THE EFFECTS OF REDISTRIBUTION ON SIZE DISTRIBUTION OF PERSONAL INCOME AND HOUSEHOLD NET
INCOME IN GERMANY IN 1955 AND 1959
by G. Goseke
I. THE PROBLEM^

THEstudy deals with some aspects of the income structure of
the Federal Republic of Germany. The central problem is that
of the redistribution of income, which largely depends upon
numerous provisions in the fields of tax and social security law.
A numerical approach meets considerable difficulties. The
method has been to attempt to follow the process of redistribution; gross income; net income; income of households by
size distribution on various characteristics. This project is based
on the results of former research of the author on personal
income distribution as well as on a recently published analysis
of the size distribution of income of households in the Federal
Republic.

n.

THE METHOD

The results and basic data of this size distribution of incomes
are not derived directly from tax statistics. Using all material
available in the Federal Republic, the object has been to use
macro-economic data compatible with the national accounts;
in so doing the concepts and definitions used in national
accounting have had to be used to a large extent. Special attention has been given to the co-ordination of data in order to
obtain identity with the macro-data not only for income aggregates, but also for the labour force (income receivers) and for
private households (as there defined) as well. The interdependence of gross income, deductions and transfers permits a useful
control of the data found here; in spite of the fact that the
macro-data were estimated for other objects, they could be
broken down sufficiently to yield at least qualitative results.
Regarding the range of incomes as defined here, the income
'In the text of this article a number of references appear concerning the
incomes received and taxes paid by workers of various types (wage as opposed to
to women). The maior table (Table 1) has been
salarv earners. men as onaosed
-condensed Fo;public~tion so that de&$dinFormatfon relati& to maiters mentioned in the text may not he given. The full details may be obtained from the
author or from theI.A.R.1.W. secretariat.
-er
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of private corporations has to be included in gross and net
income. The gross income of employees is represented by the
gross wage and salary total; thus employer contributions to the
national insurance have been excluded. In the disposable net
income of private households, fiually, net wages and salaries,
drawings of self-employed - i.e. distributed profits - and transfers of income have been combined. Undistributed profits,
however, have not been included in the household income.
It was certain doubts about their nature which led to the
abandonment of the income tax statistics as a source of information, or at any rate to their use as a subsidiary source only,
when required. The fiscal income-concept of income differs
considerably from the one used here. In addition, it is difficult
to extend the interim results to the required totals, within the
fiscal definition. The results of sample enquiries of the 'Statistisches Bundesamt' concerning the wage and salary structure
have been principally used as basic material for the size distribution of employees' incomes. Special official surveys were
available also for the size distribution of pensions. More serious
statistical diRculties had to be overcome in obtaining the size
distribution of the incomes of the self-employed. The best way
of proceeding in this field appears to be a combination of the
'turnover-tax' statistics with statistical results on the cost-profit
structure, both of which are classified in the same size-groups
for amount of turnover. The most important source for the size
distribution of household-incomes was an interview-survey on
incomes conducted as part of the Census on Housing.
Concerning deductions, 'income and corporation income
tax', 'property tax', 'payments for the equalization of war
burdens', and the contributions of employees to the national
insurance have been grouped as 'direct taxes'. 'Transfer incomes' have been deihed only as current income transfers by
public authorities recorded in the national accounts. These are
chiefly payments of national insurance, pensions of Civil
servants, payments to war victims, and expenditures of social
welfare authorities.
The basic data for the grouping of persons into occupations
and social status have been based on current representative
surveys of the growth of the labour force (microcensus), and
completed from other official sources on employment and on
socio-economic groupings in the Federal Republic.

