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INTRODUCTION

National insurance (also referred to as social security or social insurance) has established
itself as one of the most politically acceptable and popular social programs. In most countries
raising benefits under national insurance has proved far easier than under other social
programs.'

The popularity of national insurance among politicians and the public has not entirely
been shared by economists and other academicians. There have been diverse proposals,
ranging from a demand for a far-reaching reform in the structure of benefits and contributions,
to a call for the replacement of the benefits by a negative income tax' and the integration of
contributions into the progressive income tax. The major argument is that national insurance
is not sufficiently progressive or redistributive, and that with the same expenditures much
more could be achieved. It is also argued that there are too many income maintenance
programs and the elimination of national insurance could solve difficult problems of consistency
and coordination.?

What complicates the resoltuion of the progressivity issue is the fact that social insurance
is designed to meet objectives which are not related directly to preventing poverty or reducing
inequality. It is designed first of all as a substitute or supplement to certain forms of private
insurance and private savings, through which the individual provides for contingencies or
reallocates his resources over the life-cycle. As such, national insurance programs are designed
to enable the individual to maintain his normal or customary income rather than to reduce
inequality or poverty. For example, retirement or disability benefits are often linked to

previous income, and thus tend to preserve the distribution of permanent income rather

This is possibly the reason for the rapid growth of national insurance over the past years.
In the U.S.A., for example, social insurance transfers grew by 120 per cent between
1968—-73 (Lerman and Townsend 1974).

In Israel national insurance benefits rose from 3.5 per cent of the gross national product
in 1968/69, to 5.7 per cent in the 1975/76 proposed budget.

For proposals to reform the benefit structure, see Pechman, Aaron and Taussig 1968

and Atkinson 1970B. For reform of the structure of contributions, see Brittain 1972A.
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than Iredistribute it. The evaluation of this goal raises the question of the role of public versus
private programs in providing for such contingencies.?

A further ccnstrain.t on progressivity is the fact that any tax or transfer involves incentive
or disincentive effects, such as on savings, labor force participation; investment in safey
precautions, family stability and fertility. The availability of old-age pensions, for example
may affect private savings towards retirement, the age of retirement, and subsequent living
arrangements (i.e., whether the aged person will live with an offspring or alone). Disability
insurance may reduce safety precautions taken by employers or employees. Minimization of
such behavioral effects often conflicts with the desire to achieve a more progressive
redistribution. Thus a supplementary old-age benefit that is linked to post-retirement income
tends to discourage continued employment.

The desire to maintain the popularity of social insurance may also conflict with an increase
in its progressivity. The programs derive their popularity, to a large extent, from their
resemblance to insurance and benefit taxation. Eligibility is acquired through contribution
and the level of benefits is linked to the rate of contributions.

' Another reason for the popularity of national insurance is its universality; that is, eligibility
is not confined to any particular income grc;ups by a means test. The desire to maintain
universality is yet another constraint on progressivity. It is necessary, however, to distinguish
between universality of eligibility and of benefit levels. A transfer may be universal in that
both the fact of eligibility and the amount of benefit are unrelated to current family income.
Such a system makes no distinction whatsoever between families on the basis of their income.
Alternatively, all members of a demographic group may be eligible, while the benefit level is
income-conditioned. For example, the child allowance provided in Israel for the first two
children was until recenth} taxed at progressive marginal rates. Thus, while the benefit was
available to any family with children, its amount varied with income. The Israeli old-age

benefit consists of a flat-rate pension, for which all insured aged families are eligible, and a

*  For opposing views on this issue, see Friedman 1962 and Cohen and Friedman 1972.
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supplementary, income-related, benefit designed to ensure a minimum income to those

without other resources.

These principles find different degrees of expression in the national insurance systems of
different countries, and a different balance is struck. The set of compromises should be
evaluated, first of all, in terms of the priorities that were adopted. However, even if reducing
inequality is not the primary goal of national insurance, it is still necessary to know its
redistributive effect, if only to determine what is left for the other income support programs
to do. Furthermore, if the ability to achieve redistributive goals through other programs is
limited, this must be taken into account in designing the social insurance system.

The estimation of the redistributive effect of social insurance involves several conceptual
problems. Its effect is often concentrated in particular population groups, since social
insurance programs are, to a large extent, geared to demographic groups. Hence, the
redistributive effects of these programs depend on the economic position of the various
groups.* Furthermore, these demographic factors in themselves have economic implications.
Traits such as farpily size, age of family members, disability or widowhood influence the
family’s needs. How does one go about pomparing the economic status of a disabled family
head with three children, a middle aged family head with six children and an elderly retired
couple, all of whom have the same cash income, but quite different needs. The problem is
further complicated in that traits such as age or family size are related to the family life-cycle.

National insurance may redistribute income in three ways: (1) redistribution of the
income of one individual over different stages of his life<ycle, (2) redistribution of life-time
income between families of the same generation and (3) redistribution of life-time income
between generations. Each of these redistributions has a different welfare significance. Some
believe that programs which are linked to traits such as age must redistribute income mainly
over the individual’s life cycle. Furthermore, to the extent that they do redistribute incomes

among different persons of the same generation, this redistribution is not necessarily

4 For demographic effects, see Bridges 1967, 1971 and 1972.
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progressive.® Others claim that their main effect is in redistributing income between different

generations.

Redistributive effects have been measured in two principal ways: (1) on the basis of the
life-time rate of return in relation to life-time earnings and (2) on the basis of the distribution
of national insurance contributions and benefits among income groups on an annual cross-
section basis.®

The life-time rate of return approach attempts to measure the effect of social insurance
on life-time income. However, its empirical basis is rather shaky. It makes use of age-income
profiles estimated from cross-section data and requires the use of arbitrary assumptions about
the growth pattern of these profiles over time. A further limitation is that the computations
are made for hypothetical family types, which are often difficult to apply to actual current
data on the distribution of income.

The annual cross-section approach, on the otherhand, does not require the construction
of hypothetical income data. Moreover, while the limitations of the one year view are well
recognized, it is not at all clear that the life-time is in fact the appropriate time unit for all
purposes. In all events, it is possible to weave life-cycle considerations into the annual cross-
section approach, by distinguishing between redistribution between age groups and
redistribution within age groups.

Between-group distribution is not necessarily consistent with a reduction in inequality
of life-time incomes. If all persons, for example, had the same income at a given age and there
were no trend increase (economic growth) in income from generation to generation, then
reducing income differences between age groups would only create inequality. In reality,

however, there has been economic growth over the years, so that the average per capita

5 For criticism of this kind, see Aaron 1967. A study carried out in Israel found that the
overall effect of national insurance is progressive {Melnich 1975). The rates of return in the
Histadrut and private insurance pensionﬁ systems are presently being analysed by Haim Factor,

at the Brookdale Institue.

® For discussion of these alternatives, see Musgrave and Musgrave 1973, Ch. 28.
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life-time income is higher the younger the person. This would justify some amount of
redistribution to older age groups.

