 14,270 30,803
revenue millions millions millions
Payers 19,101,747 20,687,052 N.A.
Pensioner social
contribution (S) Yearly 28,774 30,410 30,735
revenue millions millions millions
Child  benefits Recipients 9,610,021 10,312,804 11,795,000
(S)
Yearly 32,800 34,500 31,743
expenditure millions millions millions
Social Recipients 838,834 668,930 768,000
assistance  for
old-age (S) Yearly 3,450 2,432 2,703 millions
expenditure millions millions
Unemployment Recipients 4,418,669 1,074,164 N.A.
benefits | (R)
Yearly 22,234 10,880 N.A.
expenditure millions millions
Education Recipients 633,864 823,457 873,000
benefits (S)
Yearly 2,891 3,543 2,703 millions
expenditure millions millions
Sickness Recipients 48,374 1,163,615 N.A.
benefits (S)
Yearly 196.72 9,346 N.A.
expenditure millions millions
Unempl. Benefit Recipients 3,653,102 4,609,722 N.A.
I and social
benefits (S) Yearly 20,084 33,610 N.A.
expenditure millions millions
Maternity leave Recipients 503,496 598,203 468,000
benefits (S)
Yearly 3,700 448 millions 1,400 millions
expenditure millions
Parental leave Recipients 651,505 904,074 583,000
benefits (S)
Yearly 2,008 3,096 4,450 millions
expenditure millions millions
General social Recipients 219,525 133,714 157,000
assistance (S)
Yearly 410.8 673.4 797 millions
expenditure millions millions
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Additional child Recipients 133,622 74,686 81,000
benefits (S)
Yearly 408 millions 176.6 364 millions
expenditure millions

Note: (S): simulated ; (R) reported
Source: ow n calculations based on EM  -HFCS and EM -SILC; OECD Tax Revenue Database (2016) &
EUROMOD country report

The mean, standard deviation and minimum and maximum for EM -HFCS and EM -SILC
are presented in  Table 28 for the overall income concepts, and in Table 29 for the
detailed subcomponents. For the overall income variables (Table 28), the following
picture emerges . First, mean values of all concepts, except social insurance
contribution s are larger in EM -HFCS than in EM -SILC. The difference is slightly lower

for original & pension income than for disposable income. Second, the mean values of
the overall benefits, taxes and taxable income are somewhat differ ent, but overall
correspondence  seems reasonable . Relatively larger dissimilarities arise for the
maximum value. Third, largest differences  between EM -HFCS and EM -SILC are found
for the social insurance contributions

Discrepancies are  presumably due to the data characteristics. EM-HFCS oversamples
the wealthiest households and is thus more representative for the higher incomes,

while EM - SILC is more targeted at the lower incomes. Although maximum values are
lower in EM -HFCS than in EM -SILC, the HFCS oversampling of the wealthy likely
results in a higher coverage of households at the higher end of the distribution which

in turn leads to a higher mean income.

Table 28 : Comparison of overall EUROMOD income concepts of EM -HFCS vs
EM-SILC, Germany
Variable Mean Std.Dev. Min. Max.
Original & EM-HFCS 27,483.3 26,527.1 -1,883.8 901,733
pension income
EM-SILC 26,659.1 25,068.8 -2,400 1,624,169
Benefits EM-HFCS 2,468.4 3,564.2 0 27,000
EM-SILC 2,042.0 4,155.8 0 232,000
Taxable income EM-HFCS 22,593.5 24,762.9 0 826,447.3
EM-SILC 20,854.2 21,604.1 0 991,041.5
Taxes EM-HFCS 4,848.5 9,380.1 0 382,402
EM-SILC 4,159.6 8,759.8 0 633,958.6
Social insurance EM-HFCS 3,379.2 2,860.9 0 39,070.7
contributions
EM-SILC 4,013.1 3,352.5 0 70,357.3
Disposable EM-HFCS 21,723.9 15,190.9 -1,634.4 557,146.9
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neome EM-SILC 205284  14,236.3 200.0 954,030.0

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

The negative values of disposable income and original and pension income (see
minima) are  due to the fact that for some cases maintenance payments (xmp) are
larger than the components of original and pension income. For original (& pension)
income this concerns in EM-HFCS about 0.2% of the households and one household
for disposable income. In contrast, the German EM -SILC has about 2.3% of
households with negative original (& pension) income and none with negative
disposable income. When leaving out the households with negative original and
disposable incomes in EM -HFCS mean original (& pension) income is equal to
U 2 540.0, with a standard deviation of 026,513.8 and mean disposable income

becomes equal to 021, 734.4, wililhl8&3. st andard devi
Next step we show summary statistics  of more detailed components  (Table 29). First,

the underlying components of original (& pension) income seem to have somewhat

different values in the summary statistics in EM -HFCS and EM -SILC, but the
differences are acceptable. We again notice the negative minimum values. The

summary statisti  cs of the third -level components tell us that considerable differences

exist, e.g. for property income.

Second, the social benefits are subdivided into two categories. Firstly, we have all

variables with values in the two data sets. Secondly, all variabl es with only values in

EM-SI1 LC are placed under oOresi dual benefitsd. The
the components under Oresidual benefitsd should
benef i t s-BIFCB.fn tHe Kirst category no alarming dis similarities in mean values

can be found. The other values of the summary statistics are less reassuring. To

compare the mean value of the residual benefits with the mean values in EM -SILC, we

take the sum of the latter. This results in a total mean value of 325, which is
considerably lower than the value in EM -HFCS.

Third, we look at taxes and, related to this component, the taxable income. Both
components show to have a reassuring comparability. The maximum value of taxable
income is fairly similar in E M-HFCS and EM -SILC, but a larger discrepancy exists for

taxes. Fourth, all the second -level components of social insurance contributions (being
employee SIC, self -employed SIC and pensioner SIC) have convincingly similar mean
values. The other summary stat istics are not worrying either.
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Table 29 : Comparison of detailed EUROMOD income concepts of EM

-HFCS vs EM -SILC, Germany

Variable / subcomponent Mean Std.Dev. Min Max

Original & Originali ncome EM-HFCS 22,7793 27,1915 -29,821.6 901,733.3
pension Income

EM-SILC 21,6848  26,376.0 -23,750.0 1,624,169

+  Employment income EM-HFCS 17,9400 21,3180 0 800,000

EM-SILC 18,7345  20,9898.6 0 993,849

+  Self-employment income EM-HFCS  2,8435 12,749.5 0 446,666.6

EM-SILC  1,791.0 11,797.4 0 506,387.4

*  Investmentincome EM-HFCS 7506 473.3 0 466,666.7

EM-SILC  654.1 5,428.8 0 616,863.9

+ Property income EM-HFCS 1,071.8 5,300.0 0 140,000

EM-SILC  407.9 3,765.0 0 246,666.7

+  Otherincome EM-HFCS  440.6 5,037.6 0 171,518

EM-SILC 4.9 95.2 0 3,692.3

+ Private transfers received EM-HECS 180.5 978.7 0 19,333.4

EM-SILC  206.1 1,090.9 0 33,600

- Maintenance payments EM-HFCS  317.9 1,371.4 0 60,000
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EM-SILC 200.0 1,031.6 25,500
Pensions EM-HFCS 5,120.1 10,093.4 174,000
EM-SILC 5,974.3 9,427.2 145,333.4
+  Private pensions EM-HFCS 4161 3,087.2 150,000
EM-SILC 86.4 976.8 56,400
+  Public pensions EM-HFCS  4,704.0 9,178.9 130,000
EM-SILC 4,974.3 9,427.2 145,333.4
Overall old -age pension EM-HFCS 4,439.8 9,093.0 130,000
EM-SILC 0 0 0
Old-age pension  EM-HFCS 0 0 0
EM-SILC 350.7 806.7 17,415
Old-age pension for civil servants EM-HFCS 0 0 0
EM-SILC 599.5 3,369.0 40,926.8
Pension for employees in public_ EM-HFCS 0 0 0
service
EM-SILC 122.8 690.0 8,382.6
Pension schemes for self -employed, EM-HFCS 0 0 0
freelancers and farmers
EM-SILC 38.9 1,091.2 90,5334
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Old - age pension of stat.pension EM-HFCS 0 0 0 0
insurance
EM-SILC 3,457.4 7,669.5 0 132,253.4
Old-age pension from a foreign EM-HFCS 0 0 0 0
country
EM-SILC 26.7 500.7 0 31,700.0
Pension for reduced ability to work EM-HFCS 495 783.0 0 25,200.0
EM-SILC 115.8 1,076.1 0 35,480
Pension for disability to work for civil EM-HFCS 0 0 0 0
servants
EM-SILC 1.0 81.6 0 10,1154
Wi dow( er ) 6 s EM-HFCS 214.8 1,623.5 0 39,733.3
EM-SILC 88.3 867.0 0 22,665
Orphands [ EM-HFCS 0 0 0 0
EM-SILC 3.4 90.3 0 4,290
Benefit for war victims and burden EM-HFCS 0 0 0 0
sharing
EM-SILC 20.3 507.0 0 39,065.4

+ Unemployment benefit

Social benefits EM-HFCS  408.9 1,396.7 0 17,000.0
EM-SILC  166.4 1,831.4 0 114,499
+  Unemployment benefits Il and EM-HFCS 4512 1,761.1 0 14,160.7
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social benefits

EM-SILC 547.6 1,954.9 15,528.1
S o awnees 0o :
EM-SILC 0 0 0
General social assistance EM-HECS 6.5 1915 7.729.0
EM-SILC 8.8 220.0 8,244
Old-age social assistance EM-HECS 45.7 4912 8.244
EM-SILC 33.5 418.9 9,116.3
Child benefits EM-HFCS  720.4 941.7 3,718.7
EM-SILC 748.1 938.4 3,884.6
Benefits for maternity leave EM-HECS 8.7 543 565.4
EM-SILC 10.2 61.2 1,036.5
Parental leave EM-HFCS 462 264.1 2,250
EM-SILC 69.5 372.9 14,194.3
Benefit for early retirement EM-HECS 0.8 60.7 4.500
EM-SILC 7.6 433.3 47,500.0
Additional child benefits EM-HECS 10.1 1277 2.056.0
EM-SILC 4.3 76.2 3,177.7
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Residual benefits EM-HFCS  708.8 1,535.6 16,666.6
+ Advances on alimony payments EM-SILC 49 134.6 6.187.5
* Eﬁ;ﬁgtz :g;?a”:“”ons profitable EM-SILC 235 331.6 9,737.1
i SDt:‘f:ic'gnpsir:;f:efmm EM-SILC  149.6 1,001.4 19,650.1
+ Benefits for business start  -ups EM-SILC 0.4 327 2.393.3
+  Benefits forre -training EM-SILC 7.3 386.3 49,403.9
+  Severance pay EM-SILC  140.0 2,326.2 232,000
Sum EM-SILC  325.0 4,302.8 87,604
Taxable income EM-HFCS 22,593.5 24,762.9 826,447.3
EM-SILC  20,854.2  21,604.1 991,041.5
Taxes Simulated taxes EM-HFCS 4,848.5 9,380.1 382,402.0
EM-SILC  4,159.6 8,759.8 633,958.6
+  Income taxation EM-HFCS  4,693.8 9,096.8 370,445.6
EM-SILC 4 7,886.7 454,064.3
+  Capital income taxation EM-HFCS  154.8 1,238.0 122,801.7
EM-SILC  103.6 1,510.8 179,894.3
Social insurance Employee EM-HFCS 2,692.6 3,021.3 27,727.92
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contribution

Employee SIC for old -age

Employee SIC for health

Additional contribution to
stat.long -term care insurance

SIC for unemployment

Contribution to stat.accident
insurance

SIC for health paid by pensioners

Additional contribution to
stat.long -term care insurance

Self -employed

+

Self-employed SIC for old -age

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

EM-SILC

EM-HFCS

3,302.3
1,323.4
1,629.6
1,008.1
1,239.8
158.2
188.9
202.9
243.9

0

0

345.0
364.4
93.2
100.2
248.4
246.2

18.2

3,333.9
1,491.0
1,653.9
1,089.4
1,218.5
225.2
236.4
279.7
288.2

0

0

682.1
702.3
183.0
188.6
820.3
1,752.7

266.7

36,180.5
8,303.8
8,303.8
5,152
5,748.8
9,800
12,174.6
11,200
13,913.9
0

0
4,733.4
4,733.4
2,566.6
2,834
31,003.0
70,357.3

31,003.0
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EM-SILC 88.1 1,471.9 0 65,929.3
+ Self-employed SIC for health EM-HECS 230.2 768.2 0 7512
EM-SILC 158.1 627.1 0 6,840
Pensioner EM-HFCS 438.1 859.4 0 7,008.4
EM-SILC 0 0 0 0
+  Pensioner SIC for health EM-HFCS  345.0 682.1 0 4,733.4
EM-SILC 364.4 702.3 0 4,733.4
+ Additional Contr_lbutlon to stat. EM-HECS 93.2 183.0 0 2.566.6
long -term care insurance
EM-SILC 100.2 188.6 0 2,834
Disposable EM-HFCS 21,724.9 15,191.0 -1,634.4 557,146.9
income
EM-SILC 20,528.4 14,236.3 200.0 954,030.0

Note: All income variables are converted into yearly incomes, summed at the household level and equivalised according to the

values are the weighted values.
Source: ow n calculations based on EM

-HFCS and EM -SILC

OECD-modified scale. The presented
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Table 30 presents a selection of inequality statistics for EM-HFCS and EM -SILC for
original (& pension) and disposable household income. For original (& pension)
income, the Gini coefficient equals 0.42 for EM -HFCS and 0.37 for EM-SILC. For
disposable income, the Gini coefficient is 0.30 and 0.26 respectively. These differences

are far from negligible and are presumably due to the oversampling of the wealthiest

households in the HFCS. The fact that the difference between the med ian and the
mean is (slightly) smaller for EM -SILC than for EM -HFCS, points in the same direction.
Due to the oversampling in the latter, the income distribution is more skewed towards

the higher incomes.

Table 30 : Inequality statistics - Original (& pension) and disposable income
EM-HFCS vs. EM -SILC, Germany
EM-HFCS EM-SILC

Original & pension  income

- Median

21,520 22,417
- Mean 27,483 26,659
- Gini 0.42 0.37
Disposable income
- Median 17,940 18,081
- Mean 21,724 20,528
- Cini 0.30 0.27

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: Own calculations based on EM  -HFCS and EM-SILC

The decile distributions ( Figure 16 & Figure 17 ) confirm the effect of oversampling.

This is reflected in the increasing proportion of EM -HFCS over EM -SILC over the
income deciles. Indeed, although in almost all deciles the mean values for EM -HFCS
and EM -SILC are acceptably similar, the difference beco mes larger at higher income
deciles with larger differences in disposable income than in original and pension
income.
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Figure 16 :Mean original income by decile s EM-HFCSvs. EM -SILC, Germany
200% 90000 -

180% 80000 -
160% 70000 -
0,
140% " 60000 -
120%
50000 -
100%
40000 -
600 30000
o o | g l
0% 0 - ==
1 2 3 4 5 6 7 8 9 10

Income decile (*)

Mean value

Total

mem EM-HFCS s EM-SILC === EM-HFCS/EM-SILC

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

Figure 17 : Mean disposable income by decile sEM-HFCSvs.EM -SILC,
Germany

200% 60000 -

180% 55000 A
1600 50000
45000
140% 40000 -
120% 35000
100% 30000 -
80% 25000
0% 20000 1
15000 -
40% 10000 - I I I I
20% 5000 . l
0% 0 -
1 2 3 4 5 6 7 8 9 10

Total

Mean value

Income decile (*)

e EM-HFCS  mmmm EM-SILC === EM-HFCS/EM-SILC

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

We now look at the distribution of specific components along the disposable income
deciles . We first discuss the social benefits. As discussed earlier difference between

the mean values of the EM -HFCS and EM -SILC is between reasonable boundaries.
However, Figure 18 shows a very different course for the mean value of the income

from benefits over  the income deciles . Also, while the line for EM -SILC has a parabolic

shape, the course for the other survey is capricious.
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Figure 18 : Benefits by disposable income deciles EM -HFCSvs. EM -SILC,
Germany

4000 —e—EM-HFCS

3500 —e—EM-SILC
3000

2500
2000
1500

Mean value

1000
500

0
1 2 3 4 5 6 7 8 9 10
Income decile (*)

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.