222

INCOME A N D W E A L T H : SERIES X

III. THE 1ECOMi3 OF SELF-EMPLOYED
COMPANIES

AND OF PRNATB

1. Gross incomes and deductions
According to the national accounting figures in 1955 the
gross income of all self-employed and private companies of the
Federal Republic of Germany amounted to 52.8 mrds. D-Mark.
For statistical reasons, as mentioned before, the profits of
private companies have also been included in this total. Knowing that during recent years about one-thud of all the selfemployed have been working in the fields of agriculture and
forestry, almost a quarter have carried on handicraft businesses,
and another fifth have been engaged in commerce, an approximate picture of the numerical distribution becomes apparent.
In comparison, the number of self-employed owners of industrial enterprises has indeed been small. Their share in the total
income and the profits of all the self-employed is, however,
considerable.
Clearly the size distribution of income of the self-employed,
in contrast to the income of the wage earners and pensioners
(yet to be investigated), shows little discernible concentration.
(See Table I, lines 1 to 4). The differences in income are very
great. It must be remembered that the level of income is largely
dependent on the type of profession or trade carried on. The
'self-employed' category covers various types. It includes the
'self-employed' worker on his own account, the small farmer
and tradesman, the professional man, middle-rank independent
entrepreneurs employing a limited number of others, as well as
owners of large-scale capital-intensive businesses enjoying
monopoly profits. Finally, it must be borne in mind that their
income is not only spent, but - to an extent rapidly increasing at
the higher levels of income - used also for financing additional
investments in their businesses.
Consequently the self-employed income recipients are spread
widely over the income groups; a concentration of income
recipients in certain income groups, of approximately the same
range as is typicaI for employees and pensioners, cannot be
established. It must be remembered that the proportion of
farmers and of self-employed without additional employees mostly craftsmen - is dominant in the lower income groups, by

G.

GUSEKE

223

number. With regard to the distribution by income, however,
the picture is completely different. In 1955 the income share of
the upper classes - 100,000 D-Mark income and more - was
almost 40 per cent. Nevertheless it must be taken into consideration that private corporations, with their profits mostly undistributed, influenced this distribution considerably.
The deductions from gross income in 1955 ('income' - and
'corporation income tax' including special payments for Berlin,
'property tax', and 'payments for the equalization of burdens')
constituted a strongly progressive burden. The varying course
of the tax-charge (compare Table I, lines 9 and 10) is based upon
the differences of tax definitions. The fiscal concept of income,
to which the particular rates of taxes are to be applied, departs
considerably from the one used in the national accounting and
here. Certain earnings, included in the economic definition of
income, are missing in the fiscal definition, or are taken into
account incompletely, or are explicitly exempted from taxation
by legislative concessions. The fiscally permissible depreciation
rates, too, are in general considerably above the rates of depreciation used in national accounting. In view of these correctionsitisnot surprisingthat personalincome tax and corporation
tax are nominally imposed at higher rates than those here shown.
Only the personal income tax shows a progression of rate.
The corporation tax, like the remaining taxes considered here,
is imposed at flat proportional rates - though at a higher level.
The property tax permits relatively high exemptions, which is
also to some extent the case with the 'payments for the equalization of war burdens' which were assessed upon property held at
the time of the currency reform of 1948, or at the end of the war.
Since these taxes affect mostly higher - especially unearned incomes, the fiscal charge on the self-employed income is
somewhat strengthened in its progression by these additional
payments.
Finally reference must be made to the fact that Gennan
agriculture is freed to a large extent from 'normal' tax payments;
its tax payments have, in fact, been heavily reduced during the
last ten years. As mentioned above, one-third of all selfemployed income receivers are farmers, and generally located
in the middle or lower income groups. Therefore the average
tax burden of all income recipients in these ranges, compared
with the nominal rates of taxes, are remarkably small. In 1955
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the direct taxation upon the self-employed - an amount of 12.5
mrds. D-Mark with an average burden of 23.7 per cent -was
raised mainly from the higher income classes. The self-employed
and corporations with a gross income of 100,000 D-Mark and
over and a share of almost two-uths of the total income paid
more than half (56 per cent) of the tax receipts. Considering all
self-employed who were taxed at more than one-fourth of their
gross incomes, the different fiscal charges become clear. More
than three-fourths of all the taxes recorded here were paid by
that group, consisting of 8.3 per cent of all self-employed income
recipients and companies.
A comparison of the income in 1955 and 1959 shows a
remarkable increase and a change of size distribution as well as
of tax burdens. During the period investigated total gross
income increased by 36 per cent to 71.6 mrds. D-Mark; payments of taxes grew considerably faster, by about one-half, to
18.8 mrds. D-Mark. Thus the proportionate burden increased,
in spite of a lowering of tax rates, for self-employed as well as
for corporations in 1958. The increase in the average burden,
now 26.3 per cent compared with 23.7 per cent of the gross
income in 1955, affected the particular income classes very
unequally. In the lower and middle income groups, up to
12,000 D-Mark annual income, the reduction of tax rates even
made tax payments smaller.
This varying development of tax charges is to be explained
largely by some measures of German fiscal policy during this
period. On the one hand, besides the tax reduction for the
agricultural sector already mentioned, the smaller self-employed
were also freed from tax to a larger extent by higher tax exemptions. On the other hand certain fiscal concessions (free depreciation allowances, which had greatly assisted the first phase of
reconstruction of the German economy after the currency
reform), which, in fact, benefited mainly the bigger firms, were
withdrawn. It is a well-known fact that a progressive tax
schedule, with rising income, leads to a more than proportionate
rise in tax payments. Even at a constant rate of tax for any
given income, the aggregate tax burden would increase with
changes in the income structure. In the 1955-9 period this
change in the distribution of income alone would have made the
total tax charge grow from 23.7 to 25.3 per cent (actual level:
26.3 per cent).
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The figures of the size distribution for 1959 give further
information on this subject. Generally a rapid rise in numbers is
to be noticed in the upper classes. With an almost constant
number of self-employed, their numerical share in the lower
income groups up to 6,000 D-Marks decreased considerably,
because of the rapid rise of income. In comparison with 1955
the distribution of income changed even more. Thus in the
lower groups up to 6,000 D-Marks even the absolute amounts,
between 6,000 D-Marks and 24,000 D-Marks the relative
amounts, decreased. In contrast the proportion of income
receivers above 100,000 D-Marks was growing rapidly. Now
they receive more than two-fifths of the total income and pay
almost three-fifths of all taxes.
2. Net income