Rédistribution within an age cohort is easier to interpret. As inter-generational factors
do not exist here, income differences within the cohort are more likely to reflect differences
in life-time income. Thus, if present relative status is found to closely correlate with life-time

status, a consistent policy of reducing inequality within age groups should reduce life-time

income inequality. True, there are differences in the income profiles of different occupations

or educational achievement groups — for instance, at younger ages people with low education
may sometimes earn more than those with a higher education, a situation which is reversed

at later ages. However, except for the lowest age group, this phenomenon may be of minor
significance and only slightly affect the overall probability that a person whose present income
is low in comparison to his age group will have a low life-time income.

This study is concerned with the current redistributive effects of national insurance in
Israel, adressing itself to a number of specific questions: How progressive is the redistributive
effect of national insurance and how progressive are the individual programs? Does national
insurance redistribute incomes mainly between age and family-size groups or within these
groups? What is the weight of national insurance in the total redistribution due to all direct
taxes and transfers? How is its total redistributive effect related to the progressivity of the
specific programs and their weight in total benefits? And how is it related to the assumptions
on the shifting of the employers contribution to employees or to consumers?

The following section reports the distribution of direct taxes and transfers by income
groups. The third section reports the effect of national insurance on the distribution of income;
this effect is broken down by family size and by age. The fourth section estimates the role of
national insurance in the total redistribution of income due to all taxes and transfers. We
conclude with a short review of the developments which have taken place in recent years.

Before proceeding, we briefly summarize the main findings. It should be borne in mind
that these findings refer to 1969 and that since then national insurance has undergone major

changes.
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Summary of Findings

The total reduction in inequality due to national insurance benefits in 1969 was 5.7 per
cent, according to the Gini index. The various national insurance programs differ considerably
in the degree of progressivity.

Contributions are regressive. The degree of regressivity, and in particular the burden borne
by the bottom income group, is highly sensitive to the manner in which the employers’ share
is shifted. Regressivity is greatest under the assumption that the employers’ share is shifted to

consumers in the form of price rises.

The net effect of national insurance benefits and contributions is progressive, in spite of
the regressivity of contributions. Deducting contributions, national insurance benefits still
reduce inequality by 4 per cent, as measured by the Gini index.

A decomposition of the Atkinson inequality measure, shows that the reduction in
inequality.is greatest within age and family-size groups. The redistribution between demographic
groups is very small. Hence, national insurance does not merely redistribute resources over the

life cycle or between generations, as has often been claimed.

THE DISTRIBUTION OF DIRECT TAXES AND TRANSFERS

The distribution of the direct taxes and transfers is analyséd on the basis of the 1968/69
Familﬁy Expenditure Survey, which covered a sample of 2,431 urban families.” Direct taxes
include income taxes and national insurance coptributions and direct cash transfers include
benefits paid by the National Insurance Institute, the Ministry of Welfare, and other ministries
and public agencies.

The population is divided into deciles on the basis of pre-transfer income adjusted for
family size. Pre-transfer income is defined as income and pensions from work, support from

other households and income from property. To relate the needs of the family and the

7 See Central Bureau of Statistics 1970.
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number of persons in it, an empirically estimated equivalence scale is used.® In this scale

it is assumed that an increase in the number of persons makes possible economies in family
consumption (e.g. buying in bulk, hand-me-downs, sharing consumer durables such as a
television set); thus the need for additional income is not proportional to the rise in family
size, and therefore is not a constant per capita sum.” Instead, the family’s relative needs are

expressed in units of standard persons with a two-person family as base. The actual living

standard of a given family is defined in terms of income per standard person (p.s.p), that is
family income divided by the number of standard persons. It should be noted that the
progressivity of transfers and taxes is likely to be sensitive to the measure of economic status
employed. Had we employed different measures, such as income per family or per person or

a measure which includes the imputed value of assets and liabilities, we may have obtained

different results.!®

Direct Transfers

National insurance benefits were received in 1969 by approximately 67.5 per cent of the
families. These transfers totalled IL 21.1 million per month and were 4 per cent of total
personal income. National insurance benefits are of a number of types: old age and survivors -
53.6 per cent of the total, child allowances, composed of large family allowances and

employees’ children allowances — 44 per cent, and work-related disability insurance — 2.4

8 The scale was developed at the National Insurance Institute and later adopted by the

Committee on Income Distribution and Social Inequality. See Report of the Committee
on Income Distribution and Social [nequality, 1970,

® This assumption can be criticized on empirical and theoretical grounds. See Habib 1973
and Habib and Tawil 1974,

19 Empirical evidence of this point is presented for Israel, in Gabbay 1975 and for the U.S.A.,

in Bridges 1971, The importance of the way income is defined is stressed by Musgrave
and Musgrave 1973 and Reviglio 1974.
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per cent. National insurance benefits comprised 76.3 per cent of total transfers as reported

in the survey.!!

Table 1 reports the distribution of benefits by income groups. National insurance benefits
are progressive in that their rate declines as income rises; they comprise 90.7 per cent of pre-
transfer income in the bottom decile, 5.4 per cent in the second, and in the top decile they
are less than one per cent, On the other hand, there is a significant number of national
Insurance recipients in all deciles. The share of the bottom decile in total benefifs is only
26.8 per cent while the top six deciles receive between 6 to 8 per cent each.

The progressivity of total benefits is a function of the progressivity of the various
programs. We find that the individual programs are also progressive over most income dectles.
Old-age and survivors benefits and large family allowances are progressive in the bottom
deciles, but in the top deciles their pattern is irregular. This is to a large extent a result of the
small and statistically insignificant number of recipients i*n these deciles. Employees’ children
allowances rise in rate between the first and second decile, but subsequentiy are progressive.

The degree of progressivity is compared on the basis of the cumulative distribution of
benefits in Figures | and 2. If the distribution of one benefit is higher than that of another
benefit throughout, the first benefit can be said to be unambiguously more progressive. If the
distributions intersect, the one benefit is more progressive in the income range before the
intersection point and the other benefit is more progressive beyond this point. Old-age
benefits and family allowances are unambiguously the most progressive benefits. The share
of the bottom decile is highest with old-age benefits, reaching 43 percent of the total benefit,

as compared to 20 percent for large family allowances (Table Al). In subsequent deciles,

however, large family allowances are more progressive. The least progressive are employees’

"1 The number of recipients and total amount of transfers is as reported in the survey with

the exception of employees’ children allowances that have been imputed. The analysis
does not include national insurance benefits of a one-time nature, such as reserve army

. payments, maternity benefits, one-time injury grants and rehabilitation expenditures,
and some of the payments made by the Institute via the employer such as grants to low-
income workers.
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children allowances. Moreover, as employees’ children allowances are greater in amount than
large family allowances, the progressivity of total child allowances is well below that of old
age or even disability benefits. Finally, total transfers are more progressive than national

insurance benefits. This is due primarily to the progressivity of welfare benefits, 61.3

per cent of which are received by the bottom decile.