(*) deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC

Figure 20 presents the distribution of taxes by disposable income deciles . Up to the
eight decile the taxes from EM -HFCS and EM -SILC coincide almost completely. From
this decile on wards, however, the mean value of the taxable income of EM -HFCS

surpasses that of the EM -SILC. This divergence presumably occurs due to the
oversampling of the wealthiest households in the former survey.

Figure 19 :Taxes by dispo  sable income deciles EM -HFCS vs. EM -SILC,

Germany

25000

22500

20000

17500

15000 =@=EM-HFCS ==#==EM-SILC

12500

10000
7500
5000
2500

0

Mean value

Decile (*)

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) deciles  are based on disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC

Figure 21 shows the course of the social insurance contributions along the disposable
income deciles . The values of EM -SILC exceed those of EM-HFCS for almost all income
deciles.
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Figure 20 : Social insurance contribution by disposable income deciles EM -
HFCS vs. EM -SILC, Germany

8500
8000
7500
7000
6500
6000
5500
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4500
4000 .
2500 == EM-HFCS
3000 w=@==EM-SILC
2500
2000
1500
1000

500

0

Mean value

1 2 3 4 5 6 7 8 9 10
Decile (*)

Note: All
income variables are converted into yearly incomes, summed at the household level and equivalised
according to the OECD -modified scale. The presented values are the weighted values.
(*) deciles are based on disposable income of the corresponding dataset
Source: own calculations based on EM -HFCS and EM -SILC

2.6.5 ltaly

Table 31 gives the proportion of the survey population in different categories of a

selection of socio -demographic variables. In general, the percentages in EM -HFCS and
EM-SILC strongly correspond. Education and economic status show some difference

due to slightly different categorisation in the two surveys.

The proportions for  age, gender and marital status are very similar  across the two
datasets. The same holds for owner status, although there are slightly more
individuals that own their main residence outright in the EM -SILC, at the cost of

owners with a mortgage and tenants.

Table 31 : Comparison of socio - demographic variables EM -HFCS vs. EM -SILC,
Italy

<16 15.1 15.0 14.9
;% 16-29 15.2 14.9 145
30-44 21.8 23.2 22.1
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45-64 27.5 26.7 27.6
>64 204 20.2 20.8
g Male 51.6 514 48.4
§ Female 48.4 48.6 51.6
Pre-primary education 9.6 13.7 14.2
Primary education 21.4 19.3 19.7
s Lower secondary education 28.6 27.2 25.2
g (Upper) secondary  education 28.0
. Post-secondary non -tertiary 28.6 301
education 23
Tertiary education 9.5 9.8 10.6
Pre-school 4.3 5.7 5.6
Farmer 0.0 0.0 N.A.
Employer or self -employed 7.5 8.4 8.1
" Employee 30.5 29.2 32.8
=)
§ Pensioner 23.3 18.1 21.3
[&]
g Unemployed 6.1 5.0 5.0
LIPJ) Student 17.7 15.7 14.7
Inactive
Sick or disabled
Other 10.6 17.9 114
Single (Never married) 38.1 40.3 41.2
4 Married 50.8 47.5 48.7
i Separated N.A. N.A. N.A.
g Divorced 3.7 3.7 2.3
Widowed 7.45 8.5 7.8
Q2 Outright owner 11.6 15.4 73.0
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Owner paying mortgage

58.1

Tenant or subtenant paying

rent at prevailing or market

rate

20.5

Accommodation is rented at a
reduced rate (below market

Accommodation

price)

free

is provided

9.8

56.5

18.8

9.3

Note: (¥) Education and economic status of individuals aged below 15 imputed based on age

Source: own calculations based on

17.9

9.1

EM-HFCS and EM -SILC; External: CENSUS 2011 (Eurostat, 2016)

As a next step in our analysis, we compare some variables with external data. More
precisely, we look for possible dissimilarities in the number of payers/recipients and

the yearly revenuelyearly expenditures of a selection of taxes, social contributions
Table 32 , data for EM -HFCS and EM -SILC are given, as well as data

social benefits. In

from external statistics

and

as found in the EUROMOD Country Report. All amounts are

given in euros. Most variables
main exceptions being the employment income (underreported in EM

social pension (over simulated in EM

show similar values

-SILC).

within a +

Table 32 : Comparison of number of taxpayers/benefit recipients and tax
re venue/benefit expenditures EM

Income
component

Employment
income (R)

Self-employment
income (R)

Old age pensions

(R)

Personal income

tax (S)

Capital tax on
investment income

(S)

Employee SICs (S)

Aspect

Recipients

Yearly
amount

Recipients

Yearly
amount

Recipients

Yearly
amount

Payers

Yearly
revenue

Payers

Yearly
revenue

Payers

Yearly
revenue

-HFCSvs. EM -SILC,

EM-HFCS

19,164,206

367,123,913,863
4,944,629

104,770,264,579
15,141,997

224,721,999,597
32,994,353

139,231,764,443
32,450,075

1,521,247,040
18,592,990

38,674,446,834

Italy

EM-SILC

20,444,408

413,788,216,605
7,029,509

104,422,922,980
15,845,610

236,449,217,282
32,078,520

143,685,269,318
21,460,118

3,572,109,234
18,208,237

44,289,645,911

- 10% range, with the

-HFCS) and the

External
source
21,395,761

418,159,271,000
5,775,302

102,687,553,000
15,235,119

228,200,054,000
30,987,194

149,442,986,000

39,989,000,000
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Self -employment Payers 4,944,629 7,029,509
SICs (S) Yearly

revenue 21,083,555,095 18,997,438,484 17,602,954,000
Social pension (S) Recipients 2,948,880 995,068

Yearly

amount 5,776,269,116 3,316,222,512 3,970,000,000
Property tax on Payers 5,929,145 7,589,553
other buildings (S) Yearly

revenue 5,751,284,331 5,227,472,818

Note: (S): simulated; (R): reported
Source: own calculations based on EM-HFCS and EM -SILC, External: EUROMOD country report

The next step is to take a look at the summary statistics of the income variables. We
start with  the overall income variables , for which't he results are shown in Table 33. A
comparison of the mean values indicates a lower level of original income and pensions

in EM-HFCS than in EM -SILC of around 7% and of disposable income of around 10%.

The difference in the benefits is mainly due to the fact that unemployment benefit and
family allowances are recorded together with employment income in EM -HFCS. Taxes
and social insurance contributions match quite well. Negative original income values

are mainly due to the fact that maintenance payments are higher than income.

Table 33 : Comparison of overall EUROMOD income concepts of EM -HFCS vs
EM-SILC, Italy
Variable Mean Std.Dev. Min. Max.
Original income EM-HFCS 19,980.5 16,119.7 -321.4 566 ,4
EM-SILC 21,286.0 19,352.1 -6,204.5 801,914.2
Benefits EM-HFCS 208.5 742.2 0 13,252.1
EM-SILC 882.6 2,745.1 0 71,234.3
Taxable income EM-HFCS 17,856.9 13,116.2 -85.3 380,553.5
EM-SILC 19,208.0 16,836.5 -1,129.1 643 ,983.4
Taxes EM-HFCS 3,386.8 4,170.2 0 127 ,653.4
EM-SILC 3,674.0 5,682.8 0 265,787.2
Social insurance EM-HFCS 1,533.2 1,822.2 0 71,948.9
contributions
EM-SILC 1,588.7 1,885.7 0 77 .,839.4
Disposable EM-HFCS 15,269.1 10,666.6 -398.9 366 ,841.7
income
EM-SILC 16,905.9 12 ,543.2 -6,313.1 516 ,599.6

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC
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Next, Table 34 presents summary statistics on the underlying components of the
income & pension concept: several income types and pensions less maintenance
payments . The mean value of investment income, private transfers and maintenance

paid appear to be higher in EM-SILC than in EM -HFCS, while private pensions are
higher in EM -HFCS. Old age and survivor pension present different mean values which

are due to different reporting in the underlying surveys.

In the case of Italy, it does not make much sense to look at the components of other
income concepts as the aggregate values have been already compared above and, due

to classification issues in the underlying survey, the single components are not
comparable.

November 2017 93



Table 34 : Comparison of detailed EUROMOD income concepts of EM

-HFCSvs EM -SILC, Italy

Variable / subcomponent Mean Std.Dev. Min Max
Origipal _ & Employment income EM-HFCS 10,287.2 11,398.0 0 120,254 .0
pension income
EM-SILC 10,532.6 13,193.0 0 379 ,897.6
+  Income from self - -employment EM-HFCS  2,676.3 8,198.5 0 358,108.1
EM-SILC 2,600.9 9,191.7 0 595,431.5
+ Investmentincome EM-HFCS  208.4 1,138.0 0 54,520.1
EM-SILC 369.9 867.9 0 25,444.6
+  Property income EM-HFCS 3159 3,088.6 0 307,800 .0
EM-SILC 374.6 2,205.5 0 96,993.9
+ Private transfers received EM-HECS 615 594.0 0 22 481.4
EM-SILC 182. 7 1,360.4 0 60,066 .0
+ Maintenance payments paid EM-HFCS 3.3 160.9 0 11,500.0
EM-SILC 99.1 678.9 0 14 ,636.9
+ Private pension EM-HFCS 103.8 1,470.6 0 42,037.0
EM-SILC 13.7 403.0 0 55,299.2
+ Old age pension EM-HFCS 4,629. 6 8,037.5 0 98,914 .0
EM-SILC 3,957.7 7,905.9 0 129,335.3
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Survivor pensions EM-HFCS 326.0 2,376.8 0 72,000.0
EM-SILC 714.1 2,702.8 0 183,732.1
Notes: All income variables are converted into yearly incomes, summed at the household level and equivalised according to the OECD -modified scale. The presented
values are the weighted values. (*) total reported benefits in HFCS less simulated benefits in EUROMOD, negatives set to zero
Source: own calculations based on EM -HFCS and EM -SILC
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Although the analysis of the summary statistics indicates a reasonably comparison
between EM -HCFS and EM -SILC, we should also look at the full distribution of the
main income concepts.  Table 35 provides a first indication of  the d egree of inequality
which is very similar for the distributions of disposable incomes while original income

is more unequally distributed in EM -SILC.
Table 35: Inequality statistics - original and disposable income EM -HFCS v s.
EM-SILC, ltaly
EM-HFCS EM-SILC
Original income & pensions

- Median 16,853 17,632

- Mean 19,981 21,286

- cin 0.37 0.39

Disposable income

- Median

13,235 14,899
- Mean 15,269 16,906
- Gini 0.33 0.33

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC.

In Figure 22 , mean values by deciles of original & pension income for EM-HFCS and
EM-SILC are depicted, the solid line shows their ratio . In the first decile group, EM -
HFCS shows a higher mean while the opposite is observed in all other decile groups,

with re lative smaller differences. Similar observations can be made for disposable
income in Figure 23 .
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Figure 21 : Mean original & pension income by deciles EM -HFCSvs. EM -SILC,
Italy
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC

Total

Figure 22: Meand isposable income by deciles EM-HFCSvs.EM -SILC, Italy
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

Source: own calculations based on EM -HFCS and EM -SILC

As a final step in our analysis, we also consider the mean value of other major
concepts along the disposable income deciles . First, social benefits and pensions (see
Figure 24) show a similar increasing trend for both EM -HFCS and EM -SILC up to the
mid of the distribution. From the fifth decile group EM -HFCS reports lower average

values than EM -SILC.
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Figure 23 : Social benefits by disposable income deciles EM -HFCS vs. EM -SILC,
Italy
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

Figure 25 shows the mean of taxes by disposa ble income deciles. The two curves
almost entirely coincide. Only in the tenth decile we see the mean value in EM -SILC is
slightly larger

Figure 24 : Taxes by disposable income deci les EM -HFCS vs. EM -SILC, Italy
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Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

Finally, the mean values of social insurance contributions by disposable income decile
groups basically coincide along the whole income distribution (see Figure 26).
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Figure 25 : Social insurance contributions by disposable income deciles EM -
HFCSvs. EM -SILC, Italy
10000
9000
8000
7000
6000
5000
4000
3000
2000
1000
0

Mean value

1 2 3 4 5 6 7 8 9 10
Income decile (*)

=®=EM-HFCS ==#=—=EM-SILC

Notes: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) Deciles are based on disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

2.6.6 Spain
Table 36 presents the  socio -demographic variables of the Spanish EM -HFCS and EM -
SILC. Overall, the similarity is good . When differences occur, they are often due to

different categorizations.

Table 36 : Comparison of socio - demographic variables EM -HFCS vs. EM -SILC,
Spain

16-29 17.7 18.0 15.8
5 30-44 25.7 25.9 25.3
45-64 24.7 24.3 25.6

64 16.6 16.4 173
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o Male 50.5 50.6 49.4
e
c
3 Female 49.5 49.4 50.6
Pre-primary education 11.4 16.0 21.7
Primary education 29.2 25.9 15.3
£ Lower secondary education 18.6 19.7 23.9
c
% (Upper) secondary education 17.1 16.6
o
= . 19.5
wm Post-secondary non -tertiary
. 0.9 0.0
education
Tertiary education 21.2 20.5 21.5
Pre-school 55 5.9 6.4
Farmer 0.0 0.0 N.A.
Employer or self -employed 6.6 7.1 6.1
Employee 355 37.2 31.0
% Pensioner 12.1 12.7 19.4
)
g Unemployed 8.9 5.8 15.8
o
S Student 15.9 15.4 13.8
w
Inactive 0.9 3.7
Sick or disabled 2.0 2.0 7.3
Other 12.6 10.2
Family worker 55 0.0 0.4
Single (Never married) 42.7 42.5 435
4 Married 46.4 48.1 455
IS
o Separated N.A. 15 N.A.
[
g Divorced 3.7 1.7 4.7
Widowed 7.1 6.2 6.3
L Outright owner 30.6 34.0
22 79.0
7 Owner paying mortgage 52.3 49.3
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Tenant or subtenant paying 8.1
rent at prevailing or market
rate
115
Accommodation is rented at a 2.7
reduced rate (below market
price)

Accommodation is provided 5.5 5.9
free
Note: (*) Education and economic status of individuals aged below 15 imputed based on age;

education achieved in external data unknown for 0.9%
Source: own calculations based on EM-HFCS and EM -SILC. External:

13.7

7.3

(**) Highest

CENSUS 2011 (Eurostat, 2016)

In Table 37, the number of taxpayers/benefit recipients and tax revenue/benefit
expenditures are shown. There are some differences, but they are rather acceptable.

Table 37 : Comparison of number of taxpayers/benefit recipients and
revenue/benefit expenditures EM -HFCS vs. EM -SILC, Spain

tax

External

Tax Component EM-HFCS EM-SILC
Income tax (S) Payers 14,414,846 16,387,789
Yearly revenue 34,700 51,910
millions millions
Tax on savings Payers 9,390,133 9,350,168
income (S)
Yearly revenue 1,970 762 millions
millions
Employee social Payers 18,482,263 19,495,562
contribution  (S)
Yearly revenue 19,700 21,750
millions millions
Employer social Payers 18,482,263 19,168,833
contribution  (S)
Yearly revenue 92,900 101,700
millions millions
Self -employed Payers 3,136,780 2,758,826
social
contribution (S)  Yearly revenue 8,190 7,239
millions millions
Contributory Recipients 28,257 515,389
widow pension
complement (S) Yearly 133 1,469
expenditure millions millions

source
19,832,119

79,755 millions

20,322 millions

92,958 millions

14,310 millions
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Personal tax  Recipients 690,712 942,876 N.A.
allowance (S)
Yearly 811 1,133 N.A.
expenditure millions millions

Note: (S): simulated

Source: Own calculations based on EM -HFCS and EM -SILC; External: EUROMOD country report & BADESPE,
Base de datos del Sector Publico Espafiol, Instituto de Estudios Fiscales. Ministerio de Economia y Hacienda.
Ministerio de Economia y Hacienda. Direccién General de Tributos. Recaudacion y Estadistica del Sistema
Fiscal Espafiol.