The distribution of income after all deductions have been
made is much more even. About the method of computation it
may be said that the smaller transfers of income to self-employed
- less than 1 mrds. D-Mark - which are of considerably more
importance to other income receivers, have been excluded in
order to simplify statistical procedure. These amouuts can be
approximately set off against property incomes received by
those who are not self-employed.
In comparison with the size distribution of gross income in
1955, the processes of levelling caused a decrease in all upper
and middle groups down to a net income of about 8,000 DMarks. On the other hand, the figures for the lower income
groups increased relatively as well as absolutely. In 1959 a
similar gross-net-shifting of the distribution of income is to be
noted, although on a higher level. Likewise all net income
classes which exceed 8,000 D-Marks contain lower numbers
than the equivalent gross income classes. On the other hand,
all lower net income classes have a larger proportion (Compare
Table I, lines 15,16,17 and 18).
The more even distribution becomes apparent in the Lorenz
Table, too. (Compare Tables I1 and 111.) Compared with the
size distribution of gross income in both years the net-shares
of the income receivers cumulated by deciles of income units
were higher all through up to 90 per cent of the total. In 1955 as
well as in 1959 90 per cent of the income recipients received
almost 40 per cent of the gross income, but they received 45 per
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cent of the net income. Thus between the two years the tendency
towards levelling remained comparatively constant.
IV. THE INCOME FROM EMPLOYMENT