o~

Figure 1. The Cumulative Distribution of Transfers by Income Deciles
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Figure 2. The Cumulative Distribution of National [nsurance Benefits by Income Deciles
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Direct Taxes

Total direct taxes in 1969 were [IL117.4 million a month. Of this sum, iIncome taxes
comprised 79.4 per cent and national insurance contributions 29.6 per cent.'* National
insurance contributions are comprised of an employers’ share, accounting for 72.3 per cent,
and a share of employees and the self-employed comprising 27.7 per cent. This statutory
division of the contributions does not necessarily reflect the effective distribution of the
burden between employers and employees. In effect, employees may bear a greater burden,

since employers, it is argued, tend to shift their own share either to wages by reducing them

3

or to prices by raising them.'? We examine how the alternative assumptions on the incidence

of the employers’ share effect the redistributive pattern and consider whether national

insurance contributions and income taxes, when combined, are progressive.

National insurance contributions, in contrast to income taxes, are independent of family
size and have g ceiling. In 1969 employees were required to pay 1.9 per cent of their wages
up to a ceiling of IL 700 and the selfemployed 5.5 per cent up to the same ceiling. Excluded
from the tax base are various fringe benefits, such as work-related travel allowances, vacation
allowances, expenses for car maintenaﬁce and telephone maintenance. There are other types

of income, such as income from property, which are subject to income tax but not to national

12 The estimates of taxes were obtained by simulating hypothetical tax payments for each
earner in the sample. This imputation disregards several special tax reductions, quhJas
reductions for approved overtime pay. These reductions are concentrated in the upper
income groups andl thus we may have overestimated considerably the actual progressivity
of the tax structure. Gabbay, for example, estimates that 60 per cent of the total tax
relief arising from the reduced tax rates on approved overtime are concentrated in the top
decile. See Gabbay 1973

13 As Brittain (1972A, p.52) points out “‘the concept of the incidence of a tax refers Lo its

impact on the distribution of real income among economic groups. This impact has two

components: the effect on the distribution of income among groups and the etfect on the
relative prices paid by each group™. Brittain argues that the payroll tax is shifted
backward to employees. The theoretical and empirical basis of this argument is criticized

by Feldstein 1972 and defended by Brittain, 19728, For a summary of the issue see
Musgrave and Musgrave 1373, Ch. 16.
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insurance contributions. Thus the effective tax rate which the family pays depends on how
much of its income is in these non-taxable forms. Because of the ceiling, the tax rate also
depends on the number of earners in the family and on the number of jobs per earner; it

increases with the number of earners and jobs.!

Table 2. Direct Taxes: Average Rate per Decile,® under Alternative Assumptions on the

Incidence of National Insurance Contributions, 1969

Income National Insurance Contribiitions Total Income Tax and NI*
Tax Statutory Effective burden® NI shifted NI shifted
. , ) to wages  to prices
Deciles Shifted Shifted  Shifted
to to evenly
wages prices to wages
and prices
Lowest 3.7 3.1 8.0 21.8 15.8 11.7 25.5
2 0.9 2.3 7.5 9.6 8.7 8.4 10.5
2.6 2.5 7.7 8.8 8.3 10.3 11.4
4 4.2 2.3 7.5 7.8 7.7 11.7 12.0
5 7.4 2.3 7.9 7.5 7.8 15.3 14.9
6 9.7 2.1 7.1 6.9 7.1 16.8 16.6
7 12.3 2.1 6.8 6.7 6.8 19.1 19.0
8 14.9 2.0 7.0 6.2 6.6 21.9 21.1
9 19.3 1.6 59 5.5 5.8 25.2 24 8
Highest 24.2 1.3 4.5 4.3 4.4 28.7 28.5
Total 14.7 1.6 6.2 6.2 6.2 20.9 20.9

2 Average tax obligation in decile as percentage of average pre-transfer income in decile.

® Decile’s rate under the assumption that employers shift their share to employees'

or consumers or both, as explained above.

¢ NI—-National Insurance

14 Although Employees who have more than one job are entitled to a refund of payments in

excess of the ceiling, they often fail to claim it.

— 18 —



The average tax rate in a particular income grbup will, therefore, depend on the ratio of
employees to self-employed in this group, the average number of jobs and earners per family
and the weight of taxable income in total family income. When all these factors have been
taken into acéuunt, the pattem of contributions is found to be regressive. As reported in
Table 2, the average contribution in the bottom decile is 3.1 per cent of the deciles average

wages, as compared to only 1.3 per cent in the top decile.

The contribution that employers were obliged to pay in 1969 1."«i.fEls 6.7 per cent of taxable
wages, which is almost 3.5 times the rate paid bj; employees. This means that the
assumptions made about the effective incidence of the employers’ share are of great
significance. We find that total contributions are regressive both on the assumption of shifting
to wages and of shifting to prices; the bottom decile pays the highest rate and the top decile
— the lowest rate.! ®* The only significant difference between these assumptions is in the rate
paid by the bottom decile. On the assumption of forward shifting, the average tax rate in the
bottom decile is almost 22 per cent, as compared to approximately 16 per cent with backward
shifting.' ® When assuming that the employers’ contributions are shifted evenly to wages
and prices, the degree of regressivity falls between the two extremes. Following a number

of previous studies, the latter assumption will be used in subsequent sections.'

g e .

1S In shifting the tax forward, we assume that prices are increased so as to preserve the real
share of profits. Hence, the increase in prices is equal in rate to the employer’s
contribution. For a discussion of this point, see Brittain 1972A, Ch. 2.

Y6 Musgrave and Musgrave 1973 also found that there is little difference between the two
assumptions in the regressivity of tax rates with the exception of the lowest decile in
which the tax rate with forward shifting is much higher. The results are similar, despite
the fact fhat Musgrave and Musgrave used a broader definition of income which included
imputed rent, the stockholder’s corporate profits before tax and other capital gains,
whether realized or not,and that they made no allowance for family size. In a study
confined to Israeli employees in 1974, Tawil finds a similar pattern. He reports that by
1974 the burden of the bottom decile had reached 18.7 per cent. See Tawil 1974,

L7 Bridges 1971 and Gillespie 1965, for example, also assume that the employers share is
shifted half forward and half backward.
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Does the regressivity of national insurance contributions offset the progressivity of
income taxes? '* Income taxes are progressive from the second decile upward. However,
the tax rate of the bottom decile exceeds that of the three successive deciles. This may be
due to the ranking of families by income per standard person, as the allowance made for
family size in the income tax system is not necessarily equal to that implied by the
equivalence scale. The higher tax rate in the bottom decile may therefore reflect the failure
to provide for horizontal equity with respect to family size; i.e. large families in the bottom
decile pay a higher tax rate than small families in the second,third or fourth deciles. Another
possible reason is the ranking of families by the sum of the incomes of all family members.
In contrast to national insurance contributions, the income tax rate on a given sum is lower
when supplied by several earners. As the proportion of two-earner families rises as one moves
up the income scale, this factor tends to moderate the rise in tax rates. Adding national
insurance contributions reduces the progressivity of téxes without altering the basic pattern.
Tax rates still begin to rise from the second decile. For income taxes alone, the top decile
rate is 24.2 per cent as compared to 3.7 per cent in the bottom decile, and 0.9 per cent in
the second decile. The combined tax rate, on the assumption of shifting contributions to
prices, is only slightly higher in the top decile, 28.5 per cent, but reaches as much as 25.5

per cent in the bottom decile and 10.5 per cent in the second decile.