Table 38 presents the summary statistics of all main income variables. It is clear that

the mean values in EM -HFCS and EM -SILC for original and pension income are
reassuring, while the minimum and maxi mum values correspond less between the two
datasets. Notice the extremely negative minimum value in EM -HFCS, which is the
consequence of a very high amount of maintenance payments. All values for social

benefits have sufficient correspondence. The same can be said for the taxes (except
for the maximum value), taxable income and the social insurance contributions. The

mean values of disposable income are fairly similar, while the other values differ
considerably between EM -HFCS and EM -SILC. The negative mini  mum values can be

explained by the already negative original (& pension) incomes.
Table 38 : Comparison of overall EUROMOD income concepts EM -HFCSvs. EM -
SILC, Spain
Variable Mean Std.Dev. Min. Max.
Original & EM-HFCS 16,877.0 23,380.9 -355,425 6,091,582
pension income
EM-SILC 16,416.3 11,246.5 -5,880 124,796.7
Benefits EM-HFCS 643.6 1,848.3 0 45,670.0
EM-SILC 700.9 1,659.3 0 56,933.5
Taxable income EM-HFCS 15,399.7 17,636.5 -1,116.7 1,809,159.6
EM-SILC 16,031.9 10,601.1 -1,548.6 125,667.7
Taxes EM-HFCS 1,218.6 3,953.9 0 376,770.8
EM-SILC 1,773.8 2,844.0 0 40,815.9
Social insurance EM-HFCS 954.7 783.8 0 6,592.2
contributions
EM-SILC 1,003.1 787.0 0 5,529.0
Disposable EM-HFCS 15,347.3 20,159.3 -362,262 6,017,521
income
EM-SILC 14,340.3 7,966.3 -6,939.2 79,726.3

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: own calculations based on EM -HFCS and EM -SILC
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We now continue to the more detailed analysis of the underlying components ( see
Table 39) . First, original and pension income consists of earnings, income and
pensions. All these elements have reassu ringly similar mean values in EM -HFCS and
EM-SILC. The standard deviations and the maximum values differ much more, where
the high amounts of EM -HFCS are again likely due to the oversampling . The
subcomponents of earnings , being employment income and self -empl oyment income,
have rather differ ent mean and maximum values in the two data sets. Income has
different components that appear to have dissimilar summary statistics. Only income

from property and main  tenance payments have acceptably similar mean values. The
other components have divergent values in EM -HFCS and EM -SILC. Only one of the
subcomponents of pensions has reassuring values, being the contributory old -age
pension. Other subcomponents are substantially less similar. As mentioned befor e, in
the Spanish EM -HFCS private pensions are covered under public pensions.

Second, social benefits is subdivided into two categories. The first category consists of

all social benefits with values in both EM -HFCS and EM -SILC. The second category has

only values in EM -S1 L C. I ndeed, the values for al |l the con
benefitsd should be found wunder t hedFGSalntheafisst e 60t her
category no worrying results are found. Moreover, the if we sum up the mean values

of al | EM-SILC variables in the second category, we get a similar value (664.9) as the

mean value in EM -HFCS.

Third, the category taxes consists of the simulated and the non -simulated taxes. The
mean value of the simulated taxes as well as its two main compone nts is fairly
comparable in EM -HFCS and EM -SILC, while the non -simulated property tax is not
presentin EM -HFCS.

Fourth, the category social insurance contribution is subcategorized into employment
social insurance contribution and self -employment social  insurance contribution. We
notice reassuring similarities in all values for these two components. The values of the
subcomponents are also encouraging.

Last, the mean value of disposable income is sufficiently comparable in EM -HFCS and

EM-SILC. The other values are less assuring. The negative minimum values can be

explained by two processes. On the one hand, t he
often exceed income, resulting in negative original (& pension) incomes, which in

some cases become even more negati ve in disposable income because taxes are taken

into account. On the other hand, the variable covering all other types of income has in

some cases a high, negative value and explains in around ten sample households the

negative income.
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Table 39 : Comparison of detailed EUROMOD income concepts EM

-HFCS vs. EM -SILC, Spain

Variable Mean Std.Dev. Min Max
Original & Earnings EM-HFCS  13,689.2 16,228.3 0 1,001,687
pension Income
EM-SILC 13,522.2 11,798.6 0 131,196.7
+  Employmentincome EM-HFCS  10,996.7 11,208.8 0 656,666.6
EM-SILC 12,103.1 11,468.1 0 111,196.7
+  Self-employment income EM-HFCS  2,692.5 13,167.9 0 1,001,687
EM-SILC 1,419.2 4,624.4 0 120,000
Otheri ncome EM-HFCS  14,826.3 23,665.3 -376,000 6,082,116
EM-SILC 13,914.9 12,009.0 -13,200 124,796.7
+  Investmentincome EM-HFCS 3556 4,844.2 0 1,695,646
EM-SILC 135.8 950.8 0 42,000
+  Income from property EM-HFCS  255.0 2,841.3 0 680,000
EM-SILC 246.4 1,802.8 0 84,960
+ Private transfers EM-HECS 0 0 0 0
EM-SILC 60.9 563.6 0 24,000
+  Otherincome EM-HFCS  568.4 14,022.9 -24,040.6 5,666,667
EM-SILC 10.3 191.7 0 18,666.7
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- Maintenance payments

EM-HFCS 131.9 905.9 400,000
EM-SILC 108.8 638.9 26,584.2
Pensions EM-HFCS 2,050.7 4,714.5 203,200
EM-SILC 2,497.6 4,868.7 66,264
+ Private pension EM-HECS 0 0 0
EM-SILC 48.1 769.3 41,154.5
+  Disability pension EM-HFCS  182.1 1,114.2 32,416.0
EM-SILC 286.0 1,435.8 32,000
+  Contributory old-age pension gy rcs 1.868.0 4,597.8 203,200
EM-SILC 1,820.5 4,323.5 66,264
+ Other old -age benefits EM-HECS 0 0 0
EM-SILC 32.6 616.9 31,200
+ Contributory widow pension EM-HECS 06 20.0 1,555.5
EM-SILC 3341 1,432.8 36,816
+ Other survivor pension EM-HECS 0 0 0
EM-SILC 24.5 306.4 12,894
Social benefits Personal tax allowance EM-HFCS 321 135.0 1,000
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EM-SILC 40.5 158.0 1,142.9
+ Contributory widow pension EM-HECS 38 1272 7.559.4
complement
EM-SILC 42.2 309.8 9,258.2
Residual benefits EM-HFCS 5735 1,814.4 45,700
*  Sickness benefit EM-SILC 89.9 778.7 33,133.4
+ Matemity benefit EM-SILC 26.7 294.2 14.596.1
+ Other child benefit EM-SILC 21.3 223.7 8,000
+ Unemployment assistance EM-SILC 51.9 345.7 6,3898
+ Contributory old -age pension EM-SILC 1375 503.2 4.503.2
complement
+  Non contributory old  -age EM-SILC 211 265.1 6.840.6
pension
+ Social assistance benefits EM-SILC 11.9 1941 11,134.6
+  Scholarships EM-SILC 32.3 317.4 12,000
+ Housing benefi EM-SILC 1.1 195.7 12,000
+  Unemployment insurance EM-SILC 216.0 853.2 12,301.7
+  Severance payment EM-SILC 45.2 886.8 50,146.6
Taxes Simulated taxes EM-HFCS 1,218.6 3,953.9 376,770.8
EM-SILC 1,773.5 2,841.4 40,816
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+ Income tax

EM-HFCS 1,154.6 3,664.8 265,638.7
EM-SILC 1,749.1 2,818.6 40,816
+  Income tax on savings EM-HFCS  64.0 5600.1 305,216.4
income
EM-SILC 24.4 171.2 7,560
Social Employee EM-HFCS 672.1 608.9 3,551.4
insurance
contribution EM-SILC 750.2 653.8 3,551.4
+ Employee pension social EM-HFCS  497.6 450.6 2,628.6
contribution
EM-SILC 548.4 484.8 2,628.6
+ Employee unemployment EM-HFCS 164.1 148.6 866.9
social contribution
EM-SILC 180.8 159.9 866.9
+ Other employee social EM-HFCS 10.4 9.7 56
contribution
EM-SILC 11.5 10.4 56
+  Unemployed social EM-HFCS 0 0 0
contribution paid by
unemployed EM-SILC 9.4 38.2 584.6
Self -employed EM-HFCS 282.5 673.9 4,298.2
EM-SILC 251.9 615.2 4,298.2
+ Self-employed pension social EM-HECS 2510 508.9 3.822.1
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contribution

EM-SILC 222.2 543.9 0 3,822.1
+ Self -_employed health social EM-HECS 011 20 0 48.1
contribution
EM-SILC 1.0 7.4 0 144.2
+  Self-employed disability EM-HFCS  31.4 74.8 0 475.9
social contribution
EM-SILC 28.7 69.9 0 475.9
Disposable EM-HFCS 15,347.3 20,159.3 -362,262 6,017,521
income
EM-SILC 14,340.3 7,966.3 -6,939.2 79,726.3

Note: All income variables are converted into yearly incomes, summed at the household level and equivalised

values are the weighted values.
Source: O wn calculations based on EM-HFCS and EM -SILC

according to the OECD

-modified scale. The presented
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In Table 40 we present some statistics expressing the degree of inequality of original

(& pension) and disposable income. The relative difference between the mean and
median is higher in EM -HFCS than in EM -SILC, which suggest a more unequal
distribution.  The considerable difference in Gini coefficients  confirms this fact . This is
arguably due to a data -inherentissue: EM -SILC is targeted at the lowest incomes and

EM-SILC is - due to the oversampling of the wealthiest households I targeted at the
top incomes.
Table 40 : Inequality statistics 1 original (& pension) and disposable income
EM-HFCS vs. EM -SILC, Spain

EM-HFCS EM-SILC

Original & pension  income

- Median 13,259 14,109

- Mean 16,877 16,416

- Gini 0.40 0.35
Disposable income

- Median 12,543 12,980

- Mean 15,347 14,340

- Cini 0.36 0.29

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: Own calculations based on EM  -HFCS and EM -SILC

We also d iscuss the decile distribution of some income concepts, starting with original

and disposable income . Figure 27 presents the course of original (& pension) income
in EM-HFCS and EM -SILC. The graph clearly shows the oversampling in EM -HFCS: the
mean value in the tenth decile in EM -HFCS exceeds the mean value in EM  -SILC.

Further, the decile distribution is quite equal in the two data sets. Similar conclusions
can be drown for the decile distribution of disposable income in Figure 28.
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Figure 26 : Mean values of original income by decile , Spain
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

Figure 27 : Mean values of disposable income by decile EM -HFCSvs. EM -SILC,
Spain
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.
Source: own calculations based on EM-HFCS and EM -SILC

In relation to the o ther income concepts  we first look at the mean value of social
benefits by disposable income de ciles. In Figure 2 9 the social benefits in EM  -HFCS and
EM-SILC appear to have a quite comparable course, although t he EM-HFCS line has a
more capricious shape . In the lowest income deciles EM -SILC presents relatively larger
values, which changes from decile six on wards .
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Figure 28 : Social benefits by disposable income deciles EM -HFCSvs. EM -SILC,
Spain
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) deciles are based in disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC

As a second concept, we take a look at the taxes ( see Figure 30 ). The two decile
distributions follow a similar course, with one difference being that EM -SILC increases
to higher mean values at the top deciles

Figure 29 : Taxes by disposable income deciles EM -HFCSvs. EM-SILC, Spain

9000
8000
7000
6000
5000
4000
3000
2000
1000
0

Mean value

1 2 3 4 5 6 7 8 9 10
Income decile (*)

=@=EM-HFCS ==#=—=EM-SILC

Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD -modified scale. The presented values are the weighted values.

(*) deciles are based in disposable income of the corresponding dataset

Source: own calculations based on EM -HFCS and EM -SILC

The social insurance contributions (Figure 31 ) distribution in EM  -HFCS and EM -SILC is
almost identical, which is very reassuring.
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Figure 30 : Social insurance contributions by disposable income deciles EM
HFCS vs. EM -SILC, Spain
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Note: All income variables are converted into yearly incomes, summed at the household level and
equivalised according to the OECD  -modified scale. The presented values are the weighted values.
(*) deciles are based in disposable income of the corresponding dataset

Source: own calculations based on EM-HFCS and EM -SILC
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3 Adding and refining wealth related policies in EUROMOD

3.1 Introduction

Table 41 shows a brief overview of the existing wealth taxes in Europe. Three
categories can be distinguished, being the gift and inheritance taxes, the taxes on real
estate and land possessions and transfer and taxes on the possession on net wealth.
Other information given cov ers the countries where the taxes are levied (with the six
countries from our analysis in bold), some general characteristics and basic features,

the contributions of the taxes to the total tax revenue and the proportion of GDP and

the development between 2009 and 2014.

The gift and inheritance taxes are found in all six countries, with exception from the

gi ft tax, which i snot |l evied in Belgium. Bel gi um ha
are levied on the fair market value and while the gift taxes ar e mostly flat, the

inheritance tax is a progressive tax. In most cases the taxes are general and levied on

transfer. The EU -28 average revenue reaches up to 0.25% of the total tax revenue

and 0.10% of GDP.

The real estate and land taxes consist of differ ent categories. Two out of four cover
the possession. The other two cover transfer. As far as the first category, the following

can be said. The real estate possession tax can be found in all countries, except for
Belgium. The latter applies a real estate possession provision. The tax rates of the
possession tax and provisions on real estate vary between 1 and 3%. The tax base is

a special tax value or the cadastral value. The share in the total tax revenue is
relatively high: it goes up to 2.59%. The taxes of the second category can also be
found in all six countries. More precisely, Germany, Spain, France and ltaly tax the
possession of real estate explicitly. Belgium and Italy include it in a provision. The tax

base is the fair market value and rates rang e from 1 to 8%. The tax is flat. For all
taxes under the group of real estate and land taxes numerous exemptions exist.

The last category is the tax on net wealth . A general net wealth tax only exists in

Spain and France. The tax payers are individuals who possess a large surplus of

weal th, with a tax free threshold of 0700,000 in Sp
taxes rate s are progressive, going up to 2.5% 0.27% of the total tax revenue in the

EU-28 is covered by this category of taxes. In Spain the net wealth tax was abolished

in 2008, but later again reintroduced. Finland also used to have a general net wealth

tax, but it was abolished in 2005. A tax on specific net wealth components exists in

Italy, where a  tax is levied on bank accounts and financial assets.

In short, in our six selected countries there exists a relatively wide range of different
types of wealth taxes such that we have a good mix of systems in our analysis.
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Table 41 : Overview of wealth taxes in Europe

9 Levied on the fair market

Inheritance BE, BG, Cz%, value of a net -inheritance
tax DK, DE, IE, or qift
EL, ES, FR, ‘ﬂTag ayer =
HR, IT, LT, xpayer =
heir/beneficiary
LU, HU, AL, 1 Inheritance tax:
PL, SI, FI, UK . '
progressive (most)
0 1 Gift taxes: flat (most)
Ll .
X 9 Close relatives are
E favoured
9 9 Special regime s for
= business asset transfers
i
I
=z
o3
'_
L
V]
o Inheritance CZ, PT
provision
Gift tax BG, DK, DE,
IE, EL, ES,
FR, HR, IT,
LU, HU, PL,
Sl, FI, UK

“ This average is calculated over the Member States which levy the specific tax.

