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1. The Austrian tax-benefit system: an overview

The size of the public sector in terms of reveraas$ expenditures is large in Austria. Despite this
fact, there is evidence that its redistributive awipfrom high to low income classes is limited. On
the revenue side, progressive income and propaxigtion is low but regressive social security
contributions and indirect taxes are high. On tkgeediture side, the principle of horizontal equity

is prevalent and means testing is of hardly anyontgmce.

In Austria, in 2001 the level of taxation amourds4b,4 per cent of GDP (Statistik Austria 2003a,
543) and is above the already high EU average.&\thé high level of taxation in Austria indicates

the high capacity of the public sector to affea #tonomy, the composition of public revenues
implies a rather low degree of progressivity. Ir02Qaxes on income and profits amount only to
31,5 per cent and taxes on property to 1.3 per aktutal tax revenues, that is, far below the EU
and OECD average. On the other hand, social sgaoittributions, taxes on goods and services
and payroll taxes, with proportional or even regnes redistributive impact, made up more than
two thirds of total revenue (Statistik Austria 20624).

The level of total social (public and mandatoryvpte) expenditure with regard to GDP is in
Austria to some extent above EU-average and lagsbye OECD-average. In 2001 it amounted to
28,5 per cent of GDP (BMSG 2004) In 1998, the koshare of social expenditures went to outlays
related to old-age pensions, namely 36 per cent $hare is much higher than EU or OECD
average where it is roughly one third. Also, expemds on family policy are higher than on

international average.

! This section draws heavily on and updates Guge{1997), ,Redistribution by the State in Austripgper presented

to the European Economic Association Conferencalouse 1997.



Table 1. Public sector revenues 2001 and social exulitures 1998 in Austria

REVENUES 2001 Direct taxation Indirect taxation
. Social se- Goods
Public Income ;
.. curity Property  Payroll and
sector and profit .
con- taxes taxes services
revenues | taxes o
tributions taxes

% of GDP | % of total taxation*
Austria 45,4 31,5 32,7 1,3 6,0 27,2
OECD 36,9 37,0 26,6 5,2 2,1 31,6
EU 41,0 35,9 27,7 4.8 2,2 29,5

Social Disability,
EXPENDITURES expen- Old age+ Injury, Family Unemploy Health
1998 . ; -ment++

ditures Sickness+

% of GDP| % of total social expenditures
Austria 27,6 36,0 12,1 11,0 49 20,9
OECD 215 32,7 11,3 8,3 9.4 26,0
EU 249 33,5 9,3 8,7 10,4 23,9

* Difference to 100%: other taxes; + without “sees for the elderly and disabled”; ++ includingtiae labour market
programmes”

Source: Statistik Austria 2002, 544; Statistik AiasP003a, 543; OECD Social Expenditure Data Basé1)

1.1 The revenue side

1.1.1 Development

During the past three decades, property revenues\hdually exploded and the share of hon-wage
income in national income has increased (consetwlehe wages share has declined). While the
tax-income ratio of non-wage income componentsdeaseased, the tax burden of wage and salary
earners has significantly increased. Thus, non-wageme recipients have not only received an
increasing share of national income, their tax baortias also declined. Therefore, wage earners
have financed an ever increasing part of publi¢oseactivities. In 1970, the proportion of income
tax paid by wage earners and pensioners amountéd.fiopercent of direct taxation (including
social security contributions) and the share ofitfttdme tax on non-wage income and corporate
revenues amounted to 17.0 percent. However, by, 84proportion of income tax paid by wage
earners and pensioners had increased to 24.9 pafcdirect taxation while the share of income

taxes paid out of non-wage incomes fell to 9.7 @etr¢Guger 1997).

There are several reasons for this declining tagdruon non-wage income: i) change in the 1970s

from household to individual taxation, causing dd®n increase in the participation rate of spouses
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of businessmen in smaller businesses and profedsjoii) increase of possibilities of reducing
taxable profits; iii) significant change in the cpasition of non-wage: between 1970 and 1993,
profits increased by 270 percent, but revenues filoancial assets by 1.044 percent. Taxation of
interest revenues could be avoided because of ammus/ bank and capital accounts and a
negligible amount of capital revenues had beendtanetil 1978. Then, a so-called "source tax" on
interest payments of 7.5 percent was introducedgtwhas been increased to 25 percent (Capital
Income Tax/"Kapitalertragsteuer”) in the 1990iemwsdver, in exchange, asset taxes and death
duties on financial assets have been abolishegeadher.

1.1.2 Social security contributions

The social security system is financed by both eygis and employees. For almost 90 percent of
employees, their contribution to social securitythie highest tax payment. In the private sector,
there is a low threshold and a ceiling for soamurance contributions which means that people
who earn less than the threshold fall out of theisddnsurance systeTrand people who earn more

than the ceiling pay a constant amount which meangn a ceiling to pensions and unemployment

benefits. About 10 percent of employees are aboeeeiling.

From a distributive point of view, the ceiling meathat the redistributive impact of these social
security contributions is regressive. In additisogial security contributions are tax deductilbeist
reducing the degree of progressivity. Thereforeilevemployees in the lower half of the income
distribution earn about 30 percent of total incothey pay nearly 34 percent of all social security
contributions. Since 1983, the degree of regreysofi social security contributions has actually
increased (Guger 1997).

1.1.3 Personal income tax (income tax on wages angipns)

Income tax amounts to about one third of all teed to about 60 percent of all direct taxes. Apart
from profits and capital revenues tax, the income dn wages, salaries and pensions is the most

progressive public revenue in Austria (the assetas abolished in 1993).

2 Nevertheless there is for example the possilfilityopting-in in case of minor occupation (“geritigfge
Beschaftigung”).



As a result of expansion in tax concessions, thetrhan income tax system had until the late 1980s
been characterized by high marginal tax rates dod and ever decreasing degree of progression.
Therefore, a new income tax bill in the late 198@wed at lower marginal tax rates but higher

taxable income by limiting tax concessions. Consetly, the degree of progressivity increased

despite a reduction of the highest marginal tae fiztm 62 to 50 per cent.

Nowadays the tax scale has four brackets from Pdepé (starting with an income of 50.000

ATS/year) to 50 percent, with the highest margiaal rate applicable for taxable annual incomes
above 700,000 ATS. In addition, a special flat rate6 percent applies to bonuses or other
remunerations limited to one sixth of current ineonConsequently, in Austria, almost every

employee receives 14 monthly payments of which mwamths' payments are called bonuses. This
flat rate taxation of some parts of remuneratiomeis the highest marginal tax rate to 43.7 percent.
On top of that, this flat rate also applies to samee payments which can — for employees in the old

system — amount to up to 12 months' earnings.

The degree of progressivity is further substantiaiduced by a number of tax concessions: i)
social security contributions are a standard dedicii) there are a number of work-related tax
concessions, such as expenses for further edugatipnhere are tax concessions for special
perennial expenses, such as premiums of privateigremsurance, certain payments for residential

housing, or the acquisition of specific bonds, etc.

However, since the tax reform of 1993, the degfgaagressivity has been significantly increased:
first, tax credits have been extended (but in 28081ly tapered), and second, a form of negative tax
has been introduced, so that if certain tax creatigshigher than tax liability the tax office pdhe

taxpayer the difference.

1.1.4 Indirect taxation: Taxes on goods and services

Indirect taxation has been a rather large compooiketite Austrian taxation system. More than one
quarter of all public revenues are taxes on goodssarvices, which is slightly below EU average,
but, in addition, there are also payroll taxes lodwdt 6 percent. The most important indirect tax is
the value added tax. The normal VAT rate is 20 @atrand there is a reduced rate of 10 percent for
essentials like food, housing and printed matikesbhooks and newspapers. VAT revenues amount
to about two thirds of all indirect taxes. The ras¢ mainly other taxes on goods and services,
duties, fees and user charges.



According to Guger (1997), the redistributive impaxd indirect taxes in Austria is clearly
regressive. In the lowest decile, indirect taxesamh to about a quarter of gross income, in thh fif
decile, to 13.8 percent and in the top decile t@ p@rcent. Since indirect taxation is more or less
proportional to expenditures in all income categ®rihe higher savings ratio in the higher income

groups are the main reason for the regressive ingfaedirect taxation.

1.2  The expenditure side

The expenditure side of the Austrian welfare siatelominated by the principle of horizontal
equity. For most public benefits, entitlements specified by categorical definitions, such as age,
family status or economic status, independent ofecti income or assets. However, due to the
social insurance system which is based on incorageck contributions, pensions, unemployment
benefit (“Arbeitslosengeld”), unemployment assis&(‘Notstandshilfe”) and sickness benefits are
related to past income levels and social statugt€wbr blue-collar worker or public servant). Only
social assistance, unemployment assistance, suepteno parental leave benefits (“Zuschuss zum
Karenzgeld”), extended parental leave benefit (‘tBwnotstandshilfe”) and housing support are
means tested. With the exception of pensionstaikter payments are tax free.

1.2.1 Family support

Family support is rather generous in Austria. Teedits and family allowances for two children
amount to 18.6 percent of the gross income of arame production worker in the mid-1990s
(Guger 1997). Only in Iceland, Luxembourg and Batgiare tax credits and family allowances
higher than in Austria.

The most important single transfer payment to fewilis the age-related family allowance
(“Familienbeihilfe”). In addition, there are childx credits paid in cash together with the family
allowance (constructed as negative tax and, thss,granted when the allowee has little or no tax
liability).

In addition to the regular maternity benefits aadvie for 16 weeks for mothers (“Wochengeld”),
waged or salaried mothers or fathers of new-bordrem are entitled to parental leave for one and
a half years (an additional half a year is granifealso the spouse takes parental leave). Duhig t

leave a flat rate parental leave benefit (“Karetd@eis paid. There is also special assistance
(“Zuschuss zum Karenzgeld”) for single mothers ougles with low income of the spouse and a

continuing benefit (“Sondernotstandshilfe”) up taeoyear if the mother can prove that she cannot
10



find appropriate day care that would enable hexctept a job. Besides these birth-related benefits
there are also schooling-related benefits sucheastéxt books in primary and secondary education
(however, with retained amount) and free transpartpupils and subsidies in this regard for
students who are entitled to family allowances.

These family-related benefits are mainly financkaugh the Family Allowance Fund which is
funded by an earmarked payroll tax of 4.5 pertend by income tax revenues. In addition, the

Unemployment Insurance Fund contributes about 8€epé of parental leave benefits.

Guger (1997), confining the analysis to familieshaghildren, finds that family support is more or
less evenly distributed; while in the lower decigegport per child is higher, in the upper deciles
the number of children per family is higher. Them®, however, important differences in the
distributive impact of the various measures: bralated benefits are more likely to assist middle-

and low-income groups, where more young familiesrapresented.

1.2.3 Unemployment insurance

The Austrian unemployment insurance system is sBogjenerous as family support. In general,
unemployment benefit (“Arbeitslosengeld”) is grahfer 20 weeks and up to 78 weeks for female
employees over 55 years and male employees ovge&® of age. When the benefit period runs
out, and no job has been found, unemployment assist(“Notstandshilfe”) is available. However,

for granting unemployment assistance also the igcohthe spouse is taken into account.

For the 90 percent of employees who earn less ttarceiling of the social security system, the
replacement ratio of unemployment benefit — whemot taxed — is 55-60 percent of the last net
income (basic amount of unemployment benefit).dditon, there is a family supplement for each
dependent family membérThe basic amount of unemployment assistance id pai92 to

% This payroll tax could be considered as the engssycontribution to finance family benefits siftosas taken into

account in wage negotiations when it was introduced

*In detail: If the unemployment benefit would bedehan ATS 281,20/day, the replacement ratiocieased from
55% up to 60%, if there is entitlement to familypplement up to 80%. The general upper-limit ofuhemployment
benefit is ATS 496/day.
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95 percent of the basic amount of unemployment fitechAgain there is a family supplement for

persons with dependent family members.

According to Guger (1997), unemployment benefitd anemployment assistance are the most
progressive public expenditures. This is linkedthe fact that the probability of becoming

unemployed is much higher in lower income claskan tn the higher.