I . Gross income and deductions
In contrast to the size distribution of income from selfemployment the size distribution of income from employment
shows a relatively homogeneous group, of limited range.
(Compare Table I, lines 5, 6, 7 and 8.) The earnings of the
employed are payments contractually agreed upon for varying
personal labour performances. The large variance of undistributed profits, and the heterogeneity of the self-employed
professions, which determine the extraordinary range of selfemployed income and the income of private companies, scarcely
influence the income of non-self-employed labour. As will be
shown later, there are considerable inequalities of income
between men and women and between wage earners and salary
earners. However, these inequalities are not marked enough to
widen the relatively small spread.
In 1955, except for the lowest income class (which includes
mostly apprentices with their educational grants, and part-time
employed), a concentration was found in the three classes between 2,400 D-Marks and 6,000 D-Marks, with gross income
chiefly around 4,000 D-Marks: almost two-thirds of all employed belonged to that group. Including the lowest class and
the class above it in this group, within the comparatively small
range up to 7,200 D-Marks, we have covered more than 90 per
cent of all those receiving income from employment.
Because of this narrow distribution - compared with the
self-employed - the effects of fiscal progression are also small.
It is remarkable that in 1955 and also in 1959 wage tax payments
(including 'Notopfer Berlin') amounted to only one-third to
one-half of all deductions from income, the remainder consisting chiefly of national insurance contributions. Since
national insurance contributions up to a certain income level
move proportionally, but after that, regressively, an analysis of
changes in the total tax charge becomes more complicated.
For 1955 the wage tax burdens, including the special payment
('Notopfer Berlin'), shows an average charge of 6.3 per cent. In
the income distribution as it was less than one-tenth of all
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employed paid more than 10 per cent of their incomes as tax
and social contributions.
The charges for national insurance depend upon German
social security laws. There are not only different rates for the
pension, health, and unemployment insurance, which for the
majority of employees are deducted in one sum, but the obligation to pay also varies from one service to another. Thus apprentices and others employed s t low wages are partly or entirely
exempted from national insurance contributions. For the
employed of the middle income classes, it can be assumed
that the national insurance contributions cover them completely, and as a rule they are charged with a proportional rate
of 10-11 per cent. This is not true for Civil Servants, who
generally are not subject to national insurance. A slight regression was to be seen at about the annual income of 6,500 DMarks, caused by the income limits for the separate insurance
branches. It is intensified in the upper income classes, because
of the exemption of the higher salaries from contributions.
Therefore national insurance contributions predominate in the
lower income classes, while the wage tax is of more importance
in the upper
.. income classes, and dominant in the top
. income
group.
Examination of the total deductions at different income
ranges generally shows that progression of the wage tax is
taking place, but, because of the regression of payments for
national insurance contributions, the total charge increases
slowly, and rises rapidly only in the top income classes.
Though the detailed figures are not presented here, certain
characteristic differences between male and female employed
become apparent in the size distribution. On the one hand, the
distribution of women's incomes, since these are considerably
lower, is even more intensely concentrated in the lower income
classes - almost 90 per cent of all female income receivers
earned less than 4,800 D-Marks. On the other hand, the wage
tax charge from women in the comparable ranges of income is
higher than for men, because the tax allowances from income
(especially for children) are smaller. The average total tax
charge frommale employed is somewhat higher only because the
share of the upper income classes is higher.
Variations in the distribution of gross income also arise from
the occupational position of the individual employee. Thus the
G. G~SBKE
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most part. Since these additional payments did not show an
equal share in all groups, but went to a large extent to receivers
of smaller or middle earned income, the levelling of the size
distribution of income was increased further. Thus in 1955 in
the gross size distribution almost two-thirds of all employed
were concentrated in the three lower income classes up to
4,800 D-Marks; in the net income distribution almost threefourths of all income receivers were found in the same classes.
(Compare Table I, lines 19,20,21 and 22.)
The overwhelming part of the transfer payments was for the
benefit of wage earners, extending therefore the equalizing
effects of the redistribution far more than in the case of salary
earners. The unemployed compensation had a big share in this,
since its payments, especially for seasonal unemployment, are
claimed mostly by wage earners. Sickness benefits, too, are paid
to wage earners to a considerably larger extent than to salary
earners, whose salaries generally continue to be paid at least for
another six weeks in case of illness. The payments from accident
insurance were also claimed in the main by wage earners, because of their heavier accident risk. Finally the proportion of
pensioners continuing to work is generally greater among
wage earners. Therefore it is not surprising that, unlike salary
earners, the revenues deducted from the income of wage
earners almost come back as transfer payments.
In 1959 the structure of the net income from employment was
influenced by the same factors, with similar effects; the increase
in net wages and salaries and in transfer payments turned out to
have approximately the same extent. (Compare Table I, lines
20 and 22.) The income levelling was similar. Allowing for the
rising number of employed, and the remarkable decline in the
number of unemployed, the mode, in contrast to 1955, moved
into the group 4,800 D-Marks to 6,000 D-Marks, and the share
of the lowest income classes was reduced considerably. Because
of the reasons mentioned above, in 1959, too, the process of
levelling took place considerably more intensively among wage
earners (transfers of income almost reaching deductions) than
among salary earners, who again had a relatively small share in
the transfers.
V. INCOMB OF PENSIONERS