T All general, except 9 CZ: abolished
France (specific) g/t:Lue' tax I&GT in 2014
9 All transfers, except ' fChanges in
DK (possession) 9 Average (EU - ES, UK, BG,
1 UK (both) 28) = 0.25% DE, NL
flAverage 4 =
0.39%

TES, IE, FI, NL,
UK raise more

TBE=1.37%

TFR=0.97%

Part of GDP:
9 Average (EU-

28) = 0.10%
9 Average =
0.16%
1BE =0.62%

T All general, except LU TFR = 0.42%
TAll transfer
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Gift provision BE, CZ, DK,
LV, LT, PT
Real estate BG. CZ DK, 9 Local gove_rnment 9 All member states tax Total tax
. 9 Taxpayer = owner real estate .
possession tax DE, EE, IE, _ . o revenue:
. EL ES FR i Tax base = special tax i Mo_stly combination of Average  (EU -
i CR, HR, IT. vqlue_or cadastral value taxing re_al estate 28) = 2.59%
) oY LV, LT 9 Differing rates possessions + real
= LU’ HU’ nL. TGenerally between 1% and estate transfer FR, UK, ES,
5 AT, PL’ PT 3% 1 Different tax bases DK, PT, PL >
z RO’ SL' SK’ 1 Rates depend on type of 4%
5 FI,SE UK Propery
F T 9 Numerous exemptions
0 GDP:
A Average (EU-
2 28) =0.89%
[a)
P
S
Q Real estate BE
j possession
|<_: provision
|_
0 9 Central government 9 Different tax bases
L
2 Real estate BG, €z, DE, i Taxpayer = buyer 9 Different tax rates
L transfer tax EL, ES, FR, | Tax base = fair market
ul =
o) ES I-(l:J I\I/I_¥ value (transaction value)
Z NL’ ATI PO’ 1 Flat tax rates ranging
= ' ' ! between 1% and 8%
< PT, FI, SE,
X UK 9 Rates depend on type of
= property
. 9 Numerous exemptions
N Real estate BE, DK, EE,
transfer IE, IT, RO,
provision SK
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General net - ES, FR 9 Applied to taxpayers with 9 All specific, except ES ST i Changes in
wealth tax a large surplus wealth and FR SLand IT
9 Large tax free threshold 9 All possession TFR =0.6% I New in ES
(u700, 000 [/ 4 1,q9Differenttax free TES =0.36% and IT
9 Business assets exempt thresholds 1 Average =
9 Progressive tax rates 0.68%
between 0% and 2.5% 7 Average (EU -
28) =0.27%
T
2
w GDP:
=
i TFR =0.22%
m 1ES = 0.08%
O _
z I Average =
% 0.22%
2 9 Average (EU -
§ 28) = 0.09%
g General net - NL
L
T wealth
w provision
O
5
E Specific net - BG, DK, EE, Specific wealth taxes:
|>;<< wealth tax (F.:,E,SLIT , MT, BG (vehicles), DK
_ ' (vehicles), EE (heavy
™ good  vehicles), CT
(motor vehicles,
vessels), IT (bank
accounts and financial
assets), HU  (motor
vehicles), PL (transport
vehicles), SL (water
vessels)

Note: figures on tax revenue refer to 2012
Source: own summary based on Ernst & Young (2014)
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3.2 Overview of  simulations of wealth related policies in six countries

Table 42 presents again an overview of the existing wealth policies in the 6 selected
countries, but now we have also adde d some other policies that use information on
wealth or income from wealth and for each country an additional column stating

whether the policies that exist were are already simulated in EUROMOD (S) , whether
we have refined the existing simulation (R), add ed a new policy (A) or could not
simulate it (N) . Overall, most taxes and policies that exists are either already correctly
simulated, are refined or added in EUROMOD. Policies that cannot be simulated

include the inheritance and gift tax in Italy and Finl and, also the real estate transfer
tax in Finland and the tax deduction for contributions to private pension funds in
Germany. This is due to the fact that information on these topics is either not present

in the HFCS for this country or is insufficiently detailed for the simulations in

EUROMOD. In the case of Spain the w ealth test for O6Compl ementary
contributory pensionsd ue t o housi ng r e mdrédareialso severél regiana . T
benefits which have a wealth test, but again due to the | ack of regional information in

HFCS this cannot be included.

The subsections below describe in detail for each of the six selected countries how the
wealth policies that can be simulated are implemented in EUROMOD. We first describe
how we have refined existing policies in EUROMOD, and next new policies that can be
added thanks to the additional information in the HFCS (new policies are always added
at the end of the policy spine). For each policy, we first provide a brief description, as
well as an overview of the assumptions and aspects that cannot be implemented ( due
to lack of data). The policies are always implemented based on tax laws applicable in
the relevant policy year, which is 2009 for Belgium, Finland, France and Germany,
2007 for Spain and 2010 for Italy. However, in view of future updating we also
indic ate policy changes that have taken place after this year and which are relevant
for the implementation in EUROMOD.

In many cases the simulations of the refined and new wealth policies require the
inclusion of new variables in the input database. An overvi ew of these new variables,
their EUROMOD acronyms and specific derivation based on the original HFCS variables

can be found in Table A7 in the annex. When general or country  -specific imputations
were necessary these are also discussed.

A first category o f variables refers to the aggregate assets variables which cover all

asset stock components observed in the HFCS. 0Amr 6
of the main residence at the time of the interview. In line with the current procedure

for property and  financial income, we share all asset variables equally between the

oldest household member and his/her partner. Exceptions are private pension savings

and life insurances which are, in contrast to other assets, surveyed at the individual

level in HFCS and are for the simulations in EUROMOD also typically used for each

separate individual. For Finland several types of assets are already in the original

HFCS data either missing or included in other categories.

Next, the French and Spanish net wealth taxes r equire information on net wealth
during the policy year, while HFCS reports it at the moment of interview. In order to
approximate net wealth at the time the tax would have been applicable we subtract
from net wealth observed at the time of interview all real estate, inheritances and
gifts purchased/received throughout the policy and survey year and financial income
as an estimation of the growth of financial assets throughout the relevant year. For
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the variable on the value of pre -existing net wealth need  ed for the simulation of the
inheritance and gift tax in Spain a similar procedure is applied.

The following category covers variables on the main residence and other real estate

property and their related mortgages. An important aspect to note here is the fact that
the year of purchase of other real estate property is approximated by the year of
mortgage. In order to be able to do this we have to assume that the first (second,

third) mortgage observed in the HFCS refers to the first (second, third) prop erty
reported and that all households need a mortgage to be able to purchase real estate.

In other words, those without a mortgage are assumed not be purchased in the policy

year and hence are not applicable for the simulated tax. Furthermore, the value of

other real estate at the time of purchase is approximated by their current value. Since

we consider only real estate purchased during the policy year we can assume that the
difference between those two values is not that large.

With regard to the variables on inheritances and gifts we have to first assume that the
amounts reported in the HFCS are gross. From the design of the survey it is not clear
whether net or gross amounts are reported by respondents, but because this type of
tax is typically levied a few months after the transfer is actually received it is argued
that respondents remember and report the gross amount. Moreover, the HFCS covers
all information on inheritances and gifts at the household level. This implies that the
data do not include transfers made between members of the same household, like for
instance between spouses. Also, if several members of the same household receive an
inheritance/gift from the same donor they are considered jointly. Since in practice
these should be taxed separately it is possible that we will overestimate the tax
burden in the EUROMOD simulations. For the practical creation of the input variables
the first inheritance/gift received in the policy year is assigned to the household head,
if more than one is received in the policy year these are assigned to other members of
the household.

Furthermore, we need information on cadastral values for the simulation of property

taxes in all countries, both for main residence and other real estat e property, and in
some cases even more detailed variables. As already mentioned several times before

this information is lacking in the HFCS data. In order to solve this issue we have
considered several strategies. Since cadastral values depend largely on the

characteristics of the real estate, we considered to apply a regression. Unfortunately,

the HFCS does not cover sufficient, or even no, information on building characteristics.

We also tried to find average cadastral values from other sources, but for most
countries this is either not available or is already strongly outdated. Furthermore, we

searched for total cadastral values per country in administrative sources to be able to

impute a ratio based on the total amount of market values in the HFCS. Thi s strategy
was also not satisfactory as these values in most countries also cover cadastral values

of business and government owned real estate, while we have those of private
households in the HFCS.  For an overview of the approaches that were eventually u sed
we refer to the supplement at the end of this report.
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Table 42 : Overview of existing wealth -related policies and their coverage in EUROMOD in the 6 selected countries,
reference period

Inheritance Y A Y N Y A Y A Y N Y A
tax /provision

Gift tax /provision Y A Y N Y A Y A Y N Y A

Real estate Y R Y A Y A Y A Y S/R Y A
tax /provision

Real estate transfer Y A Y N Y A Y A Y A Y A
tax /provision

General net wealth N N Y A N N Y A
tax /provision

Specific net wealth tax Y (%) A N N N Y A N

Taxation of income Y R Y R Y R Y S Y S Y R
from financial assets

Taxation of rental Y R Y S Y R Y S Y S Y R
income

Tax deduction for Y R Y S Y R Y R Y S Y R

mortgage repayment

Tax deduction for Y R Y S Y S Y N Y S Y R
contributions to
private pension funds
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Wealth test for social Y (**) S Y R N Y R (N) Y (* R(N)

benefItS (**7\-) (**)\-*) ***)
Notes: S=already simulated in EUROMOD and no refinements necessary, A=simulation added to EUROMOD, R=simulation refined, N=no t simulated
(*) Taxation of long  -term savings, (**) Income guarantee for the elderly, (***) Pensionerés housing all owance, (****) Unempl oyment ben
(nor mal & for elderly) and Education benefit, (*****roWeril bht areystpémsi drCompue meot hoysbegefent do
test of region al benefits cannot be simulated
Ernst & Young (2014) make a distinction between a tax and a provision in another non -wealth tax, such as the income tax. We do not make this distinction.

Source: Ernst & Young (2014)
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3.3 Wealth related policies in Belgium

3.3.1 Refinement of existing EUROMOD policies

3.3.1.1 Advance levy on movable property

Description:

The Belgian EUROMOD country report (p.59) describes that currently income from

assets cannot be distinguished by source, i.e.

dividends, interests on savings accounts, interests on bonds, etc.

there is no information on the share of
Therefore the

EUROMOD code implements an average tax rate on all income. In the HFCS data

income from assets is also covered under

a single variable, but we can impute

separate amounts based on the asset stock and national interest rates. This allows us

to tax the different inc

omes sources at their appropriate rate. We use 5 categories of

income types: interests on current accounts, interests on savings accounts, interests
on bonds, dividends on shares and other capital income. Moreover, we can include the

tax exemption of inter
taken into
person.

account . |

Variables that need to be added to EM

-HECS input database

ests received on savings accounts, which can currently not be

n income year 2009 thi

(same _naming as for

mefisto) :

Output variables added

A Oyi t cudel interests ni current accounts

A 6yitsab:i interests riesavings accounts

A 6ydvo: i diddemde

A 6yitbdo: i interests niebonds

A 6yi tocd:i interests nieother capital income

(same naming as for mefisto)

Aspects of policy that are not implemented:

A 6ti n@éu_®&mocometax i currentaccounts 1 simulated

A 6t i nsn_kidcomettax x i savings accounts 1 simulated

A 6tinbd _ 8 icomataxx i bonds i simulated

A 6ti ndv _Bihcometaxx i dividends i simulated

A 6t i noc _%idcomettax xi other capitalin come i simulated

A In some asset categories there are still
applicable rates

further, more detailed, differences in

Changes after 2009 (only those relevant for the implementation in EUROMOD):

A Indexationofexempt i on f or interests on savings
01830 in 2012, 01880 in 2013, 01900 in 2014,
the indexation: 01880

A Increase of tax rate on some asset types:

0 Income year 2012: increase to 21% + additional tax on high mov able
income at 4%
0 Income year 2013: increase to 25% + abolition of additional tax on high
movable income A all asset types are taxed at the general rate of 25%,
except interests from savings accounts
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EUROMOD code:

A Step 1: Define

28
28.1
28.1.1

28.1.3

28.1.4

28.1.5
28.1.6
282

28.2.2

28.3

28.3.2
28.3.3
28.3.4
28.4

28.4.3
28.5

28.6

28.6.3
28.7

28.7.1

28.7.3
A

28.1.2

2821 |

i |

28.3.1

2841
2842

285.1
2852
2853

2861
2862

2872

- @ tinas_be

- fx DefConst
$rate_sightacc

$rate_savingsacc

new (game naming adfdr mefistad b e 6
TAX: Advance levy on
movable property

Define constants

tax rate on interests from sight
accounts

tax rate on interests from
savings accounts

$exempt_savings exempt amount on interests
from savings accounts
$rate_bonds tax rate on interests from
bonds
$rate_dividends tax rate on dividends
$rate_other tax rate on remaining interests
- fx ArithOp Calculation for sight accounts
Formula
Output_Var
TAX_UNIT
Calculation for savi
~AEE accounts s
Formula
LowLim
Output_Var
TAX_UNIT
- Jx ArithOp Calculation for bonds
Formula
Output_Var
TAX_UNIT
- Jfx ArithOp Calculation for dividends
Formula
Output_Var
TAX_UNIT
- f& ArithOp h 9
Formula
QOutput_Var
TAX_UNIT
. Sum of all taxes on income
- # ArkthOp from movable property
Formula
Output_Var
TAX UNIT
Step 2: Current simulation under o6capital
switched off
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31.131 - J* ArithOp off Capital tax
31.131, Run_Cond {$tinas_active != 1}
31.131 formula yiy_s*0.15
31.131, output_var tinkt_s
31.131, TAX_UNIT tu_individual_be
3.3.1.2 Advance levy on immovable property
Description:

Currently the advance levy on immovable property is in EUROMOD only levied on the
main residence. With HFCS data we also have information on other real estate
properties, so that we can expand the policy to all real estate property. The condition

to receiv e the reduction for modest houses is then also more correctly implemented

because it requires that the sum of cadastral incomes of

not higher than the threshold. Moreover, we can add the additional reduction during
the first 5 years for houses that were newly build.

Variables that need to be added to EM -HECS input database:
A 6khoo: i houskng rfcddastral income for  all real estate)
A 6amryp6: i mairsresidence i year of purchase
A 6amr wad: iansisresidence i way of acquiring property

Assumptions:

A

The eligibility for the reduction for modest houses includes the sum of the
cadastral incomes of all real estate properties located in Belgium in case you

all real estate properties is

pay the advance levy in the Walloon or Brussels region and all re al estate

properties located in the Flemish region in case you pay the advance levy in
Flanders. In the HFCS we do not know the location of real estate property, we
assume that all of them live in the relevant area (i.e. Belgium or Flanders)

Aspects of policy that are not implemented:

A
A

Same as for advance levy on main residence (see EUROMOD Country report)
Additional reduction for newly build houses can only be implemented for houses
that the owners build themselves, not for those they purchased in new
condition.

Changes after 2009 (only those relevant for the implementation in EUROMOD):

A

Walloon region: from 2010 onwards the eligibility for reduction for modest
houses includes the sum of cadastral incomes from all real estate located in
Belgium and abroad which makes our assumption stronger.

EUROMOD code :

A
A

replace O60khooo6é with O6khobd

Reduction for main residence: previously immediately calculated based on
output variabele, output variable now includes all real estate, so we need a
separate implementation (2.13 -1.18).