1.2.4 Education and health

Despite the fact that a larger proportion of owldgr primary and secondary education is
distributed to the upper half of the populationistexpenditure is still moderately progressive.
However, expenditure at the university level haggressive impact on the redistributive process.
As for health expenditures — increasing as in tlE&CD area in general — although higher income
classes receive a larger part of those expenditdues to the higher household size, health

expenditures are clearly progressive (Guger 1997).

1.3  The net incidence of the public sector

In Austria, income and property taxes are low anly snoderately progressive; this feature is due
to a number of tax concessions which substantlaiiyer the tax rate for high incomes. Indirect
taxes and social security contributions, which havegressive effect on the distribution, make up
almost 70 percent of all public revenues. Thusdihgree of progression of public revenues is very
moderate. In turn, public expenditures seem to haweee of a redistributive impact, although
eligibility, and hence the distribution of publixpenditures, are dominated by the principle of
horizontal equity and means testing is of littlgportance. Consequently, in absolute money terms,
higher income classes in which incidentally the detwold size is larger receive most public
benefits. Only unemployment benefits, unemploynessistance and supplement to parental leave
allowances (“Zuschuss zum Karenzgeld”) for singletmrs or couples with low income of the
spouse are, in absolute terms, distributed to atgrextent to low-income groups. In spite of this,
in relation to income, low-income classes receiv@arpublic benefits than high-income groups.
Thus, the expenditure side seems progressive. im #uthere is redistribution by the state in

Austria, it is by public expenditures rather thanploiblic revenues (Guger 1997).

® 95% if the unemployment assistance does not exa&&d281,20/day; otherwise 92%. In addition therarn upper

limit of the unemployment assistance dependingherduration of insurance.
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2. Description of the modelled tax-benefit instrumets

2.1 The scope of the simulation

The Austrian tax-benefit system is a rather comples. This is mainly due to the complexity of the
social insurance legislation, the number of differdransfers and the “mix” of relevant
administrative responsibility (federal, provincitdcal). Due to the limitations of available micro-
data, not all instruments lend themselves to sitimraln order to correctly interpret model resplts
it is therefore essential to clarify the scopehaf simulations. In the following table, we will tine
what parts are and are not included in the cuwergion of EUROMOD. Of course, the amounts of
non-simulated instruments may still play an impottaole in determining people’s income
situations (e.g., pensions). In general, therefarepunts, which cannot be simulated are taken
directly from the data (entry “Data” in the thirdlumn). However, in a few cases, information on

instruments is neither simulated nor available ftbenmicro-data (“None”).

Table 2. Tax-/benefit-instruments simulated or taka from data

Instrument Comments Simulated / % of
Data/ None | GDP*,
2001
1. TAXES
Income tax (“Einkommensteuer”) Federal Income Tax. miBated 9.28
Capital Income Tax Simulated 0.97
("KESt"+"KESt auf Zinsen ")
Church Tax Not actually a tax: paid to and None 0.18
(“Kirchenbeitrag”) collected by the church.
Property Tax Municipal tax on real estate. Basetlone 0.20
(“Grundsteuer B”) on official values (“Einheitswert”)
of real estate.
Value Added Tax See separate report on indirect | Simulated 8.14
(“Umsatzsteuer/MWSt”) taxes.
Other indirect taxes See separate report on indirect | Simulated 2.79
(“Verbrauchsabgaben”) taxes.
Estate and Gift Tax None 0.08
(“Erbschafts- und
Schenkungssteuer”)
2. SOCIAL INSURANCE
CONTRIBUTIONS
Non-Civil Servant Employees Health Insurance Simualate 357

13



Pension Insurance

7.03

Unemployment Insurance 1.85
Compulsory Union Contributions 0.1¢
("Kammerumlage")
Housing Subsidy 0.29
("Wohnbauférderungsbeitrag")
Building Worker Vacation- and | None 0.02
Severance-Pay-Fund
(“Bauarbeiter Urlaubs- u.
Abfertigungskasse")
Civil Servants Health Insurance Simulated 0.29°
Pens. Ins. (incl. contr. pensioners) 1.02
Housing Subsidy 0.07°
("Wohnbauférderungsbeitrag")
Employers Health Insurance Simulated
Pension Insurance
Unemployment Insurance
Accident Insurance 0.57
Bankruptcy Fund 9
("Insolvenzentgeltsicherung"
Family Benefits Fund 1.54
("Familienlastenausgleichsfonds')
Housing Subsidy
("Wohnbauférderungsbeitrag")
Nightshift-Heavy Labour None 0.01
(“Nachtschichtschwerarb.Beitr.”)
Self-Employed Health Insurance Simulated 0.39
Pension Insurance 0.57
Accident Insurance 0.04
3. TRANSFER PAYMENTS
(FAMILY)
Family Benefit Universal benefit for children Simulated 1198
(“Familienbeihilfe”™)
Short Term Pregnancy Benefit Data (partly; | 0.14"
(“Wochengeld”, “Betriebshilfe”) aggregated with
other benefits)
Maternity (Parental Leave) Data 0.22
Benefit (aggregated
(“Karenzgeld”; “Teilzeitbeihilfe”) with other
benefits)
Maternity Allowance Supplement Supplement maternity benefit for| Simulated ?
("Zuschuss zum Karenzgeld odersingle Parents (universial) and low
zur Teilzeitbeihilfe") income couples (means tested).
Small Children Benefit Income tested benefit for small | Simulated 0.00...
("Kleinkindbeihilfe") children who are cared for by the
parent(s).
Newborn health check bonus Benefit paid as an incentive to | Simulated 0.00...
("Mutter-Kind-Pass-Bonus") have follow-up health checks done

after birth of a child.
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Family Hardship Compensation | One-time benefit for cases where None 0.00...
(“Familienharteausgleich”) all other sources of assistance have
been exhausted.
Child Care Benefit for Short-term benefit paid to enable None 0.00...
Unemployed unemployed people with children
(“Kinderbetreuungsbeihilfe”) to partcipate in the labour market
and/or training courses.

Provincial Family Bonus Province specific income tested | Simulated ?
(“Familienzuschuss der benefit for low income families
Bundeslander? with small children. i
SUBSIDISED KINDERGARTEN None 0.37
("OFFENTL. KINDERGARTEN"
4. TRANSFER PAYMENTS
(EDUCATION)
Free use of public transport for | In-kind benefit None 0.14
students and apprentices
(“Schuler- und
Lehrlingsfreifahrt”)
Student grants Means tested benefit for students Data 0.02%
(“Schulerbeihilfe”; who continue school beyond (aggregated
“Heimbeihilfe”) compulsory schooling. with other

benefits)
Provision of school books In-kind benefit None 0.04
("Schulbuchaktion")
Student grants (Higher Ed.) Means tested benefit for students Data 0.06’
(“Studienbeihilfe”) in higher education. (aggregated

with other

benefits)
Free accident insurance for None 0.00...
students
(“Beitragsfreie
Unfallversicherung fur
Schulerlnnen und Studentinnen?)
5. TRANSFER PAYMENTS
(UNEMPLOYMENT)
Unemployment Benefit Data (will be 0.48
(“Arbeitslosengeld”) simulated in

future versions

of EUROMOD)
Unemployment Assistance Data (will be 0.25
(“Notstandshilfe”)/Extended simulated in

©2001 incl. Kaerntner Kindergeld.
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Parental Leave future versions
(“Sondernotstandshilfe”) of EUROMOD)

6. TRANSFER PAYMENTS
(SICKNESS, DISABILITY)

Free Health Insurance for None 0.78'
relatives
(“Beitragsfreie
Krankenmitversicherung flr
Angehérige”Y
Sickness Benefit Data 0.19"
(“Krankengeld”)
Prescription fee waiver Income tested None 0.53
(“Rezeptgebuhrenbefreiung”)
Health service cheque fee waiverincome tested None 0.53
(“Krankenscheingebuhrenbefreiu
ng")
Accident pension Data 0.16°
(“Versehrtenrente”)
Disability Benefit Data 0.78%
(“Pflegegeld”) (aggregated

with other

benefits)
7. TRANSFER PAYMENTS
(OLD AGE, SURVIVORS)
Old Age Pension Data 6.40"
(“Alterspension”; “Ruhegenuss”) (aggregated

with other

benefits)
Early Retirement Pension Data 1.48%
(“Vorzeitige Alterspension”) (aggregated

with other

benefits)
Part-time Retirement Pension Data 0.01"
(“Gleitpension”) (aggregated

with other

benefits)
Disability Pension Data 0.92°
(“Invaliditatspension”)
Survivor Pension Data 1.62
(“Witwen- und Waisenpension”)
Minimum Pension Non-Civil Simulated 0.35
Servants

(“Ausgleichszulage”)

" In 2001 abolished for those who do not or haveraise(d) children.
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Minimum Pension Civil Servants
(“Erganzungszulage”)

Simulated

Extra Child Benefit for Pensione
Parents. Non-Civil Servants.
(“Kinderzuschuss”)

Simulated

0.01

Extra Child Benefit for Pensione
Parents. Civil Servants.
(“Kinderzulage”)

.

Simulated

0.00...

8. TRANSFER PAYMENTS
(HOUSING)

Social Housing
(“Gemeindewohnungen”)

Municipal in-kind transfer.

None

Subsidised Housing
(“Objektférderung: Geforderte
Miet,- Genossenschafts- und
Eigentumswohnungen”)

Responsibility of the provinces.

None

Housing Benefit
(“Wohnbeihilfe)

Responsibility of the Provinces.
Means tested. Only available if
living in subsidised Housing.

Data

0.06

Rent Subsidy
(“Mietzinsbeihilfe™)

Very low income limits - no
longer important.

Data

0.00...

9. TRANSFER PAYMENTS
(MINIMUM STANDARDS)

Social Assistance (1) — Cost of
Living

(“Sozialhilfe — Hilfe zur
Sicherung des
Lebensunterhaltes”)

Province specific. Means tested.

Simulated

9.20

Social Assistance (2) —
Exceptional Circumstances
(“Sozialhilfe — Hilfe in
besonderen Lebenslagen”)

Province specific.

None

Exemption from telephone and
public broadcasting fees
(“Befreiung von Telephon-,
Radio- und Fernsehgebihr”)

None

*2001: 2,915,216 Mio. ATS (Statistik Austria 2002)
Note 1: Sources: BMSG 2002, Hauptverband der @stdischen Sozialversicherungstrager 2002b, Kanfiimer
Arbeiter und Angestellte 2001, Kammer fur Arbeited Angestellte 2002, Statistik Austria 2002, StitiAustria,

http://www.statistik.at
Note 2: Own estimate
Note 3: Bundesvoranschlag fur 2000

Note 4: Sum of components from different years

Note 5:
Note 6:
Note 7:

Employer contributions plus employee cdmittions

Excluding civil servants and voluntary gdnitions

Employer contributions plus self-employeatcibutions

Note 8: Sum of Social Assistance (1) (incl. sicleakslp) and Social Assistance (2)

Note 9: reference statistics not available yet

Note 10: without Selbsttrager
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Note 11: Expenditure for 1999
Note 12: Expenditure for 2000
Note 13: Bundesvoranschlag fur 2001

In the table below, we show those instruments dhatsimulated by EUROMOD. The order in the

table (from top to bottom) represents the ordewlnch the instruments (“policies") are computed
in the model (e.g., employee social insurance dmuttons need to be computed before income
taxes because they are tax-deductible). This issthealled "policy spine” as represented by the
EUROMOD parameter file "spine.xIs". Note, that Ire tdetailed description of instruments further
below we do not follow entirely this sequence. éast, we arrange the different instruments into
three main groups (taxes, contributions and bes)dfitorder to provide a more intuitive overview

of the Austrian system.

