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Age Profile Germany

Figure 1 shows the age profile of the German population for the 2 years used so far to estimate parts of NTA (2004 and 2006) as well as a forecast for 2030.
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Figure 1: Age profiles Germany 2004, 2006 and 2030

Data
For the household micro data the German Socio-Economic Panel (GSOEP) is used. The GSOEP is conducted annually since 1984, first only for Western Germany and after the Reunification a subsample for East Germany was drawn and is for 18 years part of GSOEP. It provides all necessary information on income sources and living conditions, it is unfortunately missing private consumption variables. Therefore the Income and Expenditure Survey will be used in the future. Tobacco and tax profiles are also drawn from the GSOEP as well as property income. The age of the individuals is not very well indicated in the survey. Because of the survey being conducted mainly in the first quarter of the year, age 0 is heavily underrepresented. 
The macro controls can be obtained from the Federal Statistical Office and the National Accounts. Public education information are provided by the ministry of education, such as enrolment rates and unit costs for students to draw the age profiles. These are adjusted to the National Account macro controls. For public health expenditure a publication on the costs of illnesses for different age groups is used to finish the age utilization profile.

Labor Income

The per capita age profile for labor income is estimated using household survey data for Germany. The GSOEP provides a lot of detailed variables on income for Germany. For the profile it is taken the self-employed income as well as the combined income from wages and earnings from first job and secondary employment. All income variables can be derived directly from the survey. Age 17 is the first observation with an income greater 0. The sharp decline in the early 60s is probably due to the legal regulations for retirement that implicitly punish working longer (Boersch-Supan 2003). In the following step the age profile of labor income was seperately smoothed for earnings and self-employment income per capita with a span of 0.05. 
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Figure 2: Labor Income per capita, Germany 2004

In the last step the 2 age profiles are adjusted to the macro controls proportionally. For 2004 the compensation of empoyee’s added up to 1,137,800 million Euros. The aggregate for mixed income is calculated in the following way: the household operating surplus in the National Accounts includes household imputed rent and mixed income. It is split in the two aggregates by using the share of the two variables given by the survey. Figure 2 shows the adjusted labor income per capita for Germany in 2004.
Public Consumption

Public consumption captures the value of consumption of goods and services individuals receive through the public sector and distinguishes education, health, and other public consumption. For public health consumption an official administrative record is available giving detailed information about the costs of illnesses for 15-year age groups. These costs are calculated by the Statistical Office using data on the utilization of health services by age provided by public health insurances. This age profile is adjusted to the reported public health expenditures by the National Account. According to this record, public health expenditure amounts to 25% of the social security expenditures. The health profile is smoothed with a span of 0.2. It needs to be found the costs for age 0 and the costs for long term care need to be included. Furthermore it would be interesting to have more detailed information on the expenditure for vaccination, hospitals etc. to maybe correct it little bit down for the high expenditures at old age. Figure 3 shows the age profile for public health expenditure.
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Figure 3: Public Health Expenditure per capita, Germany 2004
For public education expenditure unit costs per student per level of education are available. So the unit costs for primary school are adjusted to the enrolment rate of 98.8% and expressed in per capita costs again. The same works for tertiary education, corresponding enrolment rates are 30%.
	Level
	Primary 
	Secondary
	Tertiary

	School type
	Primary School
	Hauptschule
	Realschule
	Gymnasium
	Gesamtschule
	Berufschule
	University

	Unit costs in Euro
	4000
	5600
	4500
	5400
	5600
	3500
	7900

	Age
	5/6-10/11
	10/11-16/17

	10/11-18/19
	10/11-16/19
	16/17-19/20
	18/19-XX


For secondary education the unit costs for each type of school are multiplied with the number of students at the level and divided by the number of all students enroled in secondary education. The new unit costs for age 10/11 to age 16 amount to 5749.16 Euro per student. 
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Figure 4: Public education expenditure, Germany 2004

Other public expenditure is assigned equally for each age amounting to 1207 Euro per capita. The age profile for total public consumption is given in figure 5.
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Figure 5: Total Public Consumption, Germany 2004

Private Consumption

The age profile for private consumption cannot be finished due to a lack of data. The main German surveys only report detailed information on various sources of income and expenditure for heating, water, rent, etc. Information on private education and health consumption cannot be obtained seperately. Therefore the aggregate public expenditure is adjusted using the equivalence scale. The following preliminary estimations for the life cycle deficit are not the last results. But from the aggregate figures of the income and expenditure survey it is known that 1% of private consuption is spent on education and 3% on health. So after having access to the Income and Expenditure Survey by the Federal Statistical Office this part will be finished. The aggregate control for 2004 adds up to 1,307,530 million Euro.
One profile could be drawn from the GSOEP reporting the private consumption for housing, figure 6 shows the results. Due to a lot of noise at older ages it is cut off and remains constant after age 80.
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Figure 6: Rental value of owner occupied housing, per capita values, Germany 2004