The results of redistribution are of special interest in this

social group. In the dehition, used here, pensioners are recipients of income transfers who receive trivial or no compensations
for working. Predominantly they are recipients of payments
from national insurance, Civil Servants' pensions, war victims'
compensations, and expenditures of the welfare authorities;
the old age pensions of the social insurance represent the largest
share.
.-~
.~~

In 1955 and in 1959 pensioners living exclusively on transfers,
received about two-thirds of the total of transfers of income. A
look at the 1955 income structure leaves no doubt that a large
number of income receivers had insufficient incomes, which did
not yet reach the minimum standards of the welfare authorities.
Thus two-thirds of the whole group remained below 2,400
D-Marks, and among the female pensioners there were even
four-fifths of all recipients who had to be contented with less
than this amount. Therefore it is not surprising that the spreading of the pension income was very small. In 1955 only the
relatively high pensions of the Civil Servants reached the middle
and upper income classes. (Compare Table I, lines 25 and 27.)
The reform of the pension insurance in 1957, however, led
to a rapid increase in benefits; mostly they increased by more
than half, very often even reached twice the amounts paid in
1955. The financing of these additional payments was made
possible by an increase in contributions, by higher Federal
grants, and finally by a reduction in the accumulation of financial assets by the national insurance.1
The size distribution of pensions whose total amount rose
from 14.1 to 22.5 mrds. D-Marks between 1955 and 1959 had
changed relatively more than in other income categories. The
share of pensioners in the lowest income class went down from
two-thirds to one-third of the total, while the share in all other
classes increased rapidly - generally by more than double.
(Compare Table I, lines 25,26,27 and 28.)
VI. TRANSFER INCOMES AND iWT INCOME

Before entering the sphere of household income, it may be
useful to throw some light on the s i m c a n c e of transfers for
1 The financial risks originally feared turned our lo be unfounded. In view uf
favourable cconomlc dcvelupmcnls, the payments, though increased already
several rlmez. could be met without difficulty, and rllr minimum reserves dcmanded by t& Legislature werenot endangered:
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net incomes (transfers defined as before: undistributed profits
included).
How much the transfers were able to equalize distribution
is shown by the fact that the average share of transfer payments
in all net income groups of 16.8 per cent in 1955 was surpassed
by far in the two lowest income classes (55 and 27 per cent
respectively), and decreased rapidly in the higher ranges of
income. (Compare Table I, lines 29 to 38.)
The more than average increase of pensioner incomes intensiiied the degree of redistribution in 1959; compared with the
share of 1955, in 1959 an increase occurred in all income classes.
The relative change was especially great in the ranges between
2,400 and 4,800 D-Marks, typical for pensioners. (Compare
Table I, lmes 25 and 26.) The tendency is quite clear: the extraordinarily different inflows of transfer income to the classes in
question contributed to a considerably more even distribution
ofnet income thanin 1955.
V1I. INCOME OF HOUSEHOLDS