Table 3. Name and description of simulated policies

Policy Name

SBEN_CB_AT
SBEN_CBdis_AT

IBEN_MaterYadd_AT

IBEN_MaterYaddCS_AT
IBEN_PenChBon_AT
IBEN_PenChBonCS_AT
EESICui_AT
EESIChousing_AT
EESICunion_AT
SESIChi_AT
SESICpi_AT
SESICdi_AT
IBEN_MinPen_AT
IBEN_MinPenCS_AT
EESICpi_AT
EESIChi_AT
ERSICui_AT
ERSICpi_AT
ERSIChi_AT
ERSICdi_AT
ERSIChousing_AT

ERSICfamben_AT
ERSICbank_AT

Policy Description

child benefit (“Familienbeihilfe”): basic amount

addition to child benefit for disabled children

Maternity Allowance Supplement Non-Civil Servants (“Zuschuss zum Karenzgeld oder zur
Teilzeitbeihilfe™)

Maternity Allowance Supplement Civil Servants ("Zuschuss zum Karenzgeld oder zur
Teilzeitbeihilfe")

Child Bonus for Pensioners ("Kinderzuschuss (ASVG)")

Child Bonus for Civil Service Pensioners ("Kinderzulage (PG)")
employee contributions to unemployment insurance

Employees' Contribution to Housing Subsidy ("Wohnbaufoerderungsbeitrag")
Employees' Compulsory Union Contributions (“Kammerumlage")
self-employed contributions to health insurance

self employed contributions to pensions insurance

self employed contributions to disability (accident) insurance
Minimum Pension ("Ausgleichszulage")

Minimum Pension for Civil Servants ("Ergaenzungszulage")
employee contributions to pensions insurance

employee contributions to health insurance

employer contributions to unemployment insurance

employer contributions to pensions insurance

employer contributions to health insurance

employer contributions to accident insurance

Employers' Contribution to Housing Subsidy ("Wohnbaufoerderungsbeitrag")

Employers' Contribution to Family Benefits Fund ("Beitrag zum
Familienlastenausgleichsfonds")

Employers' Contribution to Bankruptcy Fund ("Insolvenzentgeltsicherung”, IESG)
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ITL_AT income tax

SBEN_CBsupp_AT Child benefit: supplements for 2™ and further children
SBEN_SCB_AT small children benefit (“Kleinkindbeihilfe”)
SBEN_CBB_AT Newborn health check bonus ("Mutter-Kind-Pass-Bonus")
SBEN_FamBonB_AT Family bonus Burgenland ("Familienzuschuss des Landes Burgenland")
SBEN_ItmatbenK_AT Long Term Maternity Benefit Kaernten (Kaerntner Kindergeld)
SBEN_FamBonK_AT Family bonus Kaernten ("Kaerntner Familienzuschuss")
SBEN_FamBonN_AT Family bonus Niederoesterreich ("Niederoesterr. Familienzuschuss")
SBEN_FamBonO_AT Family bonus Oberoesterreich (“Familienzuschuss des Landes Oberoesterreich")
SBEN_FamBonS_AT Family bonus Salzburg ("Salzburger Familienfoerderung”)
SBEN_FamBonST_AT Family Bonus Steiermark ("Familienbeihilfe des Landes Steiermark")

Family bonus Tirol ("Erziehungszuschuss | u. Il des Landes Tirol"; "Familienschilling des
SBEN_FamBonT_AT Landes Tirol")
SBEN_FamBonV_AT Family bonus Vorarlberg ("Familienzuschuss des Landes Vorarlberg"
SBEN_FamBonW_AT Family bonus Vienna ("Wiener Familienzuschuss")

Social Assistance Burgenland ("Sozialhilfe Burgenland: Hilfe zur Sicherung des
SBEN_saB_AT Lebensunterhaltes")

Social Assistance Kaernten ("Sozialhilfe Kaernten: Hilfe zur Sicherung des
SBEN_saK_AT Lebensunterhaltes")

Social Assistance Niederoesterreich ("Sozialhilfe Niederoesterr.: Hilfe zur Sicherung des
SBEN_saN_AT Lebensunterhaltes")

Social Assistance Oberoesterreich ("Sozialhilfe Oberoesterreich: Hilfe zur Sicherung des
SBEN_saO_ AT Lebensunterhaltes")

Social Assistance Salzburg ("Sozialhilfe Salzburg: Hilfe zur Sicherung des
SBEN_saS_AT Lebensunterhaltes")

Social Assistance Steiermark ("Sozialhilfe Steiermark: Hilfe zur Sicherung des
SBEN_saST_AT Lebensunterhaltes")
SBEN_saT_AT Social Assistance Tirol ("Sozialhilfe Tirol: Hilfe zur Sicherung des Lebensunterhaltes")

Social Assistance Vorarlberg ("Sozialhilfe Vorarlberg: Hilfe zur Sicherung des
SBEN_saV_AT Lebensunterhaltes")

SBEN_saW_AT Social Assistance Vienna ("Sozialhilfe Wien: Hilfe zur Sicherung des Lebensunterhaltes")

2.2 Income tax (T1_AT)

2.2.1 Cost of earnings deduction ("Werbungskostemgibat it _Ear nCost _ded)

When calculating income tax, the first deductiordiss the "cost of earnings" deduction. The
amount of deduction from employment incoreenpY _IL=emp)(is 1,800 ATS annually.

2.2.2 Deduction for single earners ("Alleinverdiehet _i t _si ngear n)

If the annual earnings of the partner does not exk@&9,000 ATS (60,000 ATS if the couple has
child) the person is treated as single earner. dtermining relevant partner earnings, the

preferentially taxed part of any special earnimgsch as 18 and 14' monthly salaries, parameter
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OthEarn_IL) are subtracted (up to a maximum of 23,000 ATSyear: parametehreshold. The
preferentially taxed part of special earnings is sixth (parametesinnual_fraction) of the regular

annual earningsSingEarner_ILminusOthEarn_IL).

2.2.3 Limited expenditure deduction ("eingeschraabkzugsfaehige Sonderausgaben”,
at_it_exp_ded)

Expenditures gxpenditure_IL=LimitedEXpare deductible from earningsafnings_IL=earningps

at a rate of 0.25 up to an annual ceiling of 40,80@. An additional ceiling of 40,000 ATS/year
comes to the regular ceiling if the person is €regdrner (see above), and 20,000 ATS/year is added
for persons with more than 3 children. For incorbetveen 500,000 and 700,000 ATS/year the
deduction is tapered (at 700,000 it is tapered.to 0

2.2.4 Church tax deduction ("Kirchensteuerabzuag",i t _Chur chTax_ded)

A maximum amount of 1,000 ATS/year (ceiling=1,0@®)eductible for church tax. Not in fact

simulated because no information on paid churchrtabata.

2.2.5 Charitable donations deduction ("Abzug voarfien an beguenstigte Institutionen”,
at _it_donations_ded)
Charitable donations are deductible from earningtouhe limit of 10% of the earnings. Not in fact

simulated because no information on donations ia.da

2.2.6 Exceptional costs deduction ("AussergewoehalBelastungent it Except Cost _ded)

Exceptional costs ExceptCost_IL=ExceptCosk.g. additional costs of disabled children) are
deductible from taxable income (excluding tax dsdncome_IL=taxableY_ex_ffaHowever, for
some of the exceptional costs the taxpayer hasrtibute a retained amount, which increases with

higher income (cf. Table 4).
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Table 4. Annual income and retained amount excepti@l cost deduction

Annual income Retained amount
-100,000 6%
100,001-200,000 8%
200,001-500,000 10%
500,001- 12%

The retained amount is reduced by 1% point for edld and/or if taxpayer is entitled to single

earners or lone parent tax credit.

Currently there are no entries in exceptional cmgtsme concept (parametexceptCost_l), since
we don't have required variables in the data, aunesetly the effects of this deduction do not show

up in the model.

2.2.7 Disability tax-free allowance ("Behindertezibetrag,at it _di sab_tfa)

Table 5 presents the annual amounts of tax-fregvalice depending on the degree of disability.

Table 5. Degree of disability and annual disabilityax free allowance

Degree of disability Annual tax-free allowance

25-34% 996
35-44% 1,332
45-54% 3,324
55-64% 4,020
65-74% 4,992
75-84% 5,964
85-94% 6,960

95%- 9,984

The tax unit in this case is the familyAX_UNIT=CB_Family. If the person receives care-benefit

(“Pflegegeld”), the tax-free allowance is cut bg timount of the care-benefit.

2.2.8 Self assessment income tax-free allowancgeiftrag fuer zu veranlagende

Einkommensartengt _it sel fass_tfa)

The amount of tax-free allowance is 10,000 ATS/y&ae income concepts for this allowance are

selfassYandtaxableY_ex_anyded
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2.2.9 Tax-free allowance for agricultural worketsgndarbeiterfreibetrag",
at _it_AgriWrker _tfa)

The tax-free allowance amount is 2,340 ATS/yeamafnicultural workers.

2.2.10 Deduction of part of “Other Earningsaf_it O hEar n_ded)

“Other Earnings” (“Sonstige Bezuege”) include €1§/14 monthly payments, which are exempt
from taxation at the normal rate structure. On o#®nings below 8,500 ATS/year no tax is paid,
the upper limit of preferential tax ratéxed_rate=0.0¢ is 1/6 of annual income excluding other
earnings &nnual_fraction=1/§. The income concept for other earning©thEarn_IL,for overall

earnings (including other earningskispY+Pen.

2.2.11 Common Tax Schedute (i t _schedul e)

Table 6 below, includes income brackets and rateAdistria.

Table 6. Income brackets and tax rates income-tax

Income brackets (ATS/year) Tax rates
- 50,000 0%1098: 10%
50,001-100,0001(998: 50,001-150,000  21% (998: 22%
100,001-300,0001098: 150,001-300,000 31 % (1998: 32%
300,001-700,000 41949098: 42%
700,001- 50%

Taxable income is rounded to full 100soynd_base=100 Temporary income tax (as if
unemployment incomes were also taxable) is compatedthe base of taxable income and
unemployment incomeT@xableY _il=taxableY+unempYwhich is necessary for the progression

adjustment (see modude it_progr_adjbelow). The tax unit here is the individual.
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2.2.12 General tax credit ("Allgemeiner Absetzbgtrat _i t _gen_t cred)

The general tax credit amount is 12,20098: 8,84) ATS/year {cred_amt=12,20p Depending

on if someone receives wage earners/pensionersreit and/or single earner/lone parent tax
credit there are several tapering ruld€98: For incomes between 200,000 and 500,000 ATS/year
the tax credit is tapered (at 500,000 it is taperedd). The income concept used here is
taxableY+unempY

2.2.13 Single earners' tax credit ("Alleinverdienlesetzbetrag'at _i t _Si ngEar n_t cr ed)
Single earners have a tax credit of 5,000 ATS/yBlag.tax unit is individual. If the tax is such lpw
that the single earner’s tax credit does not canteeffect, a negative tax up to 5,00@98: 2,00D

ATS/year is refunded, if the person has a leastcbrld (seeat _it _tcred_red).

2.2.14 Lone parent tax credit ("Alleinerzieheralabetrag”,at _it | p_tcred)
Lone parentsTTAX_UNIT=Ilp have a tax credit of 5,000 ATS/year. If the taxsuch low, that the
lone parent tax credit does not come into effecte@ative tax up to 5,000998: 2,000 ATS/year

is refunded, if the person has a least one chddats_it _t cred_red).

2.2.15 Wage earners' tax credit ("Arbeitnehmeratisetrag”,at _i t _WageEar n_t cr ed)

Wage earners tax credit is 75[908: 1,50 ATS/yeaP, up to 22% of taxable employment income
(taxableEmpY. The tax unit is the individual. If the tax iscéulow, that the wage earners’ tax
credit does not come into effect, a negative taxaupTS 1.500 (nchanged to 1998s refunded.

However, this refunding is limited with 10% of amhwsocial insurance contributions paid by the

concerned person (see_it_tcred_red).

8 As a compensation for the reduction, the bonu$afepured pension-provision was increased by 758 /4@ar. As we

have no adequate information from the data, thimtsnodelled.
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2.2.16 Commuters' tax credit ("Verkehrsabsetzbéfraig i t _commut _t cr ed)

Commuters have tax credit of 4,000 ATS/year up &%2o0f taxable employment income

(taxableEmpY. The tax unit is the individual.

2.2.17 Pensioners' tax credit ("Pensionistenabsdtaly",at it _pen_t cred)

Pensioners have tax credit of 5500 ATS/year up2286 of taxable employment income
(taxableEmpY. For pension-incomes between 230,000 and 300A0D8/year the deduction is
tapered (at 300,000 it is tapered to TYY8: no tapering The tax unit is the individual.