18 Various authors have cited the effect of regressive national insurance contributions on the
progressivity of overall taxes. For example, Webb and Sieve 1971 (p.214) claim that in
Britain ‘... because of flat rate national insurance contributions, direct taxation is only
mildly progressive.” Brittain 1972A (p.87) finds that in the U.S.A. payroll tax regressivity
swamps income tax progressivity .over a large range of incomes. Musgrave and Musgrave
1973 and Bridges 1971, on the otherhand, find that the effect is less severe.
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THE EFFECT OF NATIONAL INSURANCE BENEFITS AND CONTRIBUTIONS

This section considers the effect of national insurance benefits and contributions on the
distribution of income by deciles. We first examine the effect of benefits alone and then the
net effect of benefits and contributions. The results are summarized in two inequality indices:
the Gini index and the Atkinson index.!® The advantage of the latter is that it allows for
systematic variation in the weight assigned to redistribution in different ranges of the income
distribution. This weight is represented by the parameter e. By raisinz € we assign a greater
weight to inequality and redistribution at lower income levels.

Table 3 shows that national insurance benefits reduced overall inequality as measured
by both indices. When.the benefits are added to pre-transfer income, the Gini index declines
by 5.7 per cent. The value of € affects the magnitude of the change in the Atkinson index,
but not its direction. The reduction in the Atkinson index varies between 25.1 and 4.1 per
cent. As e rises, i.e. more weight is given to redistribution at the bottom, the effect of
national insurance declines. The reduction in the Gini index corresponds, more or less, to the
reduction in the Atkinson index in the range € = 2--2.5.

In the previous section we reported that the various national insurance programs differ

in their distribution by income deciles. To compare their effects on inequality, we add each
benefit to pre-transfer income and calculate the resulting decline in the Gini index. This
change in inequality is divided by the total amount of benefits distributed under each program,
to obtain the change per Lira of benefit. In this way we compare the efficiency of the various
benefits in reducing inequality.

Consistent with our previous findings, large family allowances have the greatest effect
perLiraon inequality, but when combined with employees’ children allowances, their effect
is less progressive than that of old age benefits. Total national insurance benefits are less
progressive than total welfare, although individual programs, such as large family allowances,
are more progressive (see Table 4).2°

19 See Atkinson 1970.

20 Nicholson finds that in Britain unemployment insurance is the most progressive and child
allowances the least progressive. See Nicholson 1973, Table 2.
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Table 4. The Effect of Different Transfer Programs on Inequality, as Measured by the
Gini Index, 1969.

Level of Per Cent Per Cent
Inequality Reduction in Reduction per
Inequality IL Million of
transfers
Pre transfer income 428
Income after all transfers 392 8.3 0.300
Income after NI benefits 403 3.3 0.250
After old-age and survivors 412 3.8 0.333
After all child allowances 419 2.1 0.234
After large family 424 0.9 0.426
After employees’ children 422 1.3 0.187
After disability 427 0.2 0.190
Income after Welfare 421 1.5 0.379

When contributions are deducted (using the assumption that the employers’ contribution
is shifted evenly to wages and prices), inequality rises according to all the measures. Still,
the net effect of national insurance is a reduction in inequality. The Gini index now declines
by 4 instead of 5.7 per cent (Table 3).

The change in the inequality index provides only a limited aspect of the pattern of
redistribution. A given change in the index is consistent with a wide range of shifts in the
share of the various income or demographic groups. The effect of national insurance on
the distribution of income by deciles is reporied in Table 5. We find that national insurance
benefits uniformly shift up the cumulative distribution. The share of the first five deciles
rises and that of the top four falls. Contributions, on the otherhand, reduce the share of the

three bottom deciles. But their effect is much smaller than that of benefits and does not alter
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the pattern (;f gains and losses. The redistribution of income among deciles can also be
expressed in relation to overall average income (Table 6). For example, before national
insurance the average income p.s.p. in the bottom decile is 13 per cent of the overall average
rising to 19 per cent after. It is 4.6 per cent of the average income of the top decile before

national insurance and 6.9 per cent after.

Inequality by Age and Family Size

We now consider the effect of national insurance by age and family size: which groups
improve their position and is between-group inequality reduced; what are the effects on
inequality within age and family size groups; and what is the weight of these two effects inI

the total reduction in inequality?

/

We begin by considering the pattern of inequality before transfers. There is obviously a
relationship between the age of the family head and family size; young and elderly family
units tend to have fewer members. Yet each characteristic represents a different aspect of
the family life-cycle. Because of statistical limitations we are unable to consider the joint
distribution of these two characteristics and we therefore treat each separately.

Table 7 reports the inequality in pre-transfer income by age and family size. Inequality
varies both with age and family size, rising with age and declining with family size. The
differences are considerable. For families with male heads aged 18—24 the Gini index is .322,
as compared to .513 for families with heads of 65 or more. For families with six children or

more the index is .282 and for families with 1 —3 children it is .327.

The magnitude of within- group iﬁequality is also reflected in the relative shares of the
bottom and top deciles in total income. The bottom decile of aged families and of single
individuals has a negligible share, whereas the top decile, in each case, has about one third
of total income before transfers. Among younger families, the difference is smaller, 1.5 per

cent in the bottom decile versus 29.9 per cent in the top decile.

If within-group inequality were low, we might have presumed that inequality is related primaﬁly

to life-cycle differences. However, in no groups is inequality lower than 80 per cent of

overall inequality and in some groups it exceeds it by as much as 144 per cent. Thus,
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inequality is considerable even when allowing lor lite-cycle differences and irrespective of
the way family size is treated in the measurement ol economic status.

Inequality between demographic groups is also substantial. The magnitude of the gaps
is sensitive to the treatment of family size. Thus in terms of income per family, the income
of families with six or more children is 72.9 per cent of the average, but in terms of p.s.p.
it is only 37.7 per cent. For the aged the reverse occurs: the relative income of aged males
rises from 58.2 per cent on the basis of family income to 79.2 per cent on the basis of income
p.S.p.