Additional reduction for newly build houses added for those that have build
there house themselves (1.20 1 1.21).
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1.1.6
112
121
122
1123
113
13.1
132

1.4

141
14.2
143
144
145

14.6

_ 1.4.7
1.4.8
149
1.4.10
1.4.11
1.4.12
1.4.13
1.4.14
1.4.15

14,16
1.4.17
1.4.18
1.4.19

11.4.20
1.4.21
1.4.22

_ 1.4.23
1.4.24
1.4.25

- @ tprhm_be

- f DefConst
Ssurtax_wallonia

fsurtax_brussels
Ssurtax_flanders

$rate_wallonia
Srate_brussels

$rate_flanders
- fx ArithOp
formula
output_var
TAX_UNIT
- fx Elig
elig_cond
TAX_UNIT

- f= BenCalc

who_must_be_elig

base
comp_cond
comp_perTU
comp_cond

comp_perTU

comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
lowlim
output_add_var
TAX_UNIT

W W 060~ st b bW e R

[
(=1 =]

on

4180
3358
1673

1.25
1.25

2.5

0

tprhm_s
tu_individual_be
{drgn1=2} & {kho>0}
tu_family_be

on

one
kho*$rate_flanders/100
{nDepChildrenInTu=<2}
4bhase
{nDepChildrenInTu=2}
$base - 6.9#y

{nDepChildrenInTu=3}
$base - 10.93#y
{nDepChildrenInTu=4}
$base - 15.31#y
{nDepChildrenInTu=5}
$base - 20.07#y
{nDepChildrenInTu=6}
$base - 25.17#y
{nDepChildreninTu=7}
$base - 30.66#y
{nDepChildrenInTu=8}
$base - 36.53#y
{nDepChildrenInTu=9}
$base - 42.75#y

{nDepChildrenInTu>=10}

$base - 49.38#y
0

tprhim_s
tu_family_be

TAX: Advance levy on
immovable property

Regional rates and surtaxes

Source: Christian Valenduc Todo:
2013

Source: Christian Valenduc Todo:
2013

Source: Christian Valenduc Todo:
2013

(Example:
http://belastingen.vlaanderen.be/nla
pps/data/docattachments/Algemeen
VoorbeeldBerekeningOV_AJ2013.pdf)

Initialisation of variable
1.032753842
1.017677537
1.026977315

"Flanders, without surtax and with
reduction for dependent children”

(http://belastingen.vlaanderen.be/nl
apps/docs/default.asp?id=170)
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15
151
1.5.2

1.6

16.1
11.6.2
[1.6.3

1.6.4

1.7

174
1.7.2
1.8

'1.8.1

1.8.2

|1.8.3
184
185

186

187
188
1.8.9

19
1.9.1

1.5.2
[1.10
11101

1.10.2

1.10.3

11.10.4
1.10.5
1.10.6

11.10.7

1111
1112
1.11.3
1.11.4
1.115
11116
1.11.7
1.11.8
11119

- f= Elig
elig_cond
TAX_UNIT

- f ArithOp

who_must_be_elig
formula
output_add_var
TAX_UNIT

- f= Elig

elig_cond
TAX_UNIT

- f* BenCalc
who_must_be_elig

base

comp_cond
comp_perTU
comp_cond

comp_perTU

lowlim
output_add_var
TAX_UNIT

- = Elig
elig_cond
TAX_UNIT

- fr ArithOp
who_must_be_elig

formula

# amount

# level

lowlim
output_add_var
TAX_UNIT

- fr BenCalc

Who_Must_Be_Elig
Base

Comp_Cond
Comp_perTU
Comp_Cond
Comp_perTU
LowLim
Output_Add_Var
TAX_UNIT

[ S I S

[ S R

on

{drgn1=2} & {kho>0}

tu_family_be

- Surtax for provinces and
municipalities

one

tprhm_s*$surtax_flanders/100

tprhm_s

tu_family_be
Caleulation for Brussels-Capital
Region

an (http://www.woneninbrussel,be/bela

stingen/onroerende_voorheffing.asp)

{drgni=1} & {kho>0}
tu_family_be

one

(kho*$rate_brussels/100)*(1+$
surtax_brussels/100)

{nDepChildrenInTU<=2}
thase
{nDepChildrenInTU>2}

$base*(1-0.1*nDepChildrenIn
Tu)

0
tprhm_s
tu_family_be

an Calculation for Wallonia
{drgn1=3} & {kho>0}

tu_family_be

one
(kho*$rate_wallonia/100)*(1+4$
surtax_wallonia/100)-amount#

reduction for each dependent
125#y herson pe
tu_family_be

0

tprhm_s

tu_family_be

. Calculation for Walloon Region for
' 2001
n/a

n/a

nfa

nfa

nfa

nfa

n/a

nfa

nfa
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112
1121

1122
1123

1.13

1.13.1
1.13.2
1.13.3
1.134
1.13.5
1.13.6
1.13.7
1.13.8
1.13.9
1.13.1C
1.13.11
1.13.12
1.13.12
1.13.14
1.13.1f
1.13.1€
1.13.17
1.13.1¢
1.13.1¢

1.13.2C
1.13.21

1.13.22
1.13.22
1.13.24
1.13.2¢
1.14
1.14.1
1.14.2
1143
1.14.4
1.15

1.15.1

1.15.2
1.153
1.16

1.16.1

1.16.2

1163
1.16.4
1.16.5

1.16.6

- 5 Elig

elig_cond

# _amount
TAX_UNIT

- & BenCalc

who_must_be_elig
base
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
comp_cond
comp_perTU
lowlim
output_add_var
TAX_UNIT

- % ArithOp

who_must_be_elig
formula
output_add_var
TAX_UNIT

- % Elig

elig_cond

#_amount

TAX_UNIT

- % BenCalc

who_must_be_elig
base

comp_cond

comp_perTU
comp_cond

comp_perTU

= - BB B R R R T T, N R VR R R

NN =

Reductions for main residence
Condition of modest house: we need
non-indexed KI

Calculation original tax on main
residence
Flanders
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1.16.7
1.16.8
1.16.9
1.17

1.17.1

1.17.2
1.17.3
1.18

1.18.1

1.18.2

1.18.3

1.18.4
1.18.5
1.18.6
1.18.7
1.19

1181
1.19.2
1.19.3
1.194
1.19.5

1.20

1.20.1

1.20.2
1.20.3
1.21

1.21.1
1.21.2
1.21.3
1.214
1.21.5

1.22

1.22.1
1.222
1223
1.224
1.22.5

lowlim
output_add_var
TAX_UNIT

- & Elig

elig_cond

# amount

TAX_UNIT

- f ArithOp
who_must_be_elig

formula

# amount

# level
lowlim
output_add_var
TAX_UNIT

- fx ArithOp
who_must_be_elig
formula
# amount
output_add_var
TAX_UNIT

- # Elig

Elig_Cond

#_Amount
TAX_UNIT

- f= ArithOp
Who_Must_Be_Elig
Formula
#_Amount
Output_Add_Var
TAX_UNIT

- fx Allocate

share
share_between
#_level
output_var
TAX_UNIT

one

-0.25
tprhm_s

tu_family_be

|§rI

tu_individual_be

tprhm_s
tu_family_be

Wallonnia

reduction for each dependent
persen

Basic reduction

Additional reduction for newly build

houses during first 5 years

Share advance levy between
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A Add new variables containing cadastral values to uprate policy

khooo "Belgian cadastral income; will be uprated
1.10.24 1.5461 in tprhm_be, need nen-uprated value in
pelicy [SRC: Fiscaal memento]”
1.10.2F kho 20 1.5461
1.10.2¢ khoO1 21 1.5461
1.10.27 khotx 22 1.5461
1.10.2¢ khont 23 1.5461

3.3.1.3 Taxation of income from immovable property

Description:

Real estate properties are besides the advance levy on immovable property also

subject to taxation in the personal income tax. Since assessment year 2005 (income

year 2004) the main residence is in principle exempted. The taxation of the main
residence before 2005 is already implemented in EUROMOD, but the taxation of other

real estate properties can be improved based on the HFCS input database. The tax

base is cadastral income for properties that are rented to a priva te person or not
rented, while the tax base is rental income if it is rented for professional purposes and

when the real estate is located abroad. In EUROMOD currently rental income is part of

taxable income because there is no information available on oth er real estate
property. This implies that those properties that are not rented are currently not

taxed, while properties that are rented to private persons are taxed on the wrong base

(rental income instead of cadastral income).

Variables thatneedtob e added to EM -HFCS input database:

A O0yprtx©6: T ipropertymie taxable (rental income from professionally rented
real estate)

A 6yprnt 6: 1 ipropertymé not taxable (rental income from privately rented
and notrented real estate)

A 6khot x6: 1 ihousidgiintakable (cadastral income for privately rented and
not rented real estate)

A 6khont &: 7ihousidgi in dot taxable (cadastral income for professionally

rented real estate)

Output variable added:
A 6yhoor _s 6:i housingoinother residence 1 simulated

Assumptions:
A We do not know whether real estate is located in Belgium or abroad, we

assume all to be located in Belgium so that the tax base is only determined
based on purpose of rent (private vs professional).

A In the HFCS we can distinguish be tween buildings which are rented or for own
use. The division between rented for private versus professional purposes is
imputed based on the type of real estate. The assumption is that:

0 Houses/flats, apartment buildings, building plots/estates and garages
are rented to private persons

o Industrial buildings/warehouses, shops, offices, hotels, farms and other
types are rented for professional purposes

0 Additional buildings for which we do not know their type are assumed to
be for private rent purposes.
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A The HFCS covers all rental income under 1 variable. In case multiple buildings
are rented for both private and professional purposes then we impute this
variable based on the relative values of the properties.

Aspects of policy that are not implemented:
A If real estate is rented and it is used partly for private reasons and partly for
professional reasons the tax base needs to be determined separately. We
cannot implement this.

Changes after 2009 (only those relevant for the implementation in EUROMOD):

EUROMOD code:
A Step 1: Distinguish between different tax bases

Housing: taxable income from other

3129 - f Elig real e e

31.29.1 Elig_Cond

31.29.2 TAX_UNIT

31.30 - Jx BenCalc

31.30.1 Who_Must_Be_Elig

31.30.2 Comp_Cond 1
Real estate that is not rented or rented

31.30.3 Comp_perTU 1 for private purposes taxed on cadastral
income increased with 40%

31.30.4 Comp_Cond 2
Real estate that is rented for

31.30.5 Comp_perTU 2 professional purposes taxed on rental
income decreased with 40% for costs
Deducted costs cannot be higher than
KI increased with 40%

31.30.7 Qutput_Var

31.30.8 TAX_UNIT
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A Step 2: Add o6yhoor _s6 to taxable income |
26 - ﬁ Defll on il_tassbley: net totzl tassble income
261 name il_taxabley
262 ts0ee 5 - employes SICs
253 tsCpe_s - pensionar S1Cs
264 tscdb s - SICs on disshility benefits
265 toczerd s + employes sic reduction {workbonus)
266 ils_sics= - sociz] insurance contribution seif-employed
257 tintace_s - deduction professionz| expenses
268 tintasp_s + income transfer betwesn spouses
268 tintaks_s + Transfer of losses betwesn spouses
2610 byr + Earby retirement pension
2611 pdi + Parmanent diszbility benefits
2617 phi + Sickness relsted Bansfits
2613 poa + 2 Age Pension
2514 == + SUrviver pEnsions
2615 baan + Unemployment banefits
2616 bun_s + Unemployment benefits
2617 bma + Matermity leave
2618 bfapl + Parentz] leave
2619 yem + employment income
2620 xmip -E Maintenance paymants peid
2621 ¥pt +0.8 private transfers received
2571 Vpr nla rentzl income I
57 VPP nla Private pension
2624 Ve + income from selff-employment
26325 yhome_s + cadastral income before 2005
26326 tintshm_s - tax zllowance for imputed rent (cadastral income)
2577 tintamimg_s - tax 2llowance for interest 2nd capitzl peyments (cannot be disczrned)
2523 tintami_s - a3 ¢ income tax : tax 2llowance | mongage interest | simulzted
2629 tintamill_s - Additionzl deduction for remaining interest payments
263 xochd s - expenditure : child care : food ¢ simwlated
2631 pdi_s iz MOTYFF: parmanent diszbility benefits {simulated)
2632 phl_s nlz MOTYFF: sicknass relsted benefits (simulstad)
2633 ¥ig_s iz MOTYFF: inkomensgarantie vitkering (simulated)
2634 ¥iy_s na
2535 tint=pn_s - tax allowiance for long term saving
I 2535 wheoor_s + rentzliczczstrz| income other real estate properties I

3.3.1.4 Tax deductions for mortgage repayment

Description:
The Belgian country report lists a number of aspects of the tax deduction for mortgage

repayment in the personal income tax that cannot be implemented in EUROMOD with
the EU -SILC data (p.54). With the HFCS as input database we can add some of these
aspects to the EUROMOD code.
A Dwelling bonus and additional interest deduction: A condition for receiving the
tax deduction is that the mortgage should have a minimum duration of 10
years. Currently the assumption is that this is fulfilled. With the HFCS data we
can assess whether this condition is indeed satisfied.
A Dwelling bonus: Another condition is that in the year the mortgage is taken
out, you cannot own another real estate property in order to apply. After this
year it is allowed to become owner of other r eal estate property, but then you
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lose the additional deductions above the basic amount. With HFCS we can
check for this.

Moreover, we can add the tax deduction for other mortgages. Under the system of the

6nor mal interest deduct i on & moitgagee foe purchasm@ yoome nt s on
renovating a home can be deducted from income from immovable property. It can

apply to all mortgages (also those on other real estate properties), but can only be

used for loans for 1 real estate property. Hence, if this deduct ion is already used for

the main residence mortgage then you cannot apply again for mortgages on other real

estate property. Again, the condition is that the loan must have a duration of at least

10 years. The normal interest deduction cannot exceed incom e from all immovable

property (Fiscaal Memento, 2009,
http://www.triview.be/lexicon/lexicon_nl/wkp_fiscaliteit gewone _interestaftrek.hjm

Variables added to EM  -HFCS input database:

A 6amodl!| 6: i matgage $§ duration of loan

6aobypd: i ettesbeaidisgs 1 year of purchase

6aobmol v oi othesmilings 1 mortgage 1 loan value
6xhcobmomi 6: eixhpusingctost i other buildings T mortgage

payment T mortgage interest

> > > >

Assumptions:
A In the HFCS there is no information on the year of purchase of other buildings,

we assume the year of mortgage to be the same as the year of purchase (if it
does not reflect the year of refinan cing of the loan). We assume that most
households will have a mortgage because most will need it to be able to
finance the purchase of a new building and because of the significant fiscal
advantages. When there is no mortgage it will likely be in their pos session
already for a longer time. In other words, for those households in the HFCS
that own other buildings without a mortgage, we assume them to be purchased
before the policy year 2009 and hence they are not eligible for additional
deductions.

A There was a major reform in 2005. In principle we should assess the
appropriate deduction for each mortgage separately (Belgian HFCS data covers
2 for main residence and 2 for other property). However, this makes the
implementation in EUROMOD a lot more complicated . We take as year of loan
and duration of loan the oldest one.