2.2.18 Income tax reductioat(_i t _r ed)

Abolished by BGBI. Nr. 106/991098: If income tax is below 9,400 ATS/yearctax_It=9,400,

then income tax is reduced by the difference 0®@ dnd the actual income tax amqunt

2.2.19 Preferential tax of other earnings ("Sonstigpzuege'at it _Qt hEar n_t ax)

On other earnings below 8,500 ATS/ye@thEarn_tfa=8,500 no tax is paid, the upper limit of
preferential tax rate fiked rate=0.0¢ is 1/6 of annual income excluding other earnings
(annual_fraction=1/6 cf. 2.2.10). Other earnings above this limit teed under regular scheme.
If other earnings (before deduction of contribuspare below 23,000 ATS/yeah(eshold then
they are not taxable ("Freigrenze"). Tax on otlanimgs cannot be greater tHaB*other earnings

threshold(23,000). The income concept used heempY+Pen

2.2.20 Progression adjustment ('Progressionsvorlielza it _progr_adj)

Tax progression is adjusted for recipients of unlegmpent income. The module computes the
average tax rate resulting from all preceding meslutaking as the basis taxable income that
includes unemployment benefits) and then applissaberage tax rate to the actual taxable income
(which excludes unemployment benefits). In realityg rule for computing the average rate is a bit
more complicated: a rate that would prevalil if talegancome faxabley had been received all year.
But the result may not exceed tax which would te$alctualtaxableYandreplacmentYvere taxed
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together. The approach here produces the samet resldss empY+selfempYis less than

replacement income.

2.2.21 Child tax credit ("Kinderabsetzbetrag”; "lénhaltsabsetzbetragat it _ch_tcred)

The amount of child tax credit (for children in ts@me household) is 700 ATS/month and chiid (
1998: 350 ATS/month for the first child, 525 ATS filhe second and 700 ATS/month for each
further child. For children, for whom maintenance paymentsnaaee, the amount of credit is 350
ATS/month for the first child, 525 ATS for the sedoand 700 ATS/month for each further child. If
there are maintenance payments (made to otherehjlthen in the model it is assumed that they
are made for one child (but this child doesn't@ase the number of children in the household for
the purpose of computing the child tax credit). Theevant tax unit here is the family
(TAX_UNIT=CB_Family.

2.2.22 Withholding Tax on Investment Income (“Kalgittragssteuer; co_schedul e)

The withholding tax rate on investment incorBage_IL=invY is 25% (ate1=0.25.

2.3 Social insurance contributions

2.3.1 Employers' contribution to disability (acandeinsurance ERSI Cdi _AT)

As in most cases of benefits and contributionderght systems exist for civil servants and non-
civil servants. The employer of civil servantsGivSrv=1) pays 0.47%r@tel) of the contribution
base B-KUVG_basg

If non-civil servants have special payments suchi3sand 14' monthly wages) their employers
pay 1.4% fatel) of the employees’ wages (indifferent whether tagor special payments). The
point of difference is that the upper threshalg (base_limit of the contribution base is 44,400
(1998: 42,00p ATS/month for the regular payment and 88,80098: 84,00p ATS/year for the
special payment. If non-civil servants do not hapecial payment, then their employers pay the
same 1.4% on the wages, with an upper limit of @1,8998: 49,00p ATS/month for the
contribution base. Table 7 below, gives a summétiiecontribution rules.
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Table 7. Employers' contribution to disability (acadent) insurance

Lower base Upper base threshold  Contributi

threshold* on (%)
Civil servants 0 - 0.47
Non-civil servants
Specialpaymentexist
Regular payment 0 44,400 {998: 42,00 1.4
Special payment . 0 88,800 {998: 84,00p 1.4
Special payments do not exist 0 51,800 {998: 49,00p 1.4

* within the disability (accident) insurance ther@dsthreshold for minor occupation.
monthly amount.
annual amount.

2.3.2 Self-employed contribution to disability iresuce SESI Cdi _AT)

Farmers pay rate of 1.9%a(el) of the contribution base¢lfempY. The lower income threshold is
7,521 (998: 6,039 ATS/month threshold, the upper limit of the contribution base is %08
(1998: 49,00p ATS/month gp_base_Jt Other self-employed pay a fixed annual amount,6#2
(1998: 1,00y ATS for the disability insurance.

2.3.3 Employees' and Pensioners' contributionset@th insurancegES| Chi _AT)

Again, we have to distinguish (1) public- and (8phfpublic sector employees.

(1) Public sector employees and pensioners pagia bate of 3.7%rate) of the contribution base
(B-KUVG_basg and an additional 0.25% surcharge raseir¢harge rr. For public sector
employees and pensioners the lower income thresed@®b60 {998: no lower income threshdld
ATS/month threshold, for regular payments the upper limit of the cdmition base is 44,400
(1998: 42,00p ATS/month (p_base M for special payments the base limit is 88,8009¢:
84,000 ATS/year (ip_spec_pay )it

(2) To non-public sector blue-collar workers twdfelient rates apply: those covered by the
Continuation of Payment Law (Entgeltfortzahlungsges EFZG) pay a basic rate of 3.7%
(EFZGBIuCol rt) of the contribution base; those not covered by Gpay a higher contribution,
4.3% @BluCol_rt). Since in the ECHP database there is no poggibilidentify EFZG-covered and
not covered workers, we assume that all blue-celtankers are covered by EFZG (this assumption

is close to reality). Agricultural blue-collar waats’ (Landarbeiter) contribution is again 3.7%
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(AgriBluCol rt), while white-collar workers pay a lower healthsumance contribution: 3.15%
(WhitCol_r). Similarly to public servants, all non-public smcemployees face a surcharge rate of
0.25% of their relevant incomes. The lower incotmeshold is 4,0761098: 3,83) ATS/month
(threshold, on contribution bases under this amount no dmution is paid? The ceiling on base
for contributions paid on income excluding spegayments — if there are special payments — is
44,400 (1998: 42,00 ATS/month (p_base_It)which is 30 times the daily ceiling. The ceiling on
the contribution base if there are no special paymes 51,800 ¥998: 49,00 ATS/month
(no_spec_up_base) lthat is 35 times the daily ceiling, while the eppimit of the contribution
base for the special payment is 88,80998: 84,00 ATS/year (ip_spec_pay )it If contributions

are payable (i.e., if the regular contribution bageluding special payments is above the threshold)

then all special payments up to thg spec_pay_limit are subject to contributions.

The health-insurance contribution for non-civilvaet pensioners is 3.75%afel) of their income

(penSIChi_bage without any base-limits and upper limits.

2.3.4 Employer contributions to health insuraneBSl Chi _AT)

Employers of public sector employees and pensidh@my a basic rate of 2.9%afe) on the
contribution base B-KUVG_basg that also includes pensions. In addition to tlesib rate, a
surcharge rate of 0.65% appliesulcharge_rt. The contribution base includes the regular
payments and special payments, as well. The lonsme threshold is 6.66A998: no lower
income thresholdATS/month threshold, the upper limit of the contribution base for palsector
wages and pensions is 44,40®98: 42,00p ATS/month for regular payments_base_Jt and
88,800 (L998: 84,00pATS/year for special paymentsp_spec_pay It

Again, different rates apply to employers of nowicservant blue-collar workers accordingly
whether the employees are covered by EFZG (“coation of payment law”) or not. Those
covered pay a basic rate of 3,4%998: 6%") (EFZGBIuCol_r} and an additional 0,25% surcharge
rate Surcharge_r}, while non-covered face a 4.3% contribution r@kriCol_rt) and an additional
0,25% surcharge ratsyrcharge_rx. As for the employees’ contributions, we assuhed &ll the

° If the threshold is exceeded then the entire asebject to the relevant rate.

9 Under the term “employer of pensioners” we undergteither the social insurance authority (“Bunéesjonsamt”)

or the enterprise (e.g. Austrian Railways) thatspawt the pensions.

13.7% health insurance contribution plus 2.3% ER®@tribution.
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employees are covered by EFZG. The employers afwdtyral blue-collar workers have to pay the
same 3.7% AgriBluCol_rt) plus 0,25% surcharge rateu¢charge_rx as their employees. The
employers of white-collar workers contribute to theealth-insurance budget with 3.25%
(WhitCol_rt incl. complement-amount) plus 0,25% surcharge @ircharge_r} of the wages. The
lower threshold and the ceilings are the same mshi® employees’ contribution bases. While
employees only pay voluntary health insurance dmution on “minor wages” (if sum of “minor
wages” of employee is under threshold of 4,07898: 3,83) ATS per month) employers have to
pay 3.85% iatel; if sum of “minor wages” of all employees exce&dsl4 (998: 5,74% ATS per

month).

For “employers® of non-civil servant pensioners.ithe social insurance authorities the law
specifies different health-insurance contributiomkich have to be paid to into the fund of Central
Association of Austrian Social Insurance AuthostigHauptverband der 6sterreichischen
Sozialversicherungstrager). The pension insuramstgutions for blue-collar workers, for salaried
employees and the institution for business peoplg @ contribution of 7.575%rdtel) of the
contribution base penSIChi_bage The Insurance Institution for Austrian Railwayithin the
Pension Insurance for Blue-Collar-Workers has tg p8.15% (998: 18.1875% while the
Insurance Institution for Austrian Miners contribsit14.025%1(998: 14.0625%o0f the pensions
paid out. Since we don't have sufficient data tstidguish between the above occupation
categories, we assume that all people belong tértenstitution. For non-civil servant pensioser
no threshold and upper limits exist.

2.3.5 Self-employed contributions to health insae@ESI Chi _AT)

When describing the health insurance contributitorsself-employed, we distinguish between
farmers and other self-employed. Farmers pay 5.88%clrate rfate) and a surcharge rate of 0.5%
(surcharge_rt. They have to contribute on income between 7,6€98: 6,03) ATS/month
(threshold and 51,8001(998: 49,00pATS/month (p_base it

Non-farmer self-employed people have a basic daution rate of 8.4%1998: 8.6% (rate) and a
surcharge rate of 0.5%(surcharge_rt. The upper base limit of the contribution ba8&YG_base
is 51,800 {998: 49,00p ATS/month (ip_base _Jt The threshold depends on whether the self-

2 Not including a special contribution for a birtilated benefit (“Betriebshilfe” of 0.05%), whichlprapplies for a

particular sub-group which cannot be identifiedim data.
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employed person is a member of the Austrian EcoooBtiamber or not. For members the
threshold is 14,1341098: 13,76) ATS/month threshold_wk while non-members pay the
contribution if the base exceeds 7,400 ATS/motitreghold_sg For the time being we don’t have
information about the chamber-membership, so wenagsghat nobody is a member of chamber; in
other words we don’t uséhreshold_wk Another different threshold applies for partlylfse
employed GSVG_otherY>0i.e., if other income available), the lower liroitthe contribution base
Is 4,076 (998: 3,83) ATS/month threshold_part_ge Different to 1998, contributions have also
to be paid if other health-insurance contributiGhSVG or B-KUVG) have been paid

2.3.6 Employee contributions to pension insurames Cpi _AT)

Similarly to other contributions, the law makesistidction between civil servants and non-civil
servants. Employees in the public sector who t@rry&ars before 30.11.2019 pay 12.55%, those
who turn 60 years after 30.11.2019 10.252898: consistent 11.75%ratel) of their wages
(empY as pension insurance contribution, regardlesshef amount of income. Civil service

pensioners also pay pension insurance contribugdi®o (998: 1.5% (ratel) of their pensions
(pubpen.