1. Personal income and income of households
Only the co-ordination of personal income and household
income data makes it possible to h d out more about the importance of transfers in the material situation of the individual.
To facilitate the next step towards ascertaining the incomes of
households, it may be useful to sum up once again the total
amounts and the number of income receivers or households arranged according to the main groups - for the net income
tables. Thus in 1955 and 1959 the wage earners got the biggest
portion of the personal net income with 55 and 59 mrds. DMarks respectively, but this amount had to be shared by 12.8
and 13.0 mill. income receivers respectively. The net income of
the self-employed - the second largest group - amounted to 40
and 53 mrds. D-Marks respectively, and was available to 3.2
mill. self-employed income receivers. The salary earners whose
number increased, between the two years, from 4.9 to 6.0 mill.
received 25.9 and 39.6 mrds. D-Marks respectively. Finally
14.1 and 22.5 mrds. D-Marks respectively fell to the share of
the pensioner group.
The household incomes have been Erst classified according
to the occupational position of the head of the household,
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usually also the family member with the highest income. For
the use of the data which follow it is important for the undistributed profits of the self-employed and of private companies
not to have been included in the household income. So smaller
amounts are shown here than in the personal income distribution.
The number of income receivers (1955: 26,740 mill. persons;
1959: 28,670 mill. persons) surpassed the number of private
households considerably (1955: 16,370 mill. households; 1959:
17,225 mill. households). Thus in numerous cases a family has
more than one income receiver. So it is easy to see that information about,the size distribution of income for individuals in
general is not sufficient to give a conclusive account of their
economic resources. The standard of living of the household is,
quite apart from the income level of its head, dependent on the
number of further members of the household, and on their
contributing or not contributing to the income of the family.
Almost half of the population of the Federal Republic lives in
households of three or four persons. The uneven distribution of
these characteristics, that is to say the level of the individual
income, the number of income receivers, and the number of
members of the household to be provided for; and, finally, the
exclusion of undistributed profits, led to a considerable increase
of differences among the employee and pensioner households,
but to a decrease among the employer households, and, because
of the large part which employers' households play in widening
the dispersal in the national table of income distribution, to a
decrease in dispersal here, too.
This study can only examine in detail the redistribution of
personal income among individual households. The consequences of this second redistribution depend not only upon a
multifarious distribution between income strata, but also on the
social structure of the population. A survey of the arrangement
of the private households in Western Germany shows that in
1955 the wage-earner households with 35 per cent of the population stood at the top, followed by the pensioner households
(28 per cent), the households of salary earners (20 per cent), and
the households of the self-employed (17 per cent). The share of
the salary earner and pensioner households has slightly increased during the last years, at the cost of the households of
wage earners and especially of the self-employed.
G.
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Since the average incomes in the main groups show considerable differences, other relations arose for the income shares:
32 per cent of the total income of private households, which in
1955 amounted to 111 mrds. D-Marks, fell to the share of the
wage earners' households, 27 per cent to the households of
self-employed, 24 per cent to the households of salary earners
and civil servants, and 17 per cent to the pensioner households.
These proportions remained almost the same in 1959, although
the total income had increased rapidly (159 rnrds. D-Marks).
Only the households of pensioners were able to improve
their relative position slightly. (Compare Table I, lines 39 to
58.)
All that has been said about the interrelationship of the different household characteristics in general, is valid for the
transfers of income, too. Distinction has to be made not only
between transfers to pensioners and to employed persons; often
pensioners are living as additional income receivers in households whose head is working and vice versa.
2. Income of households and transfers
This study could not examine the different sizes of households, because such a classijication would have been out of
place. Thus conclusions from the total size distribution can be
drawn within narrow limits only. As a rule it can be said that in
the lower income classes households with a relatively small
number of dependents - often single person households - prevail, and therefore resources, measured by the income per
household member, show a rather more even distribution than
is to be seenin the following figures.
The size distribution of the income of households for 1955 is
- compared with the personal size distribution of income characterized by the fact that the lower as well as the top classes
had a smaller share, and in general a more even structure prevailed. (Compare Table I, lines 39 to 58.)
Whcn the head of the household has a relatively low income,
the employment of further members of the family becomes
necessary. Considerable cumulations of income not infrequently
occur, so that the actual situation may be very different from
that indicated by the distribution of individual incomes. The
varying distribution structure of the income of self-employed,
employees and pensioners is still perceptible on the level of
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households, but its spread was somewhat smaller. Finally it
must be mentioned that in the households of pensioners - very
frequently one or two person households - in comparison with
the other household categories on an average the average number of household members was outstandingly lower.
The improvement in the income situation of private households between 1955 and 1959 is marked not only by the large
increase in total income, which rose from 111 to 159 mds.
D-Marks, it was intensified by a rising degree of income cumulation - the number of income receivers grew faster than the
number of households. Regarding size distribution of incomes,
it is apparent that the number of households in the three lowest
income classes was reduced considerably in favour of a higher
density in the middle and upper classes, predominantly because
of the great increase of pensions.
The share of transfer incomes is greater in the income of
households than in the total and the disposable personal incomes, because undistributed profits are now not included.
Thus in 1955 more than two-thirds of the income in the lowest
income classes up to 2,400 D-Marks consisted of transfer payments, and in the two following classes this share still amounted
to one-third and one-fourth respectively. With regard to the
distribution of transfer incomes by absolute amounts, a dierent
picture appeared; the transfer incomes being distributed more
evenly, and being found to a considerably greater extent in the
upper classes of income.
Of course, transfer incomes predominate in the households of
pensioners. In absolute terms, however, payments to the remaining categories of households, are higher in the upper income
classes (above 8,400 D-Marks). The causes of this result can
finally be traced back to the numerous possibilities of cumulation in the households in question.
In 1959 the share of transfer incomes amounted to 20.5 per
cent (1955: 18.9 per cent). Transfer incomes rose proportionally
in all ranges of incomes, but the increase was especially rapid
in the lower classes. Incomes of households below 2,400 DMarks consist exclusively of transfer incomes. The share of the
transfers amounted to more than half in the income group up
to 4,800 D-Marks, and it still reached 45 per cent in all income
classes up to 6,000 D-Marks. In the next higher income classes
the share is considerable, too. It drops to less than one-tenth
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only in the two top income groups, that is at an income above
18,000 D-Marks.
In this period the share of all transfer incomes going to the
households of pensioners increased more than the share of total
transfer incomes. More than half of all transfer incomes were
received by the incomes below 12,000D-Marks.
VIII. A BALANCE OF REDISTRIBUTION