National Insurance benefits reduce inequality both between age and family size groups
and within them. Their effect in some groups is far greater than the average effect in the
entire population (Table 8). In fact after deducting contributions, several groups even
experience a slight rise in inequality, but on the whole inequality still declines. Among
family size groups, the decline is particularly great in families with six or more children:
the Gini index declines by 10.7 per cent and the Atkinson index by as much as 56.8
per cent for high values of €. There is also a large reduction for childless families and
unrelated individuals. This corresponds to the fact that among age groups the reduction
is greatest for aged families. For aged males the decline in the Gini index is 15.4 per
cent. The decline in the Atkinson index is highly sensitive in the group to the value of
e. As weight is added to the redistribution in the lower ranges, the percentage decline drops
sharply from 37.9 (e = 1.2) to 2.7 (e = 2.5).

National Insurance also reduces inequality between groups. From Tables 7 and 10 it can
be seen that almost all groups with below average incomes improve their position, and the
position of those above the average declines, both in terms of income per family and per
standard person. However, with the exception of the aged who improved their position

significantly, the effect tends to be small. The average income p.s.p. of aged males rises from
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79.2 to 87.3 per cent of the average income, and that of aged females rises from 53.5 per
cent of the average to 64.8 per cent.?’

As shown elsewhere, the change in the Atkinson index can be separated into a within-
group and between-group component.?? Thus it can be used to quantily the between- and
withingroup components of the overall change in inequality, The breakdown of the effect
of national insurance for family size and age groups is presented in Tables 11 and 12
respectively. Over 90 per cent of the reduction in inequality due to national insurance benefits
can be attributed to a decline within age and family size groups.

In conclusion, it may be said that the national insurance system has a substantial effect
on income differences that are not related to the family life-cycle. This suggests that the programs
as presently structured bring about reductions not only in current differences, but also in

life-time differences in economic status.

THE ROLE OF NATIONAL INSURANCE IN TOTAL REDISTRIBUTION

National insurance benefits and contributions, yield a pattern of gains and losses similar
to total taxes and transfers. The five bottom deciles gain and the four top ones lose.

How much of the total redistribution can we attribute to the national insurance system?
As reported in Table 3, the reduction in the Gini index after transfers alone is 8 per cent
and after total taxes and transfers 15.8 per cent. Comparing the redistributive effect of
national insurance to that of all taxes and transfers, we find that national insurance accounts
for the greater part of the reduction due to transfers alone; but it accounts for only 25 per
cent of the total redistribution after all taxes and transfers.

The role of national insurance is highly sensitive to the value of €. For transfers alone,
the role varies between 62 per cent of the total redistribution for'e = 1.2 and 2] per cent

fore = 2.5. The reason for the great decline in the role of national insurance is that these

*1 This calculation is sensitive to the equivalence scale that is used. For an examination of
the sensitivity of relative economic status to the equivalence scale, sece Habib and Tawil
1974A, Tables 7 and 8.

22 See Bruno and Habib (forthcoming 1976),
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benefits are less concentrated in the bottom deciles than other transfers. Thus, as e rises,
i.e., more weight is assigned to redistribution at the bottom of the income scale, the role
of national insurance benefits decreases. With total taxes and transfers, the proportion of
the total reduction attributed to the national insurance system varies between 40 to 12
per cent.

When the redistributive effect is separated into a within- and betweén-grau;: component,
we again find that most of the decline is in within-group inequality. In fact the within-group
effect is even more dominant with total transfers than with national insurance. National
insurance contributes to both effects. From Tables 7 and 10 it can be seen that the relative
income p.s.p of families with six or more children is 37.7 per cent of overall average income
before transfers, rising to 46.8 per cent after all taxes and transfers. Forty per cent of this
increase can be attributed to national insurance benefits. The relative income of aged males
rises from 79.2 to 93.4 per cent after all taxes and transfers. Here the national insurance
system is responsible for as much as 56 per cent of the increase. Its contribution to within-
group effects is also greatest for the large families and the aged. Among the aged, it accounts

for more than 60 per cent of the total decline in the Gini index and among large families —

for 41.2 per cent (Tables 7 and 8).23

23 The analysis here'is confined to inequality. The effects of national insurance benefits
on poverty have been examined elsewhere. We found that of all national insurance
beneficiaries 20 per cent were poor prior to the receipt of any transfers. For 34 per cent
of poor national insurance beneficiaries, these transfers alone were sufficient to remove
them from poverty. Another 6 per cent of national insurance beneficiaries, for whom
these benefits were inadequate in themselves, were removed from poverty with the
addition of other transfers. Thus national insurance benefits could in themselves have
accounted for 85 per cent of the reduction due to total transfers. Calculated as a
percentage of the reduction in poverty among all families, whether national insurance
beneficiaries or not, the contribution of national insurance is 73 per cent of the total

reduction in poverty. See Habib 1975.
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FURTHER DEVELOPMENTS

Since 1969, the national insurance system has undergone important changes.2? Old age
benefits and large family allowances were raised relative to average wages. Furthermore,
benefit levels were linked to wages and new programs introduced, the most important of
which are unemployment and disability insurance. To finance these measures, contributions
were raised. Along with the general expansion of national insurance, changes were introduced
in the structure of the programs and in the allocation of resources between the various
programs.

The expansion of national insurance may have increased its effect on inequality as the structural .
reforms within the programs were generally of a progressive nature. However, the effect of
changes in the weight of the various programs is difficult to estimate. The increase in large
family allowances, for instance, had a progressive effect; but the newly introduced schemes,
in which benefits are related to previous earnings, are probably less progressive. It is, therefore,
not easy to predict the net redistributive effect of these changes. It can, nontheless, be said
with assurance that national insurance now plays a much greater role in the total redistribu-
tion of income. Consequently, the need for a system which will predict and regularly report
changes in the redistributive effect of national insurance programs has become all the more
vital. Viewed in this perspective, the research presented here provides little more than a
benchmark. In addition the redistributive effect of each program deserves a far more detailed
examination. This means that data sources must be improved and ‘made more readily available.
We are farther stil] from the development of a comprehensive framework that would take an

integrated view of the effects of the various programs and the various roles assigned to the

national insurance system,

24 See Roter 1973 and Habib 1974.
_ 36 —




07001 0001 0001 0001 0001 000t 0001 0001 0001 0001 [Blo]L

6C LV LEl 6L 9 801 L9 (L 'L 1SaYSIH
8t Sl $9 £ 0l 08 St 9 69 CL 6
(=) £0 9¢1 L6 te L'L Lcl 9 L) 0L 8
(—) ['C Cll v Ol 0’8 'S 6¢ 1'9 I's L
99 1720 % ¥L 611 61 $°6 V'L L 4 0L $9 9
(—) € £l ¢l 9L I'11 't 6V L) 89 S
Vil LS 90 L1l 60c 6'tl RS L'L 101 638 14
$°6 €L 8L 1l 691 A 89 $°6 901 c6 t
L8l 0l £ Cl £ 01 06l L ¥l 9v 8L $01 86 C

I'1¥ t'19 P ol vy v 0C ¢'8 $'LE 0Otd 89C X4 1SoMOT

SI2Y30 UAIPIYO Afrure]
juessd pug .S3dAojdury ad1e] [e10].