The contribution of employees outside the publict@eis 9.25% (regardless of the occupation) to
which a 1% surcharge rate comes. The thresholddgular payments is 4,076998: 3,83)
ATS/month threshold, the ceiling for contribution base excluding spepayments — in case the
employee has special payments — is 44,4008: 42,00DATS/month (ip_base_} the limit of the
special payments under which contribution has topaml is 88,800 1(998: 84,00p ATS/year
(up_base_spec)ltEmployees without special payments contributdearthe monthly amount of
51,800 (998: 49,00DATS (no_spec_up_base).lt

2.3.7 Employer contributions to pension insurargRS( Cpi _AT)

Employers of non-civil-servants pay a pension gbation of 9.25% EFZGBIuCol_rt, BluCol_rt,

AgriBluCol_rt, WhitCol_r} and a surcharge of 3.3%ufcharge_r}, irrespective of the occupation

3 There are two sections (1a, 1b) in the policylideause we consider people to be civil servicsipaars if they
report they are OR if they report the receipt o\l service pension. In the former case, the 2dr#&paid for all

pensions, in the latter case only for the civivgar pensionCSpubpehn
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(blue-collar, white collar and agricultural blueHeo workers). The lower income threshold for the
contribution base is 4,076.998: 3,83) ATS/month threshold, ceiling for contribution base
excluding special payments — in case the emplogsespecial payments — is 44,40098: 42,00p
ATS/month (p_base_ It the limit of the special payments under whichtabution has to be paid
is 88,800 (998: 84,00p ATS/year (p_base spec)lt Employees without special payments
contribute under the monthly amount of 51,80998: 49,00DATS (no_spec_up_base).lt

If the contribution base is fewer than 4,026®48: 3,83) ATS/month [e_incl_If) and the sum of
minor wages paid exceeds 6,114898: 5,74% ATS/month, employers contribute to the pension
insurance budget with 12.55%afel) of the base.

2.3.8 Self-Employed contributions to pension ineueaSESI Cpi _AT)

Farmers (“Betriebsfuhrer”) pay pension insurancatigoution of 14.5% 1998: 149% (rate) on
income between 7,5211998: 6,039 ATS/month threshold and 51,800 1998: 49,00p
ATS/month (ip_base_Jt

Professionals (lawyers, doctors, journalists, dteye a different contribution rate (20%) and the
limits for the contribution base are also differe@inly incomes between 14,1324908: 13,76}
ATS/month and 51,800.098: 49,00DATS/month are to be considered as contributiseba

As in the case of other contributions, the law nsatiéferences between members and non-
members of the Austrian Economic Chamber. For mesrihe income threshold, under which no
contribution is paid, is 14,134.998: 13,76LATS/month threshold_wk full time non-members
pay the contribution above 7,400 ATS/morttiréshold_sg while partly self-employed face a
threshold of 4,0761098: 3,830 ATS/month threshold_part_se)The contribution rate is 15%
(1998: 14.5%for members of the Economic Chamber, non-memédnedspart-time self-employed
pay 15% of their contribution base. For the timmgave don’t have information about the
chamber-membership, so we assume that nobody &véar of chamber; in other words we don’t
usethreshold_wkThe ceiling on the base for contributions is 80,8998: 49,00DATS/month
(up_base_lt)In difference to 1998, contributions have alsoe¢ghid if early retirement age is
reachedFor the calculations we use the contribution KaS&G_basegnd a person is to be

considered as a partly self-employe@®BVG_other¥ 0.
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2.3.9 Employee contributions to unemployment instgsEESI Cui _at )

Employees (non-civil-servants) pay a contributidri3® on wages between 4,076908: 3,83)
ATS/month threshold and 44,400 1998: 42,00 ATS/month (p_base )t if the employee
receives extra payments related to employment iecomthis case the contribution has to be paid
on special payments under the annual amount of088(B298: 84,00D ATS (up_base_spec)lt
The ceiling on the contribution base if the perbas no special payments, is 51,80098: 49,00p
ATS/month fo_spec_up_base).lt

2.3.10 Employer contributions to unemployment iasoe ERSI Cui _at )

Employers pay the contributions to unemploymenturiasce exactly according to the same

algorithm as employees.

2.3.11 Employees’ contributions to housing berfgffohnbauférderungsbeitrag’,
EESI Chousi ng_at)

In order to improve the position of (lower incon@ople on the housing mark&undeslander
have a special housing benefit, to which every eyg# — except agricultural workeisBlueColl,
IsAgriSec = -2) — contributes with 0.5%rgtel) of his wages between 4,076908: 3,83)
ATS/month threshold and 44,4001998: 42,00p ATS/month (p_base_J}t On special payments
no contribution is paidBase_IL=empY_exspec_Pay’

2.3.12 Employers contributions to housing bengfitdhnbauférderungsbeitrag”,
ERSI Chousi ng_at)

Employers pay the same amount of contribution, @tig to the same algorithm, as employees do.

2.3.13 Employees' Compulsory Union (or “chamber9r@ributions(,Kammerumlage”,
EESI Cuni on_AT)

In Austria non-agricultural sector employees cdmité to employee’s chamber’'s budget on a

compulsory base. Agricultural sector employees awntributions to Agricultural Workers’

chamber according to different rules, while ciahgants do not pay chamber contributions at all.
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Non-agricultural sector employees pay 0.5%i€1) of their wages between 4,076908: 3,83)
ATS/month threshold and 44,4001998: 42,00 ATS/month (p_base Jtto Federal Employees’
Chamber. Contrary to other types of contributisgecial payments do not constitute part of the

contribution baséBase_IL=empY_ex_specPay)

Agricultural blue-collar employees contribute to risgltural Workers’ Chamber, paying 0.75%
(ratel) of the contribution base (4,076-44,400998: 3,830-42,0J0 ATS/month). However,

agricultural workers in Burgenland province payithsontributions — if any — to the Federal
Employee’s Chamber instead of the Agricultural Wassk Chamber, but we currently do not take it
into consideration. Except Kaernten province, sglegayments are exempted from contribution

payments. This exception (the case of Kaernteoriently disregarded in the model.

2.3.14 Employers' Contribution to Family BenefitsB (,Beitrag zum
Familienlastenausgleichsfonds2RS| Cf anben_AT)

The contribution is paid by all employers (except €mployers of civil servantsscivsrv=-1) on
the sum of all wages paid in the business. If $hiw is lower than 20,000 ATS/per month then it is
reduced by 15,000 ATS.This detail is not taken into account in the motetause we don't know
the sum of all wages. The contribution is 4.5% lué tvages without upper limit. The income

concept used to calculate this contributioengpY

2.3.15 Employers' Contribution to Insolvency Futiuschlag Insolvenzentgeltsicherungsgesetz

(IESG)",ERSI Cbank_at )

Insolvency Compensation Fund was established in8 1®7 protect employees of insolvent
companies. The fund takes over the payment of wagelssocial security contributions for 3
months as soon as insolvency proceedings areutestitlf staff members are dismissed during that
time, the fund takes over payments during the pewd notice and is also responsible for
compensation payments. Contributions to the fued@mde by the employers, who pay 0.7% of the
total payroll with regard to the contribution bgsar all those employees for whom they are liable

to pay unemployment insurance contributions). Torrdbution base limits are the same, as in the

% |n addition, enterprises that are founded betwieBri999 and 1.1.2003 do not have to contributhérfirst twelve

months of existence. Since we do not have infolmnain that, it is not taken into account.
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case of other contributions. When the employee duasreceive any special payments the
contribution is payable on wages between 4,07898%: 3,83) and 51,800 1998: 49,00p
ATS/month; when special payments are receiveditieshold is 4,0761098: 3,83) ATS for the
regular payments, while the ceiling is 44,40098: 42,00DATS monthly. Employers also have to
contribute on special payments below 88,80@DE: 84,00DATS annually.

2.4 Benefits

2.4.1 Minimum pension (top-up) ("AusgleichszulagEN_M nPen_AT)

Minimum pension is paid in order to provide pensisna minimum level of income, so people are
eligible to this top-up benefit only if they areeddy entitled to pensions. This minimum level is
8,437 (1998: 7,99 ATS/month for single personsSingPay.'> The considered income
(MinPen_means contains all pensions, maternity allowance suppla, pregnancy benefit,
investment income, other irregular lump-sum besgiibaintenance income, maternity payment,
other regular primary income, private transfers atier regular cash payments."18nd 14'
monthly payments are disregarded when computingrans. For married persons in the same
household, the minimum pension level is set to 32,0998: 11,408 ATS/month, for each own
child in the household, an additional amount of §9898: 85) ATS is added to the minimum
pension level. The child must be under 18, if hefsholder than 18 but under 27, then the child is
treated a “child” from the benefit point of view lgnf he/she is in full time education or disabled
and earns less than 3,151998: 2,98% ATS/month*® So, in practice a pensioner gets
Ausgleichzulaggthe exact English translation might be “suppletagn allowance”) if his/her
pension is less, than the minimum pension levelveeit for the family; the amount he/she receives
is the difference of the minimum pension level amsiher actual social security pension. Minimum
pension top-up is paid 14 times a yeeat€1=2/12. The relevant benefit unit is the family
(TAX_UNIT=MinPen_family

!5 For widow(er) pensions the same amount appliegfohan pensions there are different amounts dépemn age

and status single/double orphan

' There is a disregard for apprentices of 2,0808: 1,933 ATS/month.
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2.4.2 Minimum pension for civil servants (top-@fgrganzungszulage',BEN_M nPenCS_AT)

All civil servant pensioners under the minimum penslevel are eligible for this means tested
benefit ge_inc=2, IsCivSrv=2 The meansMinPenCS_meanss slightly different from non-civil
servant pensioners and contains all pensions, dhidus for pensioners, company shares,
unemployment benefits, employment and self-employnireccome and property income."1and
14™ monthly payments are disregarded when computiegrtbans. For the additional child amount,
the child must be under 18, if he/she is older th@ubut under 26, then the child is treated a &hil
from the benefit point of view only if he/she isfirl time education or disabled and earns lesa tha
4,077 (998: 3,831 ATS/month. The relevant benefit unit is the famil
(TAX_UNIT=PenChBonCS_famjlyAll other rules are the same as for non-civilaets.

2.4.3 Child Bonus for Pensioners ("Kinderzusché#s3\(G)",| BEN_PenChBon_AT)

All pensioners with childrengge_inc=2, ge_nch=2, ge_nch_It}1who receive public pension
(ge_inc_lt=1, ge_inc_lL=pubpen_ex_minpen_ex_CHBare eligible for this benefit. The child
must be under 18, if he/she is older than 18 bdeu@7, then the child is treated a “child” frone th
benefit point of view only if he/she is in full tereducation or disabled. The monthly amount of the
benefit is 300 ATS, which is paid 14 times a yesr,the actual monthly amount is 466,67 ATS
(400*14/12,SingPay=466,6y (1998 350 ATS [300*14/1)]per child. The relevant benefit unit is
the family TAX_UNIT=PenChBon_fami)y

2.4.4 Child Bonus for Civil Servant Pensioners (it@rzulage (PG)"lL BEN_PenChBonCS_AT)

All persons who receive public pension and haveldotm in household (according to
PenChBonCS_family definition) are eligible  for the benefit. g€ inc_lt=1,
ge_inc_lL=pubpen_ex_minpen_ex_ChBon, ge_nch_It¥hg monthly amount of the benefit is
200 ATS, which is paid 14 times a year, so theaanonthly amount is 233.33 ATS (200*14/12,
SingPay=233.3B The relevant benefit unit is the familJAX_UNIT=PenChBonCS_famjly

2.4.5 Maternity Allowance Supplement Non-Civil Sats ("Zuschuss zum Karenzgeld oder zur

Teilzeitbeihilfe"| BEN_Mat er Yadd_AT)

a) No spouse in the household and spouse is notairang child
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Persons are eligible for this benefit if
* No spouse lives in the same househbldt(sPartnerinHH1=3, and
» The other parent does not maintain the chéddiic=2, le_inc_IL=maint.

Persons are not eligible if they do not receive emmaty benefit e_incl1=-1, le_incl IL=
maternity_beh The relevant benefit unit is the individudlAX_UNIT=individua). The daily rate
of the benefit is 83.41098: 82.2 ATS (SingPay=83.% for receivers of part-time-allowance
(“Teilzeitbeihilfe”) the half. For the time being evdon’t have information about part-time-
allowance, so we assume that everyone gets theb&ukfit. As the entittement to Maternity
Allowance (“Karenzgeld”) is lost, if the income dfie receiver exceeds the limit for minor
employment (4,076 1098: 3,83D ATS/month), we modeled, that entittement to Maigr
Allowance Supplement is lost, if the receiver wonksgre than 12 hours a weeds( ge_hrs_It=1p

b) Living with spouse

Persons are eligible for the benefit if they reeematernity benefitge inc=1, ge_inc_IL=}, but
eligibility is lost if addition to maternity incomés already greater than zero in this unit
(Tubenelig=-1, TUbenelig_name= cosim_polouPersons are also not eligible if spouse is not
living in the same householdN¢tisPartnerinHH1=-). The income concept used for calculating
means idJnempY_meanthat includes employment and self-employment ingornenpany shares
and sickness benefit. A monthly amount of 5,86398: 5,699 ATS is disregarded for the spouse’s
income, and an additional 2,958908: 2,87) ATS/month for each dependent person in the family
(disreg_amt=5,863; depend_disreg_amt=2,95Bhe amount of the benefit is 83.4908: 82.2
ATS daily SingPay=83.%, which is suspended according to the same akgords in the case of

single mothers (see above) if mother is working.