In view of the numerous intluences affecting redistribution,
some method must be sought of determining its total dimensions. The previous steps were designed to trace out the details;
for giving the more general aspect individual gross and net
incomes must be compared. The intention is to find out how
different amounts of deductions and transfers affect the original
(gross) incomes in each group. A comparison between the gross
income and the income of households indeed would have been
more desirable, but was not possible because of statistical difficulties in apportioning deductions between households.
In both of the years examined the total deductions and transfers are nearly equal, but accidentally. The statistical definitions
used here impose no requirement for such identity.
Of decisive importance for the degree of the redistribution
in each income class is the action of the two opposed income
flows: the taxes increasing progressively, the transfers declining
regressively. This is seen in the distribution of the absolute
amounts. In 1955 one-third of the transfers - 7.2 mrds. DMarks - contributed to enlarge the lowest incomes up to 2,400
D-Marks. On the other hand, one-third of the total deductions
were paid by the two top classes, constituting a substantial
reduction of these incomes.
The surplus of transfers over deductions (and vice versa)
in the particular income groups of the gross and net figures
indicates the change of the original income structure. In 1955,
with deductions amounting to 23 mrds. D-Marks and transfers
amounting to 21 mrds. D-Marks, more than 12 mrds. D-Marks
went to the income classes up to 6,000 D-Marks, while the upper
ranges of income were reduced by an amount of more than 14
mrds. D-Marks, of which about 10 mrds. D-Marks alone were
deducted from incomes above 24,000 D-Marks. (Compare
Table I, lines 33 to 38.)
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The absolute amounts of 'net-transfers' are not sufficient to
analyse the effects of time on the redistribution. A coefficient
for the degree of redistribution can be obtained by entering the
difference between deductions and transfers as a share of the
original gross income. For 1955 the following structure becomes apparent: a large surplus in the lowest ranges of income
(128 per cent) which decreases in the following income groups
(33 per cent; 9 per cent), and leads to an equalization of dednctions and transfers in the incomes around 6,000 D-Marks.
Then in the upper classes the income is reduced more and more
because of the preponderance of the taxes. The maximum
figures of the redistribution of income show an increase by 128
per cent in the lowest class, and a decrease by 35 per cent in the
top class, varying steadily along the scale.
In 1959 the degree of the redistribution increased once again
(in absolute figures deductions and transfers rose to about 34
and 33 mrds. D-Marks respectively). The importance of the
transfers in the lower classes, as well as of the tax charge in the
top income group, was increased. Now the balance between
duties and transfers is reached at a higher level, on incomes of
about 7,000 D-Marks. The difference between the maximum
figures of distribution also grew; the proportion of the transfers
to the lowest income class increased to 132 per cent, and the
share of the taxes in the top class to 37 per cent.
In order to extend this comparison of the effects of the redistribution to the incomes of households, at least by way of
trial, the Lorenz-Table must be used once again. (Compare
Tables I1 and 111.) A trend towards a more even distribution of
income - thus toward the levelling - is found, when the lower
groups of income receivers can claim a bigger share of total
income for themselves.
The fignres of income for 1955 in the Lorenz approach show
that proportionate shares rise as we proceed from personal
gross to personal net incomes, and further as we proceed to
incomes of households. (This is true for the sum of all incomes
only.) In 1955, 90 per cent of all income receivers (including
companies) had a share of 58 per cent of the gross income, 64
per cent of the net income, and h a l l y 71 per cent of the household incomes. Up to 1959 there was little change in this graduation, only that the shares received by the 90 per cent were
higher in all income groups, so that a more even distribution
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within each classification - and thus of course on the whole was brought about.
For the self-employed, the employees and the pensioners,
however, there are some large deviations from the total figures
outlined above. The change is especially marked for the income
of the self-employed: in 1959, 90 per cent of all self-employed
and private companies shared 40 per cent of the gross income,
45 per cent of the net income and 70 per cent of the income of
households (without undistributed profits). For the income of
the salary and wage earners, greater equality is to be noticed as
we proceed from the distribution of gross income to the distribution of net income, although in this case the change is less
marked. However, the change is found to be cancelled when we
come to the distribution of the income of households; the same
is true for the income of pensioner households. Here income
cumulation is taking place. This leads to a perceptibly smaller
share of income going to the lower income classes.