35e-P1O jprol  ANqqesiqg SIURMO|[Z PITUD) SIOANAING  33e-p|0  [BIO] SIdJSUBI]
e SJTjolioy] AoUuBInSU] [CUOIIBN [B10].

sa93(

-

6961 ‘IoJsuel] JO IdAL AqQ SIJJSURBIT Ul IIO3( 2WOIU] Yoy Jo aIeyS :| 'V 9qe]L

XIANAddV

— 37 —




“430Q IO ‘SISUINSUOD ‘S3A0[dwD 0} d1eys I0Y) 1JIYs sIoAofdurs jey) uonyduinsse ay) Jopun dIeYs S 33(J

0001 0001 0001 0001 0001 0001 0001 0001 [E10L
16l C1C 2 c1c ) ¥4 vic 99 L'SE 1SOYSIY
LS b ol 651 1 14 $91 127 £ 1¢ 061 6
9°¢1 Pel [Pl tel 161 vvi Ll CtEl 8
811 1T 811 911 611 a4 b8 86 L
01 Ol $°6 £6 L6 86 cs <L 9
1'6 08 $8 38 88 L8 ct 'S 8
0L 96 $9 99 v 99 Vi §'¢ 1
8¢ 'S 9s 6'S S 85 L0 LT £
14 4 Ve 8¢ 2 2 vt $°¢ <0 81 4
e 0¢ O¢ A 4 N | 0¢C £0 91 }SoMO]
- s
pue sodem
asueInsuy 0} AJUaAd uondwnsuod sadem
Njeaf pue oIS m.u _uvu.:l.:m IE ﬁwﬁm AL0IMEIS sa[Ia2(]
(JNIPRISIH ) XL U3aping 34499344 _ Xey. SAXR].
sangg uolup) Aadol] SUO1INQLIIUO)) 20URINSU] [BUOTIEN UWIOOU] [BI0L
6961 ‘Xel Jo adA] Aq soxe], Ul [10x(] 2WOodU] Yory JO 2IRYS 7 "V Qe

- 38 _




— 30 _

14,74 06 86C 06C £68 $6¢ LLT 868 t6C [B10],
SLL $€0C 618 CLL L10C $18 S9L 800¢ LO8 ISYSTH
8P el S6v 1444 SIEl 6t Sev SOt 14:1% 6
LtE 8901 18t 1433 1LO1 08¢ 1t 1£01 CLE 8
1LC $06 B §3 0LC 106 Ol¢ 19¢ 188 c0¢ L
$CC £9L 65T £Cl 9¢L LSC €1C oL 8¢ 9
981 099 ) P8I $69 3 14 OLT 859 £0¢ 5
8Pl 9219 081 i LO9 8L LEl 09§ $91 14
€Cl t9v 44 611 L9V 1] 601 v 8C1 £
§6 9re 601 16 Ive 01 SL 1434 68 ¢
¥9 LOT iL 0S oS 1 LS ST 8 SE 150m0]
uosiad 19  Afiwuej I19g ‘d'sg uosidd 1o  Anwrey 13y ‘ds' g uosiad I Apwej 1ag d's'd
SIdJSUeI) [[e 191JV S}IJoUaq JOURINSUI [RUOIIRU II]JV ~ sIajsuen} a10jog SMI93(]

(Jiuour 13d JI) SWOOU] JTBISAY

6961 ‘SA[103(§ AQ SWIOOU] I8RIIAY UO SIDJSURIT [fy JO PUR SIIJOUIE SOURINSUJ [BUOIIEN JO 199 sYL '€ 'V 9IqQtL




SI3JSuRI) pue saxel [[e 19V

(yiuowr 1ad J) awoouy sderoay

-NQIIJUOD IDUBINSUIL [RUOI)RU I3V

LPIsn{pe ‘s1ajsuer) a10jog

G6O6T ‘SO AQ SWODUJ AFRIIAY
UO SI3JSURI] PUB SaXE] [[V JO Pue s)ijoudqg pue Suonngrjuo)) DUBINSUJ [RUOIIEN JO 109J3d Y] "+ 'V 2Iqel

‘sa8em c.uno SUOTINQUIUOD DULINSUI [BUOTIRU JO dIeys SI3A0JdWd U yIys JO 199)J2 Y] 0} pasnlpy

L'LET 1'8ZL 0 1L 6'9LT 8°0S8 0182 0°€82 €'8L8 ¥'06¢ [el0]
CH8S 6’ 1SP1 #°L09 TLYL 1'zL61 0'88L 9'8LL £ €07 9°0Z8 1SoYSIH
rATAZY 1'SP01 € 18€ LTy 9 19ZI 1'TLY €St P EVEL ¢ S6b 6
SPLT 0'9¢8 € GOE 6'0C¢€ Z'¥001 9°09¢ 9°0vE 87501 ¢'Z8¢€ 8
€T L'SYL 9°96 0°LST 8°6¥8 L €6 $'99C L'916 9°01€ L
zie6l L'6¥9 61T 9112 0SiL T EVT L'1TC CESL L'YST 9
0651 7°009 0'881 8°ELI 9129 ¢ 10T TyLI vLLY 9'60C S
1'vEl € 1bS S 191 8'8€1 '89S 8°L91 114 S P8S 8691 b
O 111 0°EEY v i€t €Tl WAX 9ZET LT 6'1€P 0°ZET £
0°68 0'1Z¢ 9001 6'v8 L'1TE L'L6 bLL 96I1¢ 1°26 4
0Ly SE91  O8S b SP Uopl bTs 867 1'08 g9 1S9MOT
uosiad 19 Aprwre) 13 d's'd uosiod 19 Apwe) I2g ‘d'ssg uosiad 15J ApTwie] 3194 |
$11JoUaq pue suol)
Sa[Ioa(g

_ 40 —




— 41 —

£ SOl 0101 001 L 101 ¥ 001 001 [eloy,
P 101 P 001 001 S 101 0101 001 JSoydIH
9001 L 001 001 TAAN] L 101 001 6
L €01 6'¢01 001 ¢ 01 17201 001 8
LCOI £ 201 001 6 01 01 001 L
ardi) £ 101 001 £ 0l ¢E0T 001 9
£001 9°66 001 8501 6 vOI 001 ¢
0°0I1 801 001 1'601 6 LOI 001 14
.m.mi LOIl 001 £ Cll 'O11 001 £
£0l1 9°801 001 | 6'1C1 6911 001 C
['9%C (7981 001 £661 1'091 001 159M07]
s]jouaq S}Ijouaq
SIdJsuer) JoueInsul SIJJSUBI) gouRINSUl
[[e 19)JY  [RUOIIBU I3}V SIQJSURI) 210Jog [ 1))V [BUONBU I3}y  SIJJSURI) AIOJdg  S9[I0a(g

AUWIODU[ A[TUWre.] I3eIdAY XIpU] "d's"J 2WOdU] 98RIAY I XIpU]

hY

6961 ‘SADIPU]J S %n_ QWiOIJU] J3BIAAY UO SIQJSUBI] [[V JO pue S}jauag 20UeInsuy [euotjeN Jo 103]JH Y], €Y °]9qe],




‘safem OJUO0 suoINQIIIUOd DURINSUT [BUOIIEU JO JJEUS s JoAojdura ay) SuIJiys Jo 303132 9] 0] pajsulpy .