2.4.6 Maternity Allowance Supplement Civil ServdfZsischuss zum Karenzgeld oder zur
Teilzeitbeihilfe"| BEN_Mat er Yadd_AT)

The rules are the same as for Non-Civil Servargepkthat the monthly rate of the benefit is 2,535
(1998: 2,50DATS (SingPay=2,53band therefore somewhat higher.
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2.4.7 Social Assistance Vienna ("Sozialhilfe Widitfe zur Sicherung des Lebensunterhaltes”
SBEN_saW AT)

Social assistance rules are different in all progg) but the (formal!) differences in the systemes a
mainly in the amount of means and disregard-valilned,is why we describe here only the system
of Vienna province (for details of other provineee Parameter Sheet). Another point that has to be
mentioned is that local authorities can exercigmicant degrees of discretion in determining
eligibility and amounts of social assistance. la thodel we do not attempt to take into account

these 'discretionary' dimensions.

Children, persons in education and recipients afimiim pension (incl. civil servants’ minimum
pension) are not eligible for social assistandsCljildl=-1, InEd=-1, TUbeneligl=-1,
TUbenelig2=-1, TUbeneligl _name= at_iben_minpen, d@hddig2 name= at_iben_minpenCS
The income concept used for calculating mearsben_means\ee details in the Income List).
The means is summed up with capital incowegpital_il= SBEN_capitgl for which 5,022 1998:
0) ATS are disregarded for non-long-term recipieB8&000 (998: 10,00Dfor long-time-recipients
living alone and 40,0000098: 20,00D ATS for cohabiting long-time-recipients. Sociaisastance
is 5,220 (998: 4,94% ATS per month $ingPay=5,22p for singles and 5,089.998: 4,82 ATS
for supported people with family. If there are degent persons in the family, the benefit is higher
by 2,614 (998: 2,47% ATS if this person does not receive child benddit 1,565 (998: 1,483
ATS if this person receives child benefit. The Henenit is the family CB_family including

dependent adults).

Disabled family heads or family heads in pensioa-agales above 65, females above 60) receive a
monthly flat amount of 2,9011098: 2,74y ATS if the benefit unit contains one person; dngount

of the supplement is 3,883998: 3,67y ATS/month in case of a more-person benefit unithis
cases the benefit is also paid 14 times a yeaeadsbf 12 times. However, with these two
additional payments the need for rent and heat;ygdvered. Families who receive Social
Assistance only 12 times a year and “need” rental/@ heating support, receive additional
amounts. The upper-limit of rental support is 3,2MS/month for 1-2 persons, 3,432 ATS/month
for 3-4 persons, 3,744 ATS/month for 5-6 persors 4056 ATS/month for seven or more persons
(1998: consistent 3,116 ATS/moiutithe heating support is ATS 509,83/month (foresemonths
ATS 874/month) 1998: 483/month [for seven months ATS 828/mnth
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2.4.8 Newborn health check bonus ("Mutter-Kind-PBesus",SBEN_CBB_AT)

For mothers undertaking (free) health check afteghba lump sum of 2,000 ATS is paid if total
taxable income of the coupl@AX _UNIT=coupl¢ does not exceed 532,800908: 462,000
ATS/year @e_inc_It=532,800; ge_inc_lL=taxabl@YSince we cannot identify mothers who do this
check, we assume, that everybody does. Austrigzeng or persons living more than 3 years in
Austria receive newborn health check bonus. Wenraesihat people who are not AT/EU citizens

are not in Austria for three years or do not tagehis benefit.

2.4.9 Small children benefit ("KleinkindbeihilfSBBEN_SCB_AT)

Austrian citizens or persons living more than 3rgda Austria receive small children benefit, if
they do not get any kind of maternity benefjé (inc=-1, ge_inc_lL=maternity _bg&nThe unit must
be eligible as a whole; with other words benefit isithe couple TAX_UNIT=coupl¢. In addition
the unit's taxable incomeeérnings_IL=taxableY must not exceed a monthly limit of 12,037
(1998: 11,40BATS plus 898 1998: 85) ATS per child. If the unit is eligible, then réees 1,000
ATS/month.

2.4.10 Family Bonus - Vienna ("Wiener Familienzussi,SBEN f anbonW AT)

In this section we describe family bonus rules iarwa province, which (in its logic) is similar to
the rules of other provinces, so we do not prodedtiled description of other provinces here (for

details see Parameter Sheet).

Austrian citizens living in Vienna for at least opear or other persons living more than 3 years in
Vienna Eq_Varl=2, Eq_Varl_name=atPROVNC, Eq_Varl li=teceive family bonus after
children between the age of 1 andy2 (chage=1, le_chage¥2

Recipients get different amount depending on thecppita equivalised net income of the family
(the income concegambonW _netYs used, for details see Income List). The eqeived scale is
the following: 1 for the first adult, 0.8 for othadults, 0.5 for each child, an additional weight o
0.35 is used if the head of un€B_Family is a lone parent. Table 8 below, gives the pgitaa

upper limits for the net income and the amountaiify bonus received.
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Table 8. Per capita upper limits for net income andeceived family bonus Vienna

Per capita upper limit for net income (ATS/month) @umt of family bonus

(per family)
4,600 2,100
4,700 1,960
4,900 1,820
5,100 1,680
5,300 1,540
5,500 1,400
5,700 1,260
5,900 1,120
6,100 980
6,300 840
7,000 (1998: 6,500 700

2.4.11 Child benefit ("FamilienbeihilfeSBEN_CB_AT)

Families receive child benefit for each child i fiamily (child must be under 19, if he/she is olde
than 19 but under 26, then must be in full time cadion or disabled, TAX_ UNIT=
CB_Family_age2pb The amount of child benefit is 1,450908: 1,30) ATS/month until children’s
age of 9; from 10 to 18 the benefit is 1,70048: 1,55) ATS, and families with children between
19 and 25 receive a monthly amount of 2,00898: 1,85) ATS. For every 2 child, a supplement
of 175 ATS/month, for every'®and further child an additional of 350 ATS/monsheidded to the
benefit (998: no supplement There is also a means-tested More-Children-Sumpght: if the
taxable income of the family is less than 518.4006A/ear, the family receives for ever§ and
further child a supplement of 400 ATS/monfl998: no means-tested More-Children-Supplejnent
Finally, if the children is disabled, an additiorigB00 (998: 1,65) ATS/month is added to the

benefit.

3. Data
3.1 General description

The dataset used for EUROMOD is the Austrian versibthe European Community Household
Panel (Production Version), provided by the Intseghlinary Centre for Comparative Research in
the Social Sciences (IFS/ICCR), Vienna.
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The Austrian panel was started in 1995 after thenty entered the European Union (it is the only
household panel in the country). The sample wagded by Statistics Austria, while the fieldwork
was done by two public opinion research institutieES and FESSEL (Giorgi 1996).

For EUROMOD, we use the fifth Austrian wave (1988htaining income information pertaining
to 1998 (uprated to 2001; see below). The datasetims comprehensive information about labour
market situation, living- and income condition ofigirian households. The panel follows about 3-
4.000 households with 8-9.000 individuals. The ¢oas regarding to labour market information
and income situation are asked from the househelulmers aged 16 or over.

3.2 Sample selection, weighting

As mentioned above, the sampling was designed eawindby STATA: it is a multistage stratified
random sample. The data were collected betweenb@ctbd99 and February 2000 and contain
information about 7,386 individuals in 2,677 houddl. The detailed description of EUROMOD
variables and their source variables from ECHPbmafound in Annexes A and B.

The weighting was done by EUROSTAT following theréttive Proportional Fitting Method of
Demming (Giorgi 1996) in four stages. First the igesweights were computed to correct the
differences in selection probabilities, then nospanse weights were added. During the third stage
the households weights were calculated, usingalh@nfing classification variables: household type
and size, type of community, tenure, number of eotnally active persons, distribution of
economically active population aged 16 or morealynthe individual correctional weights were
associated with the previous weights to adjustdis&ibution of the population at the individual
level according to age, gender, education and atmmal level.

3.3 Net to gross conversion

For calculating gross values from net income datafollowed different approaches for different

income components. A description of the ‘grossipgraethods can be found in Annex A.

3.4 Uprating factors 1998-2001

Table 9 presents the income components and thespamding uprating factors used:

39



consumer price index 1998-2001: used for grossapgivpension benefit payments

(coPRVPEN) and as default uprating factor

employment income index (development of median wétandardised gross income of
employees [white collar workers, blue collar woskgsublic contractors and civil servants])
1998-2001: used for employment income (COEMPY),megiance income (COMAINTY),
other private transfers received (cOPRVTRN), lummsncome (coLUMPY), other regular
primary income (coOTHERY), pension contributionsoRENCON), other earnings
(-Sonstige Bezuge; atOTHEAR), redundancy paymeat®REDUND), sickness benefit
(atSICBEN), and maternity payments (cOMATERY/atP RE3"’

self employment income index (development of mediaimcome from business enterprises
and self-employed-work 1998-208aimes development of median of unstandardisedsgros
income of employees 2000-2001): used for self egmpént income (COSLFEMY)

investment income index (development of secondaryrket rate of return
[“Sekundarmarktrendite”]) 1998-2001: used for invesnt income (coINVY)

rent index (development of accomodation-cost perasg meter) 1998-2001: used for
property income (coPROPY), rent (CORENT), compuylseervice charges (coOSVCHRG),
other housing costs (coOHCOST), and imputed rexiMEBRNT)

dividend rate of return index (average dividena raft return) 1998-2001: used for income

from company shares received (atCOMP)

unemployment income index (development of median wfemployment benefit
[“Arbeitslosengeld”]) 1998-2001: used for unemplaymh benefit (atUNEMPY)

unemployment assistance index (development of medifa unemployment assistance
[“Notstandshilfe]) 1998-2001: used for unemploymassistance (atUNEMPB)

pension index (average adjustment of pensions)-2993: for social insurance pensions
(atSIBPEN), civil servant’s pensions (atCIVPEN)rlgaetirement pensions (atEARPEN),

" Both variables consists of pregnancy benefit (“Wargeld”) and allowance for parental leave (“Kageid”). There

should be an separate uprating factor for the aim& on parental leave, but as the two componantsot be divided,

we decided to uprate the variables with the emplrynmcome index.

18 Only data for 2000 available yet.
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other old age related schemes or benefits (atSPEREMIidity pensions (atiINVPEN) and
survivor pensions (atSURPEN)

- caring benefit (,Pflegegeld”; atCARE) has not béstreased between 1998 and 2001, so a
factor of 1 ist used.