Life Cycle Deficit

The life cycle deficit is pictured in figure 7. It is very preliminary due to the missing profiles on private consumption and the not yet final version for public health expenditures. The productive period starts at the age of 29 and ends with 60. 
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Figure 7: Preliminary Life Cycle Deficit, Germany 2004
Macro Controls

	Private Cons
	1,307,530,000
	 

	-priv. educ.
	11,767,770
	1%

	-priv. health
	49,686,140
	3%

	-housing
	123,240,000
	9%

	-other
	1,245,952,850
	87%

	Public Cons
	415,590,000
	 

	-publ. educ.
	77,121,000
	19%

	-publ. health
	180,000,000
	43%

	-other
	167,469,000
	38%

	Labor Income
	1,137,800,000
	 

	Self-Empl. Income
	51,872,660
	 


Table 1: Private and Public Consumption, Labor Income, Germany 2004

	Child allowance
	325,000,000

	Maternity leave
	3,345,000,000

	Unemployment benefit
	45,900,000,000

	Widow & Orphan Pension
	44,930,000,000

	Old Age Pension
	242,810,000,000

	Accident & Disability
	30,000,000,000

	 
	 

	Health Care
	180,000,000,000

	Education
	74,200,000,000

	Other
	313,000,000,000 (other public consumption + in kind social security)


Table 2: Public Sector Inflows, Germany 2006
	Taxes on income, profits, capital gains 
	280,880,000,000

	Taxes on property
	19,190,000,000

	Taxes on goods and services (7% or 19%)
	234,500,000,000

	Social Contributions
	401,080,000,000

	 
	Unemployment: 3.3%

Old Age: 19.9%

Health: ca. 14%

Long Term Care: 0.9%



Table 3: Public Sector Outflows, Germany 2006

Taxes

More than 30 different taxes have to be paid in Germany. Main taxes are the VAT, labor and capital income taxes and the corporate taxes. The 10 most important taxes sum up to 90% of government tax revenue. In a complex way Central government, state and local government share these revenues and differ in authority.
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Figure 8: Age Profile Tobacco Consumption Tax 
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Figure 9: Age Profile income tax, Germany 2004

Figure 9 shows only taxes on income for individuals.
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Figure 10: Social security contributions per capita, Germany 2004
Asset Income

Figure 11 shows the property income per capita for Germany 2004. This profile includes income from interest, dividends and rent. 
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Figure 11: Property Income per capita, Germany 2004

Public Transfers

The German Social Security System grants generous public cash transfers to its members of the welfare state. The profile for public transfers is shown in figure 12 for 2006. This is due to the fact, that in the preceding years major reforms in the public sector took place coming into effect in 2006. Different cash and in-kind transfers to unemployed people where combined to one sum called Hartz IV (345 Euro per month per person plus rent). An effect of maternity leave transfers is probably only visible after 2007, the year of introduction of a new maternity transfer depending on the latest yearly income of the staying home parent. Pension cutbacks are only visible in the future, the net replacement rate is gradually decreasing over the next 13 years.
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Figure 12: Public Cash Transfers, Germany 2006

For the following profiles the private consumption age profile of Finland is used for a more realistic estimation than with equivalence scale. The closeness of all profiles to Finland can be seen in the Comparison section.
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Figure 13: Private Sector Outflows, Germany 2006
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Figure 14: Public Transfers, Germany 2006
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Figure 15: Public Transfer In- and Outflows, Germany 2006
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Figure 16: Public Transfers, Aggregate Values, Germany 2006
Limitations

Many of the estimations are very preliminary due to the missing information on private consumption. After getting access to the Income and Expenditure Survey I will be able to compute the final versions of LCD and other profiles. 
Next Steps

Fully understand the German social security system and the tax system.
Decompose health expenditure for public sector.
Get private consumption data, update my LCD. 

After finishing real LCD go on with other components of NTA.
Write a dissertation proposal.
Comparison

The following figures compare the German profile to other European members of NTA. The labor income profile is very close to Finland with respect to the starting working age, retirement age and share of self-employment income. Although Germany has a similar apprenticeship system to Austria, the German profile starts later and does not match with Austria.
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Figure 17: Labor Income Profile Germany 2004, 4.4% share of self-employment income
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Figure 18: Labor Income Profile Finland 2004, 4.6% self employment income
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Figure 19: normalized labor income profiles
[image: image20.emf]Life Cycle Deficit

-1

-0.5

0

0.5

1

1.5

0 10 20 30 40 50 60 70 80 90

Age

Finland LCD

Germany LCD


Figure 20: Comparison Life Cycle Deficit Germany and Finland 2004

Demographic Dividend

The demographic dividend was computed with the given programme. As share of transfers for elderly 
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= 0.6 and the transfers to kids are 0.45. This procedure will be repeated after having more realistic estimates for 
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Figure 22: First and Second Demograhic Dividend, Germany
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