6'(8 696 001 0¢8 L 96 001 [e10],
1L $'96 001 0L 0'96 001 }saysIy
8°LL 6'€6 001 OLL £56 00] 6
V6L BT 001 8°6L £ 6 001 8
€13 LC6 001 9°C8 9v6 001 L
7'98 6'¥6 001 198 $'S6 001 9
988 8’16 001 L 68 96 001 S
9°C6 cLé 001 C'S6 686 001 14
£001 000! 001 966 001 001 3
$001 L 001 001 £ 601 1901 001 C.
L 681 ¢ L9 001 76S1 9Crl 001 1SaMO]
STIED S JoUaq
SIaJsueny pue suolngir S19JSUB1]  pue suonngiiy
pue saxel  -U0D JdUBINSUI  paisnfpe pue $a3xe} -UO0D DURINSUI e Paisnipe
[[e 131)V  [eUOlieU IV  SIJsuel) AIojog [[e 191V [BUOIIBU 191y  SI3jsSuer) 210Jog Sa29(]

1

JWIODU] A[IWie.] 28eidAy (Xapuj ‘d's"d awoouy I3eISAY (Xapuj

‘6961 SIITPU] :SII3(] AQ SUIOOU] IFRIAY
UO SIDJSURI] PUR Saxe] [V JO pue suol)nqinuo)) pue siijauag dURInSU] [BUONEN JO 103]J7 3Y], "9 'V 2[qe]

_ 47 ..




Table A. 7. Sdected Inequality Indices after National Insurance Benefits and All Transfers, 1969

Income after Nstional Insurance Benefits {ncome after All Transters

Atkinson index Atkinson index
Gini (ini
e=1.2 e=]15 €=20 =25 index e=1.2 e€=15 =20 ¢=25 index

Family size

Unrelated individuals 587 785 943 976 471 410 566 844 947 438
Childless families 379 554 859 955 398 291 366 547 804 389
Families with children:
| 3 children 241 353 680 898 318 205 266 444 74K 314
4 S children 211 292 494 713 287 148 180 23} 280 271
6 or more children 134 168 233 308 244 096 116 146 174 221
Sex and uge of family head |
Males:
Up to 64 282 373 614 850 366 252 315 476 747 361
18 34 279 388 683 892 353 253 334 580 845 349
10 24 195 241 312 377 315 186 229 296 357 309
25 -34 287 402 705 901 356 259 345 601 857 352
35 54 267 340 509 738 364 240 289 366 435 359
35 44 247 318 484 701 349 222 268 339 402 345
45 54 287 363 538 115 376 257 311 394 471 370
55 64 329 456 787 922 378 285 371 617 864 372
65 and over 422 603 871 953 430 284 338 413 472 410
Females: | | .
Up to §9 427 612 871 951 407 281 361  .579¢ 831 387
60 and over 622 815 946 974 450 333 462 146 | 906 390
Total 318 445 146 914 379 261 327 497 764 370
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Table A. 8. The Effect of National Insurance Contributions and Benefits and of ali Tuxes and Transfers on Selected
Inequality Measures by Family Size and by Sex and Age of the Family Head, 1969,

Adjusted Pre-transfer income?* Income AfterNational Insurance Ancome Afiter All Taxes amd Transfers
Contributions and Benefits

Atkinson index Gini Atkinson index Gini Atkinson index (ini

e=1.2 BE=1.5 €=2.0 ¢=2,5 Index =12 =15 E=2.0 =25 MIEX =] 2 E=1.5 e=2.0 ¢ =25 'NUeX

Family size

Unrelated
undividuals B36 936 979 988 565 593 .789 943 976 474 376 534 825 939 409

Childless families .551 771 946 979 425 388 566 865 956 .403 .264 346 .579 .840 .373

Families with

children
I 3 children 257 381 718 912 .32 252 .,369 .695 900 . 325 .i67 221 387 .696 277

4 Schildren 262 373 634 837 311 233 345 642 859 293 119 148 199 249 236

6 or more
children 235 361 667 .8B62 280 .148 190 273 373 250 083 101 131 158 208
Sex and age of
family head
Males:
up to 64 311 420 694 892 376 .296 397 662 .877 372 210 270 441 730 326
18 34 300 425 739 915 362 .288 .397 683 889 .359 206 .281 520 810 .309

10 24 202 249 322 387 320 201 248 322 387 313 .169 208 270 327 294
25 34 310 422 760 .922 365 .29 411 705 898 362 .210 .289 540 .823 310
35 54 297 383 586 812 377 284 375 620 853 370 .195 239 311 .384 318
35 44 280 369 592 .823 364 267 .367 650 B75 .354 18] 220 .284 346 .304
45 54 313 397 572 787 387 300 .382 560 780 .383 211 260 341 427 329

55--64 365 530 840 949 382 .339 .465 .755, .919 385 258 .354 .644 878 363

65 and over 692 857 | 958 979 513 429 610 872 953 434 253 303 376 436 .385
Females:

up to 59 373 770 933 970 439 443 633, 881 954 412 259 335 545 .807 .368

60 and over 851 937 975 984 580 .624 813 944 973 456 331 458 738 .901 .387

Total 410 .594 870 954 401 330 464 655 920 385 .220 .283 460 .743 338

R T T Y SN,

" Adjusted for the effect of shifting the employers share of national insurance contributions onto wiges.