- mortgage interest index (average interest rate ontgage loans) 1998-2001: used for

mortgage interests (COMORINT)

Table 9.Uprating factors 1998-2001

default all 1,057 Consumer Price Index
COEMPY pers 1,054 Employment Income Index
COSLFEMY  pers 1,046 Self-Employment Income Index 98-&dnployment Income
Index 00-01
COINVY pers 1,148 Investment Income Index
coOPROPY pers 1,052 Rent Index
CcOMAINTY  pers 1,054 Employment Income Index
coPRVTRN pers 1,054 Employment Income Index
coLUMPY  pers 1,054 Employment Income Index
coOTHERY pers 1,054 Employment Income Index
coPRVPEN pers 1,057 Consumer Price Index
COPENCON pers 1,054 Employment Income Index
atOTHEAR pers 1,054 Employment Income Index
atCOMP pers 1,073 Dividend Rate of Return Index
atREDUND pers 1,054 Employment Income Index

1% For supplementary pensions (,Ausgleichszulagetj#izungszulage*; AAWELPEN), 13./14minimum pension
payments (atOTHWEL), special pension payments (B 28N), and survivors means tested pension scheme
(,Ausgleichszulage“/“Erganzungszulage” Hinterblielke atWELWID) and uprating factor of 1 is ,used“edio the
fact that uprating is not necessary because thesefibs are either simulated or calculated witheothariables.
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atUNEMPY pers 1,002 Unemployment Benefit Index

atUNEMPB pers 0,986 Unemployment Assistance Index
atSIBPEN pers 1,034 Pension Index

atCIVPEN pers 1,034 Pension Index

atWELPEN pers 1 don't update

atOTHWEL pers 1 don't update

atEARPEN  pers 1,034 Pension Index

atOTHPEN  pers 1 don't update

atSPCPEN  pers 1,034 Pension Index

atINVPEN pers 1,034 Pension Index

atWELWID pers 1 don't update

atSURPEN  pers 1,034 Pension Index

atSICBEN pers 1,054 Employment Income Index
atCARE pers 1 Caring Benefit Index
COMATERY pers 1,054 Employment Income Index
CORENT hh 1,052 Rent Index

coOSVCHRG hh 1,052 Rent Index

cOOHCOST hh 1,052 Rent Index

COIMPRNT  hh 1,052 Rent Index

atPREGNC  pers 1,054 Employment Income Index

COMORINT  hh 1,177 Mortgage Interest Index



4. Validation
The output was produced with EUROMOD version 24A.

4.1 Aggregate validation

4.1.1 Distribution of employment income

Since employment income is a main source for theilsition we present here two tables (10 and
11) that allow us to make comparisons with offidgialome statisticS. In the EUROMOD database
mean of gross employment income is 33,195 ATS/mémthmales, 19,274 ATS for females and
27,403 ATS for both genders. The reference values3a,706 ATS for males, 19,710 ATS for
females and 26,834 for the whole population (Rengsbof 2002, 171), implying that all in all we
slightly overestimate aggregate employment inddm#e get a more detailed picture if we
compare decile information for EUROMOD data withtegral sources. Table 11 shows that we
overestimate employment income more at the bottenilles. The mismatch of ECHP based net
earnings for lower deciles is known and documeritedrill/Tentschert (2000). Some of the
discrepancies documented in Table 11 might alsa besult of our methodology for converting

income information from net to gross (see secti@).3

4.1.2 Distribution of pension income

Table 13 shows the distribution of pensioners’ lyegross income by gender. While in lower
income groups pension income is slightly over-easted in EUROMOD, in higher income groups
it is slightly under-estimated.

4.1.3 Distribution of household income

As many benefits are means-tested and depend ofedouévalised) household-income, table 12
shows the net-household-incomes by number of @hildn household generated by EUROMOD
compared to reference statistics. All in all, (eqlised) household-incomes seem to be slightly
underestimated by EUROMOD - especially if keepimgnind that the reference-statistics are for
the years 1999/2000.

% In the Data Requirement Document we present therijigive statistics of variables used in EUROMC&abase.
For the EUROMOD-income variables, the figures i thbles are the values from the ECHP for 1998 tepida 2001.

2L We use the same definition for monthly incomeraStatistik Austria 2002, namely 1/12 of the anreraployment
income.
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4.1.4 Validation of simulated tax/benefit comporent

Since for Austria, EUROMOD is the first microsimtiten model we can compare our simulated
components only to reference sources, namely tdade official statistics. In some cases the
reference statistics are accessible yet, in somesdawill be in the near future (with the excepti

of a few components). The results of our simulateord the number of tax/social insurance

contribution-payer€ respective benefit receivers are shown in Tableant 15.

For unemployment insurance contributio@ly non-civil servants and their employers phig t

contributions) we estimate 92% of the real sumooitebutions paid.

The simulatedpension insurance contributiorfer employeegexcl. civil servants and voluntary
contributions) are also close to reality: in EUROBI@e simulate 91% of the contributions paid

in. This ratio is based on the sum of employees'eanployers' contributions.

For health insurance contributiorfer employeesincl. civil servants)unemployed and pensioners
the ratio of simulated and actual sum of contrifmsi is 113%. Only to a small extent we can
explain this with the over-estimated number of peopn minor wages and the resulting

overestimation of employer-contributions on min@gas, which is 3.85%.

The simulated results @kelf-employed contributions to pension insuraaoe not so bad (82% of
real contributions), given the usual under-repgrtproblem of self-employment. This may to a
small part be due to the fact that we cannot iflemthether someone is a member of the Austrian
Economic Chamber (a higher threshold would apply fembers, see for details the system
description). In addition we assumed every farngefBetriebsfihrer”, for whom both threshold
and upper limit are much higher. In the other dicecgo the facts, that we do not take into account
“Weiterversicherung” in BSVG, GSVG and FSVG andttiva assume all self-employed people not
to pay a special contribution for a birth-relateghéfit (“Betriebshilfe” 0.05%), which in reality

applies for a particular subgroup.

The contributions of self-employed to health insurarase also under-estimated (63%), partly
explained by the fact that we underestimate thebmurof contribution payers by more than 35%.

2 Note that for all social insurance contributiofos,which reference statistics are available ye, number of

contribution payers has increased from 1998 to 2001

3 From 1998 to 2001, the number of contribution-pay# health insurance for self-employed increasdsstantially
from 287.000 to 395.000.
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Simulatedhousing subsidy contributior{@cluding employers and employees) are about 102%

the actual budgetary revenues.

Contributions to disability insuranc@aid by employers and self-employed) are undienaséd by
approximately 4%.

Theemployers’ contributions to family benefit fun@sly paid by employers of non-civil servants)

are underestimated by 12%.

EUROMOD simulates 83% of actuahcome taxrevenue$ (excluding withholding tax on

investment income).

However, the results fdax on investmentare very bad. The model simulates 6% of real negen
We believe that there are several important reafmmthis and are pessimistic as to the scope of
distinctly improving this ratio in the short terrs ong as household survey data are used as the
basis for modelling. On one hand, we suspect awsetinder-reporting problem due to the fact that
people may (a) not be aware of all incomes whicluldidall under investment income and are
taxed as such; (b) be reluctant to give an inddcabdf their financial wealth by revealing their
investment income. The latter reason may be péatigurelevant in Austria where there existed a
long tradition of "anonymous" savings accoufit§Ve also suspect anonymity to be the cause for
another major reason for the underestimation oéstment tax revenues. By and large, investment
taxes in Austria are deducted at source. Taxpaipth Austrian and foreign) could only have
investment income assessed together with othemiacit they officially registered their bank
accounts under their name — thus foregoing any radgas of anonymity. Anonymous saving
accounts were likely to have attracted major infavf money from abroad — money which is, of
course, not visible in any domestic household suexeen if there was no under-reporting problem.
Since anonymity has been largely outlawed in regeats, we would expect the actual revenues
under this category to decline in the future (ahds, the shortfall of simulated EUROMOD results

to become smaller as well).

The validation ofemployees’ compulsory union contributicarsd theemployer’s contributions to

bankruptcy fund(only paid for those employees for whom employers #able to pay

24 In EUROMOD, redundancy pay (,Abfertigung), whichtaxed with a special tax rate, is not taken atoount
when computing income taxes. (Redundancy pay ésrads part of diposable income concept becausetbidyconcept

is supposed to show only ,regular” income).

% This tradition was only abolished in 2001 (two ngeafter the collection of the survey-data undedyihe

simulation).
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unemployment insurance contributions) are curremdliy possible, since we do not have access to

appropriate reference statistics yet.

Concerning validation of benefits, the resultsasdollows:

The model results fazhild benefit("Familienbeihilfe") are satisfactory: the ovetiggation is a bit
more than 39° This result, together with the number of recipieatiggests that the number of
children is close to reality in the EUROMOD data.

Concerning expenditure, the outcome of gmeall children benefi{"Kleinkindbeihilfe") matches
also almost the real figuré5The underestimation of the number of recipienté{)Lcannot really
be explained. Given the amount of benefit (ATS @/6nth) and the total yearly expenditure
(ATS 14 Mio.) than in reality people would get shdlildren benefit only for an average of about
one month (whereas according to the law, smalldodil benefit is paid for a maximum of 12

months).

Newborn health-check bonué€Mutter Kind Pass Bonus")s under-estimated by 10% in
EUROMOD despite the fact, that in reality, peopldyoreceive this benefit if they do a post-
maternity health-check for themselves and theildchh EUROMOD, we assume that everybody

has this health check done. Obviously, this assiomfg entirely accurate.

For child bonus for non-civil servant pensiongf&inderzuschuss” ASVG) EUROMOD over-

estimates expenditure by large (28%). This berefied to receipt of pension.

EUROMOD simulates 35% less expenditurefamily bonus('Familienzuschuss"”), than paid in
2001. In reality, all provinces use different regsrfor family bonus. However, we do not have a
"province" variable in the underlying data (becaatelata protection issues). So the province has
been imputed randomly (ensuring that the numbegperfons in each province matches external
aggregates, but without trying to reproduce theemtrdistribution household characteristics). A
further explanation for the difference could bettlze reference statistics include also special

benefits for single partents.

% For reference figures on expenditure we have datg excl. federal and regional authorities
(Gebietskorperschaften/Selbsttrager).

" The overestimation of 14% compared to the referestatistics can be explained that the latterisided to Mio.

Euro.
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Expenditure onminimum pension top-up for non-civil servar{tf\usgleichszulage”) is over-
estimated in EUROMOD by 31%, but the number ofpietits is 58% more, than in reality. This
may suggest, that in EUROMOD data there are momsipeers with pensions around the

minimum pension levef®.

For social assistanc€"Sozialhilfe"), EUROMOD simulates about 2.4 timig® reference value.
This disappointing result is, we believe, mainlyedo non-take-up issues. Conservative estimates
speak of about 56% non-take-up (Dimmel 2000), buttie time being there are no comprehensive
studies on non-take-up in Austria. The simulatibsaxial assistance is especially difficult, be@us
local authorities have broad discretion rights étedmine the amount of social assistance (taking
into consideration heating costs, rental costghely etc.). In addition, social assistance haseto
paid back by the recipients once they achieve #i¢®mnt" level of income and even relatives,
which are not members of the "benefit unit" carhbkl liable for social assistance paid out to their
family members. These strict and often confusinigsumake take-up a particularly important
problem in Austria. In addition we suggest that gnaeople who would only be entitled to very
low amounts of social assistance do not 'botheapioly. The poor results are also related to the
province-specific nature of social assistance @a®ve family bonus) and the problematic point
that there are complex rules with regard to ellgibof non-Austrians. We do not attempt to model

these rules, but instead do not distinguish betwaestrians and foreigners.

Given the very large over-estimation, further irtigegtion is essential. This would include
experimenting with eligibility based on receipttbé benefit in the data and clarifying the treattmen
of citizenship. However, it should be noted tha fbcus in EUROMOD on formal rules can also

be a very valuable contribution to establishingakgent of non-take-up in Austria.

For longterm maternity benefit KarntefiKarntner Kindergeld”) we underestimate the cdsys

about one third, but as reference statistics ostiynates for 2001 are available.

Due to the fact, that in our data there is no @eilvant pensioner eligible fahild bonus for civil
servant pensioner§Kinderzulage”) orminimum pension for civil servanté&rganzungszulage”),

we could not simulate those benefits.

% There exists a serious data problem in the ECHI mot really identifiable what is pension andanis minimum

pension top up.
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For maternity allowance supplemerftZuschuss zum Karenzgeld oder zur Teilzeitbesh)lf

reference statistics are not available.
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Table 10.Summary statistics of employmentincome 2001 inEUROMOD database

Males Females All
Mean 33,195 19,274 27,403
Median 29,771 17,487 24,892
Std.
Deviation 20,888 12,952 19,279
Minimum 219 158 158
Maximum 199,352 71,026 199,352

Skewness
Kurtosis

* Updated values from 1998 to 2001

Table 11. Deciles values of gross employment inconmeEUROMOD database and

reference statisticfor 2001

Decile EUROMOD - Reference - EUROMOD —Reference -EUROMOD — Reference -

points males males females females all all

1% 9,079 4,267 3,606 2,092 5,996 2,837

2" 18,328 12,115 7,714 5,408 11,185 7,955
3 23,304 20,355 11,000 9,532 15,977 13,450
4" 26,448 24,981 14,166 13,382 21,469 18,842
5 29,771 28,601 17,487 17,042 24,892 23,488
6" 33,930 32,479 20,969 20,838 28,473 27,663
7" 38,578 37,433 24,226 24,944 33,377 32,292
gh 47,169 45,195 30,196 30,444 38,854 38,813
o 58,819 60,291 36,888 39,565 51,241 51,435

*1/12 of annual income. Incl. apprentices and minages. Euromod: updated values from 1998 to 2001.