Changes after 2009 (only those relevant for the implementation in EUROMOD):
A Flemish region: large reform for mortgages taken from 1/1/2015 onwards
A Flemish region: from 2016 onwards an integrat ed tax deduction also for real
estate properties other than the main residence

EUROMOD code: changes to policy oO6tin_bebd:

A Normal interest deduction: base from which deductions are made changed
from 6khoood6 to 6(yhomr_s + yhoor _s) o

A Normal interest deducti  on added for mortgages on other real estate properties

A Dwelling bonus and additional interest deduction: additional criterion of loan
duration added to relevant eligibility functions

A Dwelling bonus: additional criterion of ownership other real estate prope rty
added to relevant eligibility functions
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RS

1.31.2
1.32
1.32.1

1.32.2

1.32.3
1.32.4
1.32.5
1:33

1.33.1
1.33.2
1.33.3
1.33.4
1.33.5
1.34

1.34.1

1.34.2

1343
1.34.4
1.345
1.34.6
1.34.7
1.35

1.35.1
1.35.2
1,353
1,354

- fx Elig

elig_cond

TAX_UNIT
- f= ArithOp
who_must_be_elig

formula

result_var
output_add var
TAX_UNIT

- fx ArithOp
who_must_be_elig
formula
LowLim
output_var
TAX_UNIT

- fx Allocate
share

share_between

#_level
#_level
share_all_ifnoelig
output_var
TAX_UNIT

- f& ArithOp
formula
uplim
output_var
TAX_UNIT

on

{ddp_s!=1} &
{amoyl<$HO_Reform_Year} &
{amolv>0}

tu_individual_be
one

(yhomr_s + yhoor_s) <min>
xhcmomi

sin29 s

tintami_s

tu_individual_be

one
xhcmomi-(yhomr_s+yhoor_s)
0

sin26_s

tu_individual_be

sin26_s

{IsPartner#1} &
{xhcmomi#2<(yhomr s#2+yh
oor_s#2)}

tu_couple_be

tu_individual_be
no

sin27 s
tu_couple_be
tinkami_s + sin27 s
yhomr_s + yhoor_s
tintami_s
tu_individual_be

Housing: Deduction from
immovable property income for
interest payments for mortgages
concluded < 2005

tax exemption for interest
payments for mortgages
concluded < 2005

deduct mortgage interest
payments from cadastral income
--> HFCS: ALL IMMOVABLE
INCOME

temporarily store this value

HFCS: ALL IMMOVABLE INCOME

HFCS: ALL IMMOVABLE INCOME

HFCS: ALL IMMOVABLE INCOME
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1.36

1.36.1

1.36.2

1.36.3

1.36.4

1.36.5

1.37

1.37.1

1.37.2

1.38

1.38.1

1.38.2

1.38.3

1.38.4

1.39

1.39.1

1.39.2

1.39.3
1394

1395

1.40

1401

1.40.2

1403
1404
1405

1.40.6
1.40.7
141

1411
141.2
1413
1414

|

- % ArithOp

formula

# income
# income

output_var

TAX_UNIT

- % Elig

elig_cond

TAX_UNIT
- # ArithOp

who_must_be_elig

formula

output_add_var

TAX_UNIT
- f ArithOp

who_must_be_elig

farmula
LowLim
output_var
TAX_UNIT
- fe Allocate
share

share_between

#_level
# level

share_all_ifnoelig

output_var
TAX_UNIT
- # ArithOp
farmula
uplim
output_var
TAX_UNIT

sin26 s -
(GetPartnerIncome#1-GetPartn
erlncome#2)

tintami_s
sin29 s
sin28 s

tu_individual_be

Housing: The part of interest
payments that could not be
transferred to partner

Will be equal to sin26_s if nothing
was transferred

The part of interest payments that
could not be transferred to
partner

Housing: Deduction from
immovable property income for
interest payments for mortgages
oh other real estate property

if not yet receiving this type of
deduction for main residence

deduct mortgage interest
payments from immovable income
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1147
11.47.1

1.47.2

11.47.3
| 1.48

11.48.1
11482
1.48.3

11484
1.49
11.49.1

1.49.2

11.49.3
11494
11495
11.49.6
1.49.7
1.50

1.50.1
1.50.2

1.50.3
1.50.4

1.51

1.51.1
1.51.2
1.51°3

1.52

1.52.1

1.52.2
1.53

1.53.1
1.53.2
1.53.3
1.53.4

- J& ArithOp

formula

output_var

TAX_UNIT
- f& ArithOp

formula
lowlim
output_var

TAX_UNIT
- f= Allocate
share

share between

#_level
# level
share_all_ifnoelig
output_var
TAX_UNIT

- J& ArithOp
formula
uplim
output_var
TAX_UNIT

- fx ArithOp

formula
output_var
TAX_UNIT

- £ Elig

elig_cond

TAX_UNIT

- Jx ArithOp
who_must_be_elig
formula
output_add_var
TAX_UNIT

tintahm_s<min>((yhomr_s+yh
oor_s)-tintami_s)

tintahm_s tintahm limited such that taxable
income from immovable goods is
non negative

tu_individual_be

tintahm_s -

((yhomr_s+yhoor_s)-tintami_s)

0

sin24_s amount (equal to the negative

left) to be shared
tu_individual_be
sin24_s
{IsPartner#1} &

{((yhomr_s#2+yhoor_s#2)-tint
ami_s#2-tintahm_s#2) > 0}

tu_couple be
tu_individual_be
no

sin25_s
tu_couple_be

tintahm s + sin25 s
((yhomr_s+yhoor_s)-tintami_s)
tintahm_s

tu_individual_be

"Housing: Maximum reduction for
capital and interest payments for
morgages after 2005 (""housing
bonus/woonbonus™)"

on

$IT_HousBonus
sinl7 s
tu_individual_be

Housing: Higher maximum
reduction in the first 10 years

HFCS: additional condition: no
other real estate in policy year

on

{$poalicy_year - amoyl<10} &
{ddp_s!=1} & {amolv>0} &

({acbyp=0} |
{aobyp>$policy_year})
tu_individual_be

onhe
$IT_HousBonus10y
sinl7 s
tu_individual_be
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1.54

1.54.1

1.54.2
1.54.3
1.55

1.55.1
1.55.2
1.55.3
1.55.4

1.56

1.56.1

1.56.2
1.57

1.57.1
1.57.2
1.57.3
1.57.4
1°5:7.5

o

1.60

1.60.1

1.60.2
161

161.1
161.2

1.61.3

1614

1.62

1.62.1

1.62.2

- J Elig

elig_cond

# level
TAX_UNIT

- fx ArithOp
who_must_be_elig
formula
output_add_var
TAX_UNIT

- fx Elig

elig_cond

TAX_UNIT

- fx ArithOp
who_must_be_elig
formula
uplim
output_var
TAX_UNIT

- = Elig

elig_cond

TAX_UNIT

- £ ArithOp

who_must_be_elig
formula

output_add_var
TAX_UNIT

- = Elig

elig_cond

TAX_UNIT

on

{nDepChildrenInTu#1>=3} &
{$policy year - amoyl<10} &
{amolv>0} & {ddp_s!=1} &
({acbyp=0} |
{aobyp>$policy_year})
tu_family_be
tu_individual_be

one

$IT HousBonusDepCh3

sinl7 s

tu_individual_be

on

{amoyl>=$HO_Reform_Year}
& {amolv>0} & {ddp_s!=1} &
{amod|>=10} & ({aocbyp=0} |
{amoyl<acbyp})
tu_individual_be

one

xhecmomi+xhecmomc

sinl7 s

tintamimg_s

tu_individual_be

{amoyl>=1986} &
{amolv>0}&{ddp_s!'=1} &
{amod|>=10}

tu_individual_be

on

one
sin22_s
sinl?_s

tu_individual be

o

{amoyl>=1989} & {amolv>0}&

{ddp_s!'=1} & {amod|>=10}

tu_individual_be

Housing: Higher maximum
reduction in the first 10 years if
more than 3 dependent children

HFCS: additional condition: no
other real estate in policy year

Housing: Reduction for capital
and interest payments on
morgages after 2005

HFCS: additional conditions:
duration of mortgage at least 10
years + no other real estate in
year of mortgage

"Housing: For morgages after
1986, the amount taken into
account for interest payments is
raised for dependent children”

temporary variable for interest
payments

"Housing: Same for capital
payments, but only for morgages
after 1989"
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temporary variable for capital

payments

Housing:

Interest payments for

morgages (<2005): deduction of
what is left

{amoyl>=1986}&{amoyl<$HO_
Reform_Year}&{amolv>0}&
{ddp_s!=1} & {amodI>=10}

sin28_s*(amolv<min>sinl7_s)/

"The part

of interest payments

that could not be transferred to
partner, but only partly”

"Housing:

Only part of the amount

can be deducted, decreasing in

time"

{amoyl>=1986}&{amoyl<$HO_
Reform_Year}&{amolv>0}&
{ddp_s'=1} & {amodI>=10}

1.63 - Jx ArithOp on

1.63.1 who_must_be_elig ohe

1.63.2 formula sin22_s

1.63.3 output_add_var sin18_s

1.63.4 TAX_UNIT tu_individual_be

1.64 - # Elig on

1.64.1 elig_cond

1.64.2 TAX_UNIT tu_individual_be

1.65 - Jx ArithOp on

1.65.1 who_must_be_elig ohe

1.65.2 formula amolv

1.65.3 output_var sinl9 s

1.65.4 TAX_UNIT tu_individual_be

1.66 - # Elig on

1.66.1 elig_cond

1.66.2 TAX_UNIT tu_individual_be
3.3.1.5 Tax deduction for long term saving
Description:

Each taxable person can have a deduction from its income tax for long
We implement here the deduction for the contributions made to

life insurance plans.

For i ncom
fispeci al

e year
average

2009 t
rateo i

he

S

tax <c¢cred
comput ed

A by subtracting from the tax calculated according to the sc
to the zero -rate band granted to that spouse,
A by dividing the result obtained by the aggregated taxable income of that

spouse.

-term saving.
private pension and

it i s

ales the tax relating

That rate cannot be less than 30%, nor can it exceed 40% (Fiscaal Memento, 2009).

Variables added to EM

-HFECS input database:

A 6appapd:

Output variables added:

T privsate@énsion

A oxppdr
simulated

A 6tintappti moometax i taxallowance

_ S

0 : elixieate gendion (vatuntary) T

T age at time of purchase

I private pension

deductible rate 1

T simulated
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Assumptions:
A In Belgium life insurances can give right either to a tax deduction for the own
and only main residence or to a deduction for long -term saving, which provide
different advanta ges. Because the HFCS covers life insurances under the same
variable as private pension saving we assume that they apply for the deduction
for long -term saving.

A The input variable O6appapb6 needs to be i mputed
account divided by qua rterly contributions (assumption that these have not
changed over time) taking into account the quarter they were surveyed.

A Eligibility for the tax deduction requires that the private pension plan or life
insurance contract has a minimum duration of 10 yea rs. We assume that this
condition is fulfilled.

Aspects of policy that are not implemented:
A Deduction for contributions to occupational pension funds (no information on
amount of contributions in HFCS). This aspect is also not covered in the
implementatio n of the tax onlong -term saving (see below).
A Deduction for purchase of empl oyer6s shares (n«
deduction is not compatible with deduction for private pension saving so the
impact will probably be small.

Changes after 2009 (only t  hose relevant for the implementation in EUROMOD):
A From income year 2012 onwards the rate of the tax credit is fixed at 30%.
A Maxi mum amount that can be deducted increased to
2010, to 0880 in 2011, to 00910 in 2012 and U940

EUROMOD code:
A Add to income tax policy (tin_be) deduction for long -term saving

Deduction for contributions to private
1.102 - Jx Elig pension or life insurance plans:
eligibility
11021 ig Cond Copo0) & ppap<ss)
ri2z  TACUNIT tndvidoalbe
Deduction for contributions to private
1.103 - S ArithOp pension or life insurance plans:
calculation rate
11031 WhoMustBerdig  one
- Until 2011: special average rate
1.103.2 Formula _ between 30 & 40% , from 2012: 30%
L1032 Roundto ot
11034 Lowtm o
11038 Uplm w0
L1037 TACUNIT wndvdlbe
Deduction for contributions to private
1.104 - Jx ArithOp pension or life insurance plans:
calculation deduction
11041 WhoMstBeElg ol
1.104.2 Formula _ Maximum amount taken into account
L1042 Output Ver wopes
Lo TACUNIT wndvdelbe
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A Inclusion of deduction in calculation of income tax:
31.119 - f ArithOp on
31.119, formula (0_<max>(tir_1ts_s—tinl1:mg_s-tinprtahm_s—linta pp_s-tintatc_s-tinteri_s-tintcrg_s)
)-tintech_s-tintcly s
31.119, output_var tinna_s
31.119 TAX_UNIT tu_individual_be
A Ilnclusion of deduction in income st O6il _taxabl
25 - _ﬁ. Defll on il_taaabley: net totzl tzxable income
261 names il_tamabley
2632 tsces_s - employes SICs
263 tope 3 - pensioner S1Cs
254 teadb_s - SICs on disability benefits
283 tsoserd s + employes sic reduction (workbons)
265 ils_sics= - socizl insurance contribution sef-employed
267 tintace_s - deduction professions| expenses
258 tintasp_s + income transfer batwean spousas
258 tintzls_s + Transfer of losses betwesn spousss
2610 byr + Early retirement pension
2611 pdi + Permanent dissbility benefits
2612 phi + Sickness relsted Banefits
2813 poz + Old Age Pension
2514 == + Survivor pensions
2615 bun + Unemployment benefits
2615 bun_s + Unemploymeant banefits
2647 bma + Maternity leave
1518 bfapl + Parental leave
2618 yem + employment income
2620 wmp -E Maintenance payments paid
2621 Vet +0.8 private transfers received
2532 Wpr na rentzl income
2633 PP nla Private pension
2624 W2 + income from s=f-employment
2535 whome_s + cadastral income before 2005
2626 tintzhm_s - tax zllowance for imputed rent (cadastral income)
2837 tintamimg_s - tax allowance for interest and capitzl payments {cannot be discernad)
2638 tintami_s - tax 1 income tax  tax sllowance | mortgage interest ¢ simulzted
2629 tintamill_s - Additionz] deduction for remaining interest payments
2630 yocfd_s - expanditure ; child care : food @ simulsted
2631 pdi_s 'z MOTYFF: permanent diszbiling benefits (simulated)
2632 phl_s niz MOTYFF: sickness related benefits (simulated)
263 Wi_s nlz MOTYFF: inkomensgarantie uithering (simulatad)
2634 ¥iy_s na
2635 fint2pp_s - tax allowance for long term saving
2636 whoor_s + rentzl'cadastrzl income other resl estate properties
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3.3.2 New EUROMOD policies

3.3.2.1 Real estate transfer tax

Description:
The tax involves registration duties on the transfer of real estate properties. The tax

should be paid by the buyer. The tax base is equal to the price of the property (at
least the fair market value) plus burdens attached to the sale of the house. General
tax rates are 10% in the Flemish region and 12.5% in the Walloon and Brussels
Capital region. In the Flemish and Walloon region there are special rates for modest
houses (5 and 6% respectively). When it involves the purchase of the own and only
mainresid ence an abatement (foot exemption) can be rec

the Flemish region and 060,000 in the Brussels Capi
an additional abatement can be received if within 2 years after the purchase a

mortgage is taken out on the property. It is equal to 010, 0
applies and 020,000 if the reduced rate for modest

special rates for the division of real estate properties (Ernst & Young Report, 2014;
Fiscaal Memento, 2009).

Variables that need to be added to EM -HFECS input database:

A amrypo: T aairsresideice 1 year of purchase

mr pv 6 : T aairsresidence 1 purchase value

mr wa 6 : T angisresidence 1 way of acquiring property

obyp®hadbyp0206: othegbukdings 7T year of purcha$e d6aobp

obpv 0206 othes milings 1 purchase value

obwa®@h®bwaO?206:i other buddings 1 way of acquiring property

aobpv 00O : T atlses buildings 1 purchase value 1 main/basic (only
includes other buildings in full ownership that are intended for living)

A 6kho016: i thouskng nidO01 (cadastral income for buildings in partial
ownership or not intended for living)

> > >

N O"ON O Oy O O
Lo oD

>
o

Output variables added:
A 6t prtft bi_popertytaxa X transfer i tax base i simulated
A 6t prt f _isplopertytaxx i transfer i simulated

Assumptions:

A In order to be eligible for the abatement one of the requirements is that the
household needs to officially move in the house within a certain period of time
after the regist ration of the purchase. We assume this condition to be fulfilled.

A In the case when multiple parties by a real estate property together eligibility
for the abatement requires that all parties fulfil the necessary conditions. We
cannot check the conditions for other buying parties, so we assume them to
comply if the party of our focus complies.

A The preferable tax rate for modest houses requires that you have to move in to
the dwelling within 3 years and you have to live there during 3 years. We
assume that t his condition is fulfilled.