Table A, 9. The Effect of National Insurance Benefits and of All Transfers on Average Income by Family Size

and by Sex and Age of the Family Head, {969.
(IL per month)

Income income Income
Before Transfers After National Insurance After All Transfers
Benefits
Per Per Per Per Per Per
family P.s.p. person family P.s.p. person family  P.s.p. person
Family size
Unrelated individuals 307 246 307 350 280 350 363 290 363
Childless families 828 371 346 861 385 351 870 389 365
Families with children
| =3 children 1040 315 265 1066 323 271 1075 326 274
4-5 children 63 164 112 819 176 12 837 180 123
6 or more children 625 106 65 714 122 75 738 126 17
Sex and age of family head
Males:
Up to 64 1003 295 297 1028 303 302 1036 306 304
18 -34 902 290 285 923 297 291 028 299 292
18 24 615 246 267 629 252 272 638 256 275
25 -34 952 295 288 978 302 294 978 304 295
35 -54 1063 283 282 1095 292 287 1104 295 290
35--44 1028 265 230 1063 278 256 1072 278 258
45 -54 1103 305 318 1129 313 323 1140 317 325
55--64 970 224 352 982 356 355 990 359 358
65 and over 500 224 206 578 257 244 | 594 264 250
Females: |
Up to 59 563 236 291 600 253 306 622 262 315
60 and over 200 1s1 167 264 189 22 289 206 242

Total 858 283 277 839 295 290 904 298 294

I e o o T R R T T RSN
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Table A. 10. The Effect of National Insurance Contributions and Benefits and of All Taxes and Transfers on
Average Income by Fumily Size and by Sex and Age of the Family Head, 1969

(IL per month)

o

Income Income Income

Before Transfers, Adjusted®  After All Taxes and Transfers After National Insurance
Contributions and Benefits

Per family P.s.p.  Per person Per family P.s.p. Per person Per family P.s.p.  Per person

Family size

Unrelated individuals 313 250 313 314 251 314 333 267 333
Childless famities 845 378 353 693 310 291 822 367 345
Families with children

1 -3 children 1064 322 271 852 258 216 1015 308 259

45 children 784 168 116 725 155 107 775 166 114

6 or more children 643 109 67 673 115 70 672 114 70

Sex and age of family head

Males:

Up to 64 1027 302 304 821 244 238 979 288 289

18-34 025 297 293 741 239 232 879 283 277

18-24 634 254 275 335 215 228 592 237 256

25_.34 975 302 296 177 242 233 929 288 280

35_54 1088 290 288 880 236 227 1043 278 _ 274

35. 44 1052 271 256 866 225 206 1013 262 244

45_.54 1129 312 325 895 250 252 1077 298 308

55 _64 992 360 359 769 28] 273 934 339 339

65 and over 508 229 209 516 228 221 550 245 233
Females: :

Up to 59 576 241 297 331 225 266 . 569 239 290

60 and over 209 153 168 272 193 231 254 182 212

Total 878 290 283 728 241 237 850 281 276

® Adjusted to the effect of shifting employers share of national insurance contributions onto wages.
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Table A. 11. The Effect of National Insurance Benefits and of All Transfers on Income of Highest and Lowest Decﬂﬁ
by Family Size and by Sex and Age of the Family Head, 1969.
Pre-Transfer Income [ncome Afgi"ngég‘mﬂ Insurance Post-Transfer income
Lowest decile Highest decile = Lowest decile = Highest decile = Lowest decile  Highest decile
Average Share of Average Share of Average Share of Average Share of Average Share of Average Share of
EIB) i ;:;ic %p.s.p. | total p.s.p | total p.s.p. | total  p.s.p. | total  p.s.p. | total
(I L) income % (II)  income%(JL) income %(]L) income % (IL) income %
Family size
Unrelated inividuals 0 0.0 842 343 15 0.6 854 302 53 1.8 864  29.1
Childless families 19 0.5 1076 29.3 59 1.6 1085  28.5 17 2.1 1087 28.2
Families with children
| -3 children 69 2.1 769 249 77 2.3 7717 246 86 2.6 783 24.5
4 -5 children 32 2.0 410 244 46 2.6 420 237 63 3.5 783 24.5
6 or more children 2§ 2.3 228 22.1 44 3.6 243 199 62 5.0 245 19.3
Sex and age of family hea
Males:
Up to 64 54 1.5, 826 299 65 1.8 831 294 74, 2.0 834 29.2
18-34 60 1.9 764 275 67 2.0 769 269 72 2.2 770 26.8
18-24 66 2.4 $66 250 69 - 2.5 S68 239 713 2.6 576  24.0
25-34 60 1.8 782 274 67 2.0 787 272 73 2.1 787 27.0
35-54 53 1.8 789 304 66 ° 1.9 795 294 76 2.1 800 29.3
35-44 55 1.7 719  29.- 69 2.1 726 282 76 2.3 730 28.1
45-54 ' 51 1.3 869 316 63 1.6 87§ 306 76 1.9 878 30.5
5564 49 1.1 1040 309 58 1.4 1042 305 72 1.7 1044 303
65 and over 0 0.0 718 330 40 1.6 754 299 65 25 766  29.2
Females:
Up to 59 5 0.2 712 334 33 1.2 731 319 6] 2.2 740  30.6
60 and over 0 0.0 531 337 2 0.1 553 276 43 2.2 557 254
Total 35 1.2 807 302 57 1.8 Bi1s 294 71 2.2 819 29.2
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Table A. 12. The Effect of National Insurance Contributions and Benefits and of All Taxes and Transfers on lncome
of Highest and Lowest Decile by Family Size and by Sex and Age of the Family Head. 1969.

Income After National Insurance Income Atter All Taxes and Transfers

Contributions and Benefits

. Ratio be- : . .
Lowest decile Highest decile tween Lowest decile Highest decile

Ratio between

. Average Share of  Average Share of gverage in- Average Share of  Average Share of average income
total total come of total of lowest and
PSP income PSP income lowestand PSP jncome PSP fotal  piopect deciles
(IL) % (IL) &% h.lshl estde (1) % (IL) incomex
Family size
Unrelated individuals 10 0.4 813 30.5 0.013 45 1.8 666 26.5 0.069
Childiess families 54 1.6 1052  28.8 0.052 38 1.3 821 26.7 0.047
Families with children
) -3 children 71 2.2 752 250 0.094 78 2.9 561 22.3 0.139
4—5 children 41 2.5 403  24.] 0.103 56 3.6 312 19.9 0.180
6 or more children 39 3.4 232 20.2 0.170 58 5.2 206 17.8 0.281
Sex and age of famil
Males:
Up to 64 59 1.7 803  29.7 0074 60 1.9 606 27.0 0.099
18-34 61 1.9 741 27.2 0.083 66 2.5 544 24.] 0.121
18--24 63 2.4 537 242 - 0.118 67 2.8 468 22.8 0.145
25-34 61 1.9 760 337 0.08f 66 2.4 551 24.2 0.120
3554 61 1.8 769  29.8 0.080 69 2.4 583 27.1.  0.119
35-44 63 2.1 701 285 0.091 69 2.6 54 26.0 0.129
45-54 58 1.5 847 311  0.068 68 2.2 626 278  0.110
5564 53 1.3 1010 309 0053 16 0.0 764 284,  0.022
65 and over 36 1.4 728 30.4 0.050 60 2.7 635 29.1 0.096
Females:
Up to 59 29 1.0 700 323 0.043 55 2.3 608 29.1 0.091
60 and over -0 - 0.0 536 27.8 0.001 40 2.2 521 27.2 0.077
Total 52 1.7 78  28.7 0.066 58 2.2 607 27.3 0.096

e
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