Reference statistics: unstandardised incomes (adjtis 1/12 of annual income).

Source reference statistics: Rechnungshof 2002.
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Table 12. Net-household-income (ATS, annual dividely twelve) by number of children in household in FROMOD database and

All households

0 children* in household

reference statisticfor 2001

1 child in hasehold

2 children in household 3 children in househd

Reference '00 Euromod '01 Reference '00 Euromod 'Gdré&tefe '00 Euromod '01 Reference '00 Euromod '01 Refer€0 Euromod '01

Unequivalised

N 3.241.000 3.238.520
Quartile Point 1 20.342 18.563
Median 31.809 29.054
Quartile Point 3 44,950 41.656
Mean 35.054 33.135

Equivalised ("modified" OECD: 1/0.5/0.3)

N 3.241.000 3.238.520
Quartile Point 1 14.850 13.813
Median 19.585 18.637
Quartile Point 3 25.422 24.697
Mean 21.191 20.660

2.123.000

17.361

27.314

41.006

31.328

2.123.000

15.274

20.858

27.234

22.303

2.195.260 533.000
16.106 26.351
23.926 37.382
37.852 51.200
29.426 40.765

2.195.260 533.000
13.764 15.056
18.637 19.448
24.697 24.000
20.660 20.411

* Child definition according to child benefit: perss under 18 and pupils, students and apprentices
Source reference statistics: Statistik Austria, $ttwold Budget Survey (“Konsumerhebung”) 1999/200.//www.statistik.at b.

471.417436.000

Z5.13 29.860

36.124

37.978

48.95 50.007

39.758

41.969

471.417436.000

74.46 14.047

18.778

16.983

33.63 21.122

20.169

18.290

432.773

29.669

7386.

48.139

432.773

14.105

70%36.

21.260

149.000

32.440

43.150

59.490

30.78 47.473

149.000

12.476

15.824

19.907

88.10 16.799

139.070
33.147

40.847
51.076

45.440

139.070
11.871

15.367
18.293

16.464
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Table 13. Pensioners’ Gross income received by rdsnts in Austria (ATS/year) in

EUROMOD database and reference statistics 2001

Reference ‘01 EUROMOD ‘01
All
N 1.823.658 1.756.144
Quatrtile Point 1 118.462 121.680
Median 186.672 180.558
Quartile Point 3 293.837 285.68b
Mean 227.499 234.884
Men
N 800.104 779.02P
Quartile Point 1 169.018 173.878
Median 256.602 243.795
Quartile Point 3 350.984 353.947
Mean 287.976 307.208
Women
N 1.023.554 977.12P
Quatrtile Point 1 102.459 117.191
Median 140.658 127.88)7
Quatrtile Point 3 224.018 206.37(1
Mean 180.219 177.226

Sources: EUROMOD

Reference statistics: Statistik Austria 2003b, 3fidome Tax Statistics (Lohnsteuerstatistik 2001 —
Sozialstatistische Auswertungen). The gross incoomeept used is that defined in the income tax ¢8@B

EStG).
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Table 14. Comparison of simulated taxes/contributios with external sources 2001

EUROMOD  External EUROMOD External
Taxes and contributions simulated (ATS million/year (a) source (b) Ratio (a)/(b) N (1,000) (d) source N (eRatio (d)/(e)
Unemployment insurance contributions 49,605 54,0%4 (1 0.92 2,510 2,627 0.96
Pension msura_nce_employees (excl. civil servamtls a 185,815 204,946 (1) 0.91 2509 2733 0.92
voluntary contributions)
Pension insurance self-employed 13,471 16,488 (2) 0.82 286 465 (2) 0.62
Healt'h insurance employees (excl. voluntary 117,223 104,100 (1)(3) 113 4657 5107 (3) 0.91
contributions)
Health insurance self-employed 7,136 11,347 (4) 0.63 8 24 395 (4) 0.63
Housing subsidy contributions 8,578 8,446* 1.02 2,932 a. n.
Employees' compulsory union contributions 3,159 n.a. 232 n.a.
Contribution to disability (accident) insurance 21 14,730 (5) 0.96 3,508 4,453 (6) 0.79
Employers’ contribution 39,649 44,886 0.88 2,834 na.
to family benefits fund
Employers' contribution 5710 na 2510 na
to bankruptcy fund
Income tax 223,301 270,508~ 0.83 3,654 n.a.
Tax on investments 1,679 28,181 (7) 0.06 937 n.a.

(1) Employees and employers

(2) GSVG/FSVG+BSVG+NVG

(3) incl. unemployed and pensioners

(4) Self employed+tradesmen+farmers incl. compilisarsured relatives
(5) Employers and self employed

(6) Employees and self employed; without studgmigjls

(7) KESt+KESt on interests

* provisional figures

Sources: Hauptverband der dsterreichischen Sorsadherungstrager 2002a, Hauptverband der sthisetoen Sozialversicherungstrager 2002b, KammeAdfiieiter und
Angestellte 2002, Statistik Austridtp://www.statistik.at
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Table 15. Comparison of simulated benefits with egrnal sources 2001

EUROMOD  External EUROMOD External
Benefits simulated (ATS million/year) (@) source (b) Ratio (a)/(b) N (1,000) (d) source N (eRatio (d)/(e)
Child benefit 38,538 37,400 (1) 1.03 1,100 1,090 (2) 1.01
Small children benefit 16 14 1.14 1 11 (3) 0.09
Newborn health check bonus 86 96 0.90 43 n.a.
Child bonus for pensioners
(non-civil servants) 475 372 1.28 63 62 (4) 1.02
Child bonus for pensioners 0 na 0 na
(civil servants) N h
Maternity allowance supplement 146 n.a. 5 8 (3) 0.63
Family bonus 657 1,005 (6) 0.65 31 n.a.
Minimum pension top-up 13,535 10,334 1.31 366 231 (5) 1.58
(non-civil servants)
Minimum pension top-up
(civil servants) 0 n-a. 0 n-a.
Social assistance 5,816 2,472 (7) 2,35 120 94 1,28
Longterm maternity benefit Kérnten 328 460 (8) 1,32 5 (85 0,33

(1) excl. federal and regional authorities (Gelk@tperschaften/Selbsttrager)

(2) September 2001. Receivers incl. federal aninadjauthorities (Gebietskdrperschaften/SelbstirtgdgChildren incl. Selbsttrager: 1,835

(3) September 2001.

(4) Bonuses December 2001.

(5) incl. widows, orphans.

(6) incl. assistance to single parents.

(7) General social assistance excl. Sickness-egmkenhilfe) and other benefits.

(8) Estimates for 2001.

* Sources: BMSG 2002, BMSG 2004, Hauptverband degréeichischen Sozialversicherungstrager 2002aptdarband der dsterreichischen Sozialversichetténger 2002b,
Kammer fir Arbeiter und Angestellte 2001, KammaerAibeiter und Angestellte 2002, Statistik Ausi203c
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The number of civil servants in the EUROMOD dat&basght also play an initial role in
how simulated contributions fit to the real figur&®e explain the differences in the number of
civil servants between our database and the realigyhave to clarify what we mean under
the term ‘civil servant’. In the EUROMOD dataset wse the following definition of civil
servants: all persons who were employed in theipeictor in the year 1998 and all other
persons (including students, inactive and pensgopepulation), who ever had been civil
servants. This definition is necessary in ordesitoulate benefits and some contributions paid
by for former civil servants. Table 16 shows thetrbution of civil servants in the
EUROMOD database according to employment status. dAfe see that approximately
470,000 persons are employed as civil servantggtin@ining almost 10,000 people belong to
other employment statuses. The number of curremtiployed civil servants seems to be too
high in comparison to the official statistics, whethe reference figure is 363,597
(Hauptverband der 6sterreichischen Sozialversicigstnager 1999, 22). This over-estimation
of the number of civil servants means that we uestenate non-civil servant employees, and
as a result we might over- or underestimate camiobs where civil- and non-civil servants

pay according to different rules.

Table 16. Distribution of civil servants in EUROMOD database according to

employment status 1998

Non-civil servant Civil servant Total

Pre-school 556,947 0 556,947
Farmer 162,612 0 162,612
Employer or self-employed 206,629 0 206,629
Employee 2,636,433 467,729 3,104,162
Pensioner 1,674,133 4516 1,678,649
Unemployed 127,671 0 127,671
Student, Pupil 1,258,846 1,917 1,260,763
Inactive 672,916 3,055 675,971
Sick/Disable 14,994 0 14,994
Other 151,183 419 151,602
Total 7,462,364 477,636 7,940,000
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4.2 Income distribution and poverty estimates

Although it would be desirable to compare EUROM@d3ults to a database different from
the one that is used as an input into the modelc@imparison to other calculations based on
ECHP does have some value becaussimelatea significant part of disposable income.

The decile values are quite close in the two estsm@dEUROMOD for 2001, ECHP for
2000). However, the poverty line and poverty r&@% of median) is lower in EUROMOD.
This could also partly be a result of the significaver-estimation of social assistance
expenditures in EUROMOD, although social assistazaraposes only an insignificant part
of disposable income in Austria (Forster et al. DOAs a result, incomes of households
receiving social assistance will often still remaielow the poverty line. The lower poverty

deficit in EUROMOD can also partly be explainedtbg overestimation of social assistance.
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Table 17.Incomedistribution and poverty comparisons 2001

EUROMOD®ECHP (2000Y’

Overall population

Gini-coefficients of EDI 0.23
“Poor” population 3!

Gini-coefficients of EDI 0.09
Overall population

Decile points (equ. ATS/month; 1/12)

1% 10,914 10,60:
2nd 13,286
3 14,975
4n 16,647
5 18,260 18,54¢
6 20,042
7 22,494
g 25,367
g 30,712 30,81«

Overall population

Poverty line (60% of the median) 10,956 11,13(
Below 60% of median 10.2% 12%
Poverty deficit? (bn ATS/year) 13,60 18,5¢
Poverty line (50% of the median) 9,130

Below 50% of median 4.0%

Poverty line (70% of the median) 12,782

Below 70% of median 17.8%

Source ECHP: ICCR 2002

29 EUROMOD simulations are based on 1998 income filata ECHP, updated to 2001. Household disposable

income is equivalised using modified OECD scal®.3-0.3). Poverty rates refer to individuals.

% The estimates are based on ECHP data, contaimiogne data from 2000 {7nd last Austrian wave 2001).

The disposable income is equivalised by modifieddDEscale, as well.
3L “poor” households have per-capita household datplesncome below 60% of the median.

32 poverty deficit is the mean difference of dispdsahcome of poor from the poverty line multipliadth

persons concerned.
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Breakdowns of poverty headcounts by age and gestumw also that all in all the poverty
rates in EUROMOD are under-estimated.

Table 18.Poverty headcounts by age and gender 2001

EUROMOD* ECHP (2000}’
Men WomenMen Women

Age 0-19

Below 50% of median 3.9% 4.4% 6% 8%
Below 60% of median 8.7% 12.1% 12% 14%
Below 70% of median 20.6% 20.3% 22% 25%
Age 20-59

Below 50% of median 3.7% 3.5% 5% 5%
Below 60% of median 6.5% 8.2% 8% 9%
Below 70% of median 11.8% 15.0% 13%17%
Age 60+

Below 50% of median 44% 5.1% 7% 9%
Below 60% of median 13.7% 21.0% 13% 21%
Below 70% of median 21.9% 30.0% 22% 32%

Source ECHP: ICCR 2002

%3 EUROMOD simulations are based on 1998 income filata ECHP, updated to 2001. Household disposable
income is equivalised using modified OECD scal®.8-0.3). Poverty rates refer to individuals.

% The estimates are based on ECHP data, contaimtogie data from 2000 {7nd last Austrian wave 2001).
The disposable income is equivalised by modifiedCDEscale, as well.
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