A With regard to other buildings than the main residence:

o0 In the HFCS data there is no information on the year of purchase, we
assume the year of mortgage to be the same as the year of purchase (if it
does not reflect the year of refinancing of the loan). In line with this we
also need to assume that the first (second) mortgage in the HFCS
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coincides with the first (second) property. We assume that most
households will have a mortgage because most will need it to be able to
finance the purchase of a new building and because the fiscal advantages

are considerable. When there is no mortgage it will likely be in their
possession already for a longer time and we assume that the mortgage is
already paid off. In other words, for those hou seholds in the HFCS that
own other buildings without a mortgage, we assume them to be
purchased before the policy year 2009, which implies that the policy does

not apply.

o0 There is no information on the purchase value of other properties.
Because we only ¢ onsider properties purchased recently before the survey
we assume that current value is the same as purchase value.

0o We do not know how other buildings were acquired. In case a
gift/inheritance which covers a dwelling is received in the policy year and
the main residence is not reported as inherited or received as gift and/or
not acquired in the policy year, then the other real estate acquired in the
policy year is assumed to be an inheritance/gift and not taxed in this
policy. In all other cases we assume t hat other real estate properties were
purchased on the market.

o For the variables that only require information on the buildings which are
intended for living, we base our assumption on property type. The
following property types are assumed to be intended for living only:
houses/flats, apartment buildings, and additional buildings for which we
do not know their type are also assumed to be intended for living.

A Possession of real estate is in the HFCS covered at the household level. We
assume that other real estate is purchased by household heads. If it would be
purchased by adult children of the household then they could apply for
exemptions and reduced rates.

Aspects of policy that are not implemented:
A Burdens attached to the sale of the house cannot be ta ken into account in the
tax base.
A Tax on the division of real estate properties (no information in the HFCS).
A Several exemptions and reduced rates:

O In some cases you can subtract registration d
property of the registration tax that you need to pay on the &édneyv
property (properties bought within 2 years of each other).

o For the purchase of a social property the rate is 1.5% in the Flemish and
Brussels Capital Region, 0% in the Walloon Region.

o Inthe Flemish Region you can receive a ta x exemption of 30 000 euro if
you buy a property that needs to be renovated.

o Inthe Walloon Region the tax rate is reduced to 10% (or 5% in case the
reduced rate for modest houses is applicable) if a social mortgage is
granted (no information in the HFCS).

o Inthe Brussels Capital Region the exemption for main residences can be
increased to 75 000 euro if it is located in a region of enlarged
development of housing or urban renewal.

A On new buildings most of the time a VAT rate is applicable instead of
regis tration duties (obliged if professional seller, otherwise choice by seller). In
the HFCS we do not know if real estate is old or new at time of acquisition.
Registration duties are applied to all real estate purchased and by own
construction (because trans  fer tax is due on the land they build on).
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Changes after 2009 (only those relevant for the implementation in EUROMOD):
A Walloon region: from 2010 onwards there is a maximum base that can be

taxed at the reduced rate for modest houses. The remainder of th e base is

taxed at the nor mal rate. In 2010 the maxi mum
areas of hi gh housing pressure, 200,000 in ar
0191,000 in other areas, in | ater years these ai
onwards these amountsar e changed to 0160, 000 in areas of
and 0150, 000 in other areas, in | ater years thes

EUROMOD code:

TAX: Property transfer tax
1 - O R (registration duties real
1.1 - f+ DefConst regional rates
111 $genrate_fland general tax rate Flanders
112 $genrate_wall_brus general tax rate Wallonnia and
- s Brussels
1.1.3 $modrate_fland rate for modest houses Flanders
1.1.4 $modrate_wall rate for modest houses Wallonnia
1.15 $policy_year
. CALCULATION FOR MAIN
12 iy = RESIDENCE
. excluding those received as
1.2.1 Elig_Cond inheritance/gift
122 TAX_UNIT
Maximum cadastral income to be
s - # BenCalc considered a modest house
1.3.1 Who_Must_Be_Elig
1.3.2 Base
1.3.3 Comp_Cond 1
134 Comp_perTU 1
1.35 Comp_Cond 2
1.3.6 Comp_perTU 2
1.3.7 Comp_Cond 3
1.3.8 Comp_perTU 3
139 Comp_Cond 4
1.3.10 Comp_perTU 4
1.3.11 Qutput Var
1.3.12 TAX_UNIT
14 - fx BenCalc Exemptions (‘abatements’)
1.4.1 Who_Must_Be_Elig
Brussels: general abatement if not
14.2 Comp_Cond L yet owner of other buildings
1.4.3 Comp_perTU 1
Flanders: general abatement if
144 Comp_Cond 2 not yet owner of other buildings
1.4.5 Comp_perTU 2
Flanders: additional abatement if
eligible for general abatement and
146 Comp_Cond 3 a mortgage is taken on the
property within 2 years
1.4.7 Comp_perTU 3 Abatement if taxed at general rate
141
148 Comp_Cond 4
Abatement if taxed at reduced
149 Comp_perTU 4 rate for modest houses
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1.4.10
14.11

1.5

151
152
153
1.54
1.5.5

1.6

16.1

162
1.7

1.7.1
1.7.2
173
174
1.7.5

176
1.7.7

i8

18.1
1.8.2
19

19.1
19.2
193
194

19.5

19.6
197

1.10

1.10.1

1102

1.10.3

1.10.4

1.10.5

1106

Qutput_Var
TAX_UNIT

- f ArithOp

Who_Must_Be_Elig
Formula

LowLim
Output_Var
TAX_UNIT

- 5 Elig

Elig_Cond

TAX_UNIT

- J= BenCalc
Who_Must_Be_Elig
Comp_Cond
Comp_perTU
Comp_Cond
Comp_perTU
Output_Var
TAX_UNIT

- f+ Elig
Elig_Cond
TAX_UNIT

- £ BenCalc
Who_Must_Be_Elig
Comp_Cond
Comp_perTU
Comp_Cond

Comp_perTU

Qutput_Add_Var
TAX_UNIT

- Jfx BenCalc

Comp_Cond

Comp_perTU

Comp_Cond

Comp_perTU

Comp_Cond

Comp_perTU

[oF I o T

LS S

Calculation of tax base main
residence: taking into account
exemptions

Cannat be negative

modest houses

Calculation at general tax rate (if
reduced rate is not applicable)

CALCULATION FOR OTHER
BUILDINGS

Building 1

Building 2

Calculation at reduced tax rate for
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1.10.7 Comp_Cond 4

1.10.8 Comp_perTU 4
1.10.9 Output_Add_Var
1.10.1C TAX_UNIT

3.3.2.2 Registration duties on the creation of a mortgage

Description:

If a mortgage is taken out on a real estate property located in Belgium, the mortgage
creation needs to be registered and is subject to a registration duty equal to 1% of the
amount that is guaranteed by the mortgage. In the Walloon region the duty is 0% if it

is a social mortgage (Fiscaal Memento, 2009).
Variables that need to be added to EM -HFCS input database:
A 6amrmoyil 6atmr moyl 0261 marsreselénse i mortgage i year of
loan
A 6amr molivialndr mo | v 0 2 6i: mam sesiderics i mortgage i loan value
A 6aobmoyilé0alod moy | 0 2 & :other buddingss i mortgage i year of loan

A 6aobmolive0alotb mo | v 0 2 & :other buddingss i mortgage i loan value
(Belgian HFCS covers detailed information on 2 different main residence mortgages
and 2 different mortgages on other buildings)

Output v_ariable added:
A 6t mg _ s 6 :moftgage i simulated

Assumptions:
A We translate amount that is guaranteed by mortgage by the initial amount
that is borrowed.

Aspects of policy that are not implemented:
A Exemption for social mortgage in Walloon region.

Changes after 2009 (only those relevant for the implementation in EUROMOD):

EUROMOD code:

t e B Comen e o mortaae
11 - DefConst L

14 Smotgage rate 0Oy

1.2 - Jfe BenCalc

1.2.1 Comp_Cond 1 Mortgages on main residence

122 Comp_perTU 1 amrmolvO1 * $mortgage rate

123 Comp_Cond 2 {amrmoyl02=spolicy year}

1.2.4 Comp_perTU 2

1.25 Comp_Cond 3 Mortgages on other buildings

126 Comp_perTU 3 acbmol01 * $mortgage rate

127 Comp_Cond 4 {acbmoyl02=spolicy year)

128 Comp_perTU 4

1.29 Output_Var

1210 TAX_UNIT tufamiy be |
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3.3.2.3 Inheritance tax (Successierechten)

Description:
At death an inheritance tax levied on the value of the worldwide estate of the

deceased. Equivalent to this is the transfer duty upon death which refers to the

situation where no taxes were paid on gifts made by the deceased in the three years

prior to his/her death. The legislation is determined by the local governments of the

Flemish, Wallo on and Brussels Capital Region. Tax rates differ by relationship to the

deceased and the net share that is received by each heir, where the rule applies that

the further you are related the higher the taxes due. Depending on the region several

exemptions a pply for exampl e, for inheriting the famil
residence. Most of these exemptions are so -call ed oO0foot exemptionsd whi c
they apply to the lowest tax bracket and preserve the progressive character of the tax

(Ernst & Young report, 2014; Fiscaal Memento, 2009).

Variables that need to be added to EM -HFCS input database:
A 6ai hyr 0:i irhesitaree S year received
A 6ai hvr 6:i irheimree § value received
A 6ai hmbvr 61 intestaneet 5 movable assets 1 value received
A 6ai hi mvr 6i: inharitasce tisimmovable assets | value received
A 6ai hbsvr 6 inheritasce tisbusiness assets i value received
A 6ai hmr vr 071 inherdasce t is main residence 1 value received
A 6ai hwr 6:i isherisaece si fromwhomre ceived
A 6ddi cob6: deindisgbility pihdoefficient

Output variables added:
A 6ti ht b _isidBheritahce xi tax base i simulated
A 6ti ht c _isiéheritahca xi tax credit - simulated
A 6t i h_ sidinheritance 1 simulated

Assumptions:
A Conditions for p referential treatment of business assets are fulfilled.

A Conditions for preferential treatment of main residence are fulfilled.

A Tax rates differ between brothers/sisters and aunts/uncles/nieces/nephews,
while the HFCS covers both uerderreloamtei wead e.g oWey a8
that more inheritances are received from aunts/uncles than brothers/sisters
because they are typically older, therefore we apply the aunts/uncles rate to
the inheritances received by other relatives.

A For the inheritance tax of the Flemish region between direct relatives we need
to make a distinction between the value of movable and immovable assets. We
made the following assumption for the categories of the HFCS variables on
type of property:

0 Movable assets: money; securities & shar es; jewellery, furniture &
artwork

0 Immovable assets: dwelling; use of a dwelling; land

0 To be able to distinguish the share of each of the two a similar
procedure as for the separate asset types is applied to the immovable
assets and the movable assets are then defined as the total value less
the value corresponding to the immovable assets.

A In wave 1 of the Belgian HFCS data there are 30 households reporting they
have received an inheritance/gift, but for which all information is missing. We
have set the inheritance variables for them to zero. Hence, it is also unclear
how many of these would have been received in the policy year 2009. On top
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of these 30, there are still 5 households for which it is not known whether the
transfer they received was an inher itance or a gift. Because they are much
more common we assume these transfers to be inheritances.

A For households for which the value of the inheritance is missing, we impute it
based on a regression taking into account information on the year of
inheritanc e, which types of assets are received and from whom the inheritance
is received.

Aspects of policy that are not implemented:

A HFCS does not cover inheritances between spouses or legal cohabitants.

A For inheritances in the Flemish region between other person s then
ascendants/descendants /brothers/sisters the rates and brackets are
applicable on the  sum of all shares in the inheritance. In the HFCS we do not
know anything about other parts of the inheritance received by other people,
rates are determined on the individual share.

A In case an inheritance is passed on again in the same year, inheritance ta Xes
are reduced.

A Several exemptions and reductions:

o Flemish region: exemptions for service flats, lands that are classified as
a forest or that lie in the Flemish Ecological Network.
o Walloon region: exemptions for value of trees in woods.

A Gifts thatare m ade during the three years prior to death and for which no gifts
taxed were paid are taxed under the inheritance legislation. We assume all
gifts to made before this period.

A For some aspects of the inheritance tax we need to know the division of the
main r esidence in the part that is used professionally and the part that is used
privately.

Changes after 2009 (only those relevant for the implementation in EUROMOD):
A Flemish region: from income year 2012 inheritance of business assets no
longer exempt of inh  eritance tax, but taxed at reduced rate: 3% for lineal
heirs and 7% for other persons.
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EUROMOD code:

TAX: Inheritance tax
Constants Brussels

Tax rates for the ascendants or
descendants of deceased (i.e. lineal
heirs)

Tax rates for lineal heirs for houses

Tax rates for uncles, aunts, nieces
and nephews of deceased (HFCS
var also includes brothers/sisters of
deceased)

Tax rates for other persons

Tax brackets

- @ tih_be
1.1 - S DefConst
$ih_bruss_lineal_ratel
1.1.1
1.1.2 $ih_bruss_lineal rate2
1.1.3 $ih_bruss_lineal rate3
1.1.4 $ih_bruss_lineal rate4
1.1.5 $ih_bruss_lineal rate5
1.1.6 $ih_bruss_lineal rate6
1.1.7 $ih_bruss_house ratel
1.1.8 $ih_bruss_house rate2
1.1.9 $ih_bruss_house rate3
1.1.10 $ih_bruss_house rate4
$ih_bruss_uncle ratel
1.1.11
1.1.12 $ih_bruss_uncle rate2
1.1.13 $ih_bruss_uncle_rate3
1.1.14 $ih_bruss uncle rate4
1.1.15 $ih_bruss other ratel
1.1.16 $ih_bruss other rate2
1.1.17 $ih_bruss_other_rate3
1.1.18 $ih_bruss_other_rate4
1.1.19 $ih_bruss_business _rate
1.1.20 $ih_bruss_lineal_bracketl
1.1.21 $ih_bruss_lineal bracket2
1.1.22 $ih_bruss_lineal_bracket3
1.1.23 $ih_bruss_lineal_bracket4
1.1.24 $ih_bruss_lineal_bracket5
1.1.25 $ih_bruss_uncle_bracket1
1.1.26 $ih_bruss uncle bracket2
1.1.27 $ih_bruss uncle bracket3
1.1.28 $ih_bruss other bracketl
1.1.29 $ih_bruss_other_bracket2
1.1.30 $ih_bruss_other_bracket3
1.2 ~ Jx DefConst
1214 $ih_fland_lineal ratel
1.2.2 $ih_fland_lineal_rate2
1.2.3 $ih_fland_lineal rate3
$ih_fland_other ratel
1.2.4
1.2.5 $ih_fland_other rate2
1.2.6 $ih_fland other rate3

Constants Flanders

Tax rates for the ascendants or
descendants of deceased

Tax rates for other persons
(includes brothers/sisters because
we cannot differentiate with
aunts/uncles)
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1.2.7 $ih_fland_lineal_bracketl Tax brackets

1.2.8 $ih_fland_lineal_bracket2

1.2.9 $ih_fland_other bracketl

1.2.10 $ih_fland_other bracket2

1.3 ~ fr DefConst Constants Wallonnia

13.1 $ih_wall_lineal_ratel Tax rates for the ascendants or
descendants of deceased

1.3.2 $ih_wall_lineal_rate2

1.3.3 $ih_wall_lineal_rate3

1.3.4 $ih_wall_lineal_rate4

1.3.5 $ih_wall_lineal_rate5

1.3.6 $ih_wall_lineal_rate6

1.3.7 $ih_wall_lineal_rate7

1.3.8 $ih_wall_lineal_rate8

1.3.9 $ih_wall_lineal_rate9

1.3.10 $ih_wall_house_ratel Tax rates for lineal heirs for houses

1.3.11 $ih_wall_house_rate2

1.3.12 $ih_wall_house rate3

1.3.13 $ih_wall_house rate4

1.3.14 $ih_wall _house rate5

1.3.15 $ih_wall_house_rate6

$ih_wall_uncle ratel Tax rates for uncles, aunts, nieces

1.3.16 and nephews of deceased (_HFCS
var also includes brothers/sisters of
deceased)

1.3.17 $ih_wall_uncle_rate2

1.3.18 $ih_wall_uncle rate3

1.3.19 $ih_wall_uncle rate4

1.3.20 $ih_wall_uncle rate5

1.3.21 $ih_wall_other_ratel Tax rates for other persons

1.3.22 $ih_wall_other_rate2

1.3.23 $ih_wall_other _rate3

1.3.24 $ih_wall_other rate4

1.3.25 $ih_wall_other rate5

1.3.26 $ih_wall_lineal bracketl Tax brackets

1.3.27 $ih_wall_lineal_bracket2

1.3.28 $ih_wall_lineal_bracket3

1.3.29 $ih_wall_lineal_bracket4

1.3.30 $ih_wall_lineal_bracket5

1.3.31 $ih_wall_lineal_bracket6

1.3.32 $ih_wall_lineal_bracket7

1.3.33 $ih_wall_lineal_bracket8

1.3.34 $ih_wall_house_bracketl

1.3.35 $ih_wall_house bracket2

1.3.36 $ih_wall_house bracket3

1.3.37 $ih_wall_house_bracket4

1.3.38 $ih_wall_house_bracket5

1.3.39 $ih_wall_uncle_bracketl

1.3.40 $ih_wall_uncle_bracket2

1.3.41 $ih_wall_uncle_bracket3

1.3.42 $ih_wall_uncle_bracket4
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1.3.43 sih_wall_other_bracket1
1.3.44 Sih_wall_other bracket2
1.3.45 $ih_wall_other_bracket3
1.3.46 Sih_wall_other bracket4
1.4 - f= DefTu

1.4.1 Type

1.4.2 Members

1.4.3 DepChildCond

1.4.4 Name

1.5 - fx Elig

1.5.1 Elig_Cond

1.5.2 TAX_UNIT

1.6 - J= BenCalc

1.6.1 Who_Must_Be_Elig

1.6.2 Comp_Cond

1.6.3 Comp_perTU

1.6.4 Comp_Cond

1.6.5 Comp_perTU

1.6.6 Comp_Cond

1.6.7 Comp_perTU

1.6.8 Comp_Cond

1.6.9 Comp_perTU

1.6.10 QOutput_Var

1.6.11 TAX_UNIT

1.7 - f& ArithOp

1721 Who_Must_Be_Elig

1.7.2 Formula

1.73 Output_Var

1.7.4 TAX_UNIT

1.8 - fx Elig

1.8.1 Elig_Cond

1.8.2 TAX_UNIT

Special tax unit for tax credit
Brussels and Wallonnia

Calculation of tax base: taking into
account exemptions (which do not
imply preservation of tax

progressivity)

Brussels: Exemption when
inheritance is not worth more than
1250 euro

Flanders: Exemption for business
assets non lineal heirs

Wallonnia: Exemption when
inheritance is not worth more than
620 euro

Wallonnia: Exemption for business
assets

BRUSSELS
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1.9
191
1.8.2
1.9.3
154
195
1.5.6
1.9.7
1.9.8
1.9.9
1.5.10
1.9.11
1.9.12
1.9.13
1.9.14
1.9.15
1.10

1.10.1

1.10.2
1.11
1.11.1
1112
1.11.3
1114
1.11.5
1.11.6
1.11.7
1118
1.11.9
1.11.1C
1.11.11
1.12

1121

1122
1.13
1.13.1
1.13.2
1.13.3
1.13.4
1.135
1.13.6
1.13.7
1.13.8
1.13.9
1.13.1C
1.13.11

- f SchedCalc

Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Var
TAX_UNIT

- 5 Elig

Elig_Cond

TAX_UNIT

- f SchedCalc

Who_Must_Be_Elig
Base

Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output Add Var
TAX_UNIT

- 5 Elig

Elig_Cond

TAX_UNIT

- 5 SchedCalc

Who_Must_Be_Elig
Base

Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

LT T R R PV TN I

T I P I R

oW W R R e

Lineal heirs

Other persons

Other relatives of deceased
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1.14

1.14.1

1.14.2
1.15

1.15.1
1.15.2
1.153
1.154
1.155
1.15.6
1.15.7
1.15.8
1.15.9
1.16

1.16.1

1.16.2
117

1.17.1
1.17.2
1.17.3

1.174 |

1.17.5
1176
1.17.7
1.17.8
1.17.9

1.18

1.18.1

1.18.2
1.19

1.19.1
1.15.2
1.19.3
1.194
1.19.5
1.196
1.19.7
1.15.8
1.19.9

- 5 Elig

Elig_Cond

TAX_UNIT

- fr SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- £ Elig

Elig_Cond

TAX_UNIT

- f& SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add Var
TAX_UNIT

- # Elig

Elig_Cond

TAX_UNIT

- f& SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output Add Var
TAX_UNIT

WOR R e

LTV U S Rl

LT R R

FLANDERS

Lineal heirs

Immaovable assets

Movable assets

Other persons (includes brothers and
sisters)
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1.20

1.20.1

1.20.2
1.21
1211
1.21.2
1.21.3
1.21.4
1.21.5
1.216
1.21.7
1.21.8
1.21.9
1.21.1C
1.21.11
1.21.12
1.21.13
1.21.14
1.21.1%
1.21.1¢
1.21.17
1.21.1¢
1.21.1%

1.21.2C
i.21.21

1.22

1221

1.22.2
1.23
1231
1.232
1.23.3
1.23.4
1.235
1.23.6
1.23.7
1.23.8
1.235
1.23.1C
1.23.11
1.23.12
1.23.13
1.24

1.24.1

1.24.2

- 5 Elig

Elig_Cond

TAX_UNIT

- S SchedCalc

Whao_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate

Qutput_Add_Var
TAX_UNIT

- % Elig

Elig_Cond

TAX_UNIT

- fr SchedCalc

Who_Must_Be_Elig
Base

Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- % Elig

Elig_Cond

TAX_UNIT

WOl 6w s oot b B W W R R e

L S T A

WALLONNIA

Lineal heirs

Other relatives of deceased

Other persons
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1.25
1.25.1
1.25.2
1.25.3
1.254
1.255
1.25.6
1.25.7
1.25.8
1.25.9
1.25.1C
1.25.11
1.25.12
1.25.13

1.26

1.26.1

1.26.2

1.26.3

1.26.4

1.26.5

1.26.6
1.26.7
1.26.8

1.27

1.27.1

1.27.2
i.28
1.28.1
1.28.2
1283
1.284
1.28.5
1.28.6
1.28.7
1.28.8
1.28.9
1.28.1C

- f= SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- f= BenCalc

Comp_Cond

Comp_perTU

Comp_Cond

Comp_perTU

Comp_Cond

Comp_perTU

Output_Var
TAX_UNIT

- # Elig

Elig_Cond

TAX_UNIT

- f SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band UpLim

Wb B W W R R

P RN TR W

preservation of progressivity
Brussels: business assets for other
relatives and other persons

assets for lineal heirs

heirs

assets

Brussels, lineal heirs

Preferential tax treatment which imply

Brussels: main residence and business

Wallonnia: main residence for lineal

Calculate original tax on preferential
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1.28.11

1.28.12
1.28.12
1.28.14
1.28.1¢
1.29

1.29.1

1.29.2
1.30
1.30.1
1.30.2
1.303
1.30.4
1.30.5
1.30.6
1.30.7
1.30.8
1.30.9
1.30.1C
1.30.11
131

1.31.1

1312
1.32
1321
1.322
1323
1.324
1.325
1.326
1.327
1.32.8
1.329

1.32.1¢
1.32.11
1.33

1.33.1

1332
1.34

1.34.1
1.34.2
1.34.3
1.34.4
1.345
1346

Band_Rate
Band_UpLim
Band_Rate
Output_Var
TAX_UNIT

- # Elig

Elig_Cond

TAX_UNIT

- f* SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- & Elig

Elig_Cond

TAX_UNIT

- fx SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- /& Elig

Elig_Cond

TAX_UNIT

- f« SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim

w

HW W NN e E - TR T N

N N =

Brussels, other relatives

Brussels, other persons

Wallonnia, lineal heirs
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1347 Band_Rate 3
1.34.8 Band_UpLim 3
1.34.9 Band_Rate 4
1.34.1C Band_UpLim 4
1.34.11 Band_Rate 5
1.34.12 Band_UpLim 5
1.34.13 Band_Rate 6
1.34.14 Band_UpLim 6
1.34.15 Band_Rate 7
1.34.1€ Band_UpLim 7
1.34.17 Band_Rate 8
1.34.1¢ Band_UpLim 8
1.34.1¢ Band_Rate 9
1.34.2C OQutput_Add_Var

1.34.21 TAX_UNIT

1.35 - Jfx Elig Calculate preferential tax
1.35.1 Elig_Cond

1.35.2 TAX_UNIT

1.36 - fe ArithOp Brussels: business assets
1.36.1 Who_Must_Be_Elig

1.36.2 Formula

1.36.3 Output_Var

1.36.4 TAX_UNIT

1.37 - J Elig Brussels: main residence, lineal heirs
1.37.1 Elig_Cond

1.37.2 TAX_UNIT

1,38 - Jfx SchedCalc

1.38.1 Who_Must_Be_Elig

1.38.2 Base

1.38.3 Band_Rate 1
1.384 Band_UpLim 1
1.38.5 Band_Rate 2
1.38.6 Band_UpLim 2
1.38.7 Band_Rate 3
1.38.8 Band_UpLim 3
1.38.9 Band_Rate 4
1.38.1C Band_UpLim 4
1.38.11 Band_Rate 5
1.38.12 Band_UpLim 5
1.36.13 Band_Rate 6
1.38.14 Output_Add_Var

1.38.1% TAX_UNIT

November 2017 154



EWIGE i European Wealth data InteGration in EUROMOD

1.39

1.39.1

1.39.2
1.40
1.40.1
1.40.2
1.40.3
1404
1.40.5
1.40.6
1.40.7
1408
1.40.9
1.40.1C
1.40.11
1.40.12
1.40.132
1.40.14
1.40.1%

141

1.41.1

1412
142

1421
1422
1423

1424

1425

1.42.6
1.42.7
1428
1429

1.42.1C

142.11

- 5 Elig

Elig_Cond

TAX_UNIT

- S« SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- 5 Elig

Elig_Cond

TAX_UNIT

- Jx BenCalc
Wheo_Must_Be Elig
Comp_Cond
Comp_perTU

Comp_Cond

Comp_perTU

Comp_Cond
Comp_perTU
Comp_Cond
Comp_perTU

Comp_Cond

Comp_perTU

L= T T I S TV

[

£ b W W

progressivity

Brussels: exemption for lineal heirs

Brussels: additional exemption for
lineal heirs under 21 years

Wallonnia: exemption for lineal heirs

Wallonnia: additional exemption for
lineal heirs under 21 years

Wallonnia: main residence, lineal heirs

Exemptions that imply preservation of
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1.42.12 Comp_Cond 6
1.42.1: Comp_perTU [
1.42.14 Output_Var

1.42.1% TAX_UNIT

Apply first on preferential rate for main
residence, if fully used up then
remainder on normal rate

1.43 - J= BenCalc

1.43.1 Who_Must_Be_Elig

1.43.2 Comp_Cond 1
1.43.3 Comp_perTU 1
1434 Comp_Cond 2
1.43.5 Comp_perTU 2
1.43.6 Output_Var

1.43.7 TAX_UNIT

1.44 - £ Elig

1.44.1 Elig_Cond

1.44.2 TAX_UNIT

1.45 - fx ArithOp

1.45.1 Who_Must_Be_Elig

1.45.2 Farmula

1453 Output_Var

1.45.4 TAX_UNIT

1.46 - fx Elig Original tax on exemption: Brussels
1.46.1 Elig_Cond

1.46.2 TAX_UNIT

1.47 - f& SchedCalc

1.47.1 Who_Must_Be_Elig

1.47.2 Base

1.47.3 Band_Rate 1
1.47.4 Band_UpLim 1
1.47.5 Band_Rate 2
1.47.6 Band_UpLim 2
1.47.7 Band_Rate 3
1.47.8 Band_UpLim 3
1.47.9 Band_Rate 4
1.47.1C Band_UpLim 4
1.47.11 Band_Rate 5
1.47.12 Band_UpLim 5
1.47.13 Band_Rate 6
1.47.14 Output_Var

1.47.1¢ TAX UNIT
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1.48 - f& Elig

1.48.1 Elig_Cond

1.48.2 TAX_UNIT

1.49 - fx SchedCalc

1.49.1 Who_Must_Be_Elig

1.49.2 Base

1493 Band_Rate 1
1.49.4 Band_UpLim 1
1.49.5 Band_Rate 2
1.49.6 Band_UpLim 2
1.49.7 Band_Rate 3
1.49.8 Band_UpLim 3
1.49.9 Band_Rate 4
1.49.1C Band_UpLim 4
1.49.11 Band_Rate 5
1.49.12 Band_UpLim 5
1.49.12 Band_Rate 6
1.49.14 Output_Add_Var

1.49.1¢ TAX_UNIT

1,50 - fx Elig Original tax on exemption: Wallonnia
1.50.1 Elig_Cond

1502 TAX_UNIT

151 - J& SchedCalc

1.51.1 Who_Must_Be_Elig

1.51.2 Base

1.51.3 Band_Rate 1
1.51.4 Band_UpLim 1
1.51.5 Band_Rate 2
1.51.6 Band_UpLim 2
1517 Band_Rate 3
1.51.8 Band_UpLim 3
1.51.9 Band_Rate 4
1.51.1C Band_UpLim 4
1.51.11 Band_Rate 5
1.51.12 Band_UpLim 5
1.51.13 Band_Rate 6
1.51.14 Output_Add_Var

1.51.15 TAX_UNIT

1.52 - f Elig

1.52.1 Elig_Cond

1.52.2 TAX_UNIT
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1.53
1.53.1
1.53.2
1.53.3
1.53.4
1.53.5
1338
1.53.7
1.53.8
1.53.9
1.53.1C
1.53.11
1.53.12
1.53.13
1.53.14
1.53.1¢
1.53.1€
1.53.17
1.53.1€
1.53.15
1.53.2¢
1.53.21

1.54

1.54.1

1.54.2

1.54.3

1.54.4
1.54.5
1.54.6
1.55

1.55.1

1.55.2
1.56
1.56.1

1.56.2

- 5 SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate
Output_Add_Var
TAX_UNIT

- J« BenCalc

Comp_Cond

Comp_perTU

Comp_Cond

Comp_perTU
Output_Var
TAX_UNIT

- f Elig

Elig_Cond

TAX_UNIT
- # ArithOp
Who_Must_Be_Elig

Formula

W 00NN b DWW NN

assets

Flanders: Disability exemption for lineal
heirs: first on immovable assets, if fully
used up then remainder on movable
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1.563

1.56.4

1.57

1.57.1

1.57.2
1.58
1.58.1

1.58.2

1.58.3
1.58.4
1.59

1.59.1

1.59.2
1.60

1.60.1
1.60.2
1.60.3
1.60.4
1.60.5
1.60.6
1.60.7

Output_Var
TAX_UNIT

- 5 Elig

Elig_Cond

TAX_UNIT

- fx ArithOp
Who_Must_Be_Elig
Formula

Qutput_Var
TAX_UNIT
- % Elig

Elig_Cond

TAX_UNIT

- fx SchedCalc
Who_Must_Be_Elig
Base
Band_Rate
Band_UpLim
Band_Rate
Band_UpLim
Band_Rate

W MM

Flanders: disability exemption for
neon-lineal heirs

Calculate original tax on exemptions
Flanders, lineal heirs
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