TABLE II
Share in total income per decile of income units
Federal Rep~blicof Germany, 1955
(Estimation)
Percentage
number of
income units

1

/

Gross income
SelfSalaryemployed earners

Private net income

1

1

Net income of households

Wageearners

SelfSalaryemployed earners

Wageearners

Pensioners
0

Percentage share in total income
10
20
30
40
50
60
70
80
90
100

1.4
3.4
5.9
9.0
12.7
15.0
22.7
29.6
39.4'
100.0

4.2
8.8
16.3
23.2
31.8
40.6
50.7
62.0
74.2
100.0

4.7
10.6
18.0
24.0
35.4
45.6
56.2
69.1
82.5
100.0

1.7
4.2
7.5
11.2
15.5
20.8
27.0
33.8
45.0
1004

4.2
10.1
16.3
24.3
32.4
41.6
51.8
63.2
76.6
100.0

5.1
10.8
18.9
26.9
35.7
46.8
57.8
69.4
83.4
100.0

7.1
14.1
21.2
28.2
35.3
42.3
51.7
63.9
78.1
100.0

2.4
6.3
11.3
17.2
24.1
32.5
42.4
54.5
69.1
100.0

3.1
7.5
12.8
19.3
26.5
34.9
44.9
57.2
72.5
100.0

3.5
8.4
14.5
21.1
29.2
38.0
48.5
60.8
76.5
100.0

4.1
8.2
12.3
16.4
23.3
30.9
41.2
54.7
72.0
100.0

0

$
m

TABLE III
Shore in total income per decile of income wits
Federal Republic of Germany, 1959
(Estimation)
Percentage
number of
income units

1

I

1

Gross income
elf
Salaryemployed earners

I

Private net income

SelfWageSalaryearners employed earners

Wageearners

1

0

/

/

Net income of households
PenSelfSalarysioners employed earners

Wageearners

Pensioners

u

Percentage share in total income
1.6
3.8
6.6
9.8
13.5
17.9
23.0
29.5
39.7
100~0

3.7
9.3
16.1
23.3
31.8
40.5

50.5
61.8
75.1
100.0

4.5
10.5
17.8
26.6
35.4
45.8
56.7
69.3
82.6
100.0

2.0
4.7
7.9
11.9
16.3
21.5
27.7
35.1
45.4
100.0

4.1
9.7
16.2
23.6
31.8
40.3
50.3
61.5
75.7
100.0

4.6
10.8
18.2
26.8
35.6
46.6
57.5
69.7
82.8
100.0

z
im
*z

5.9
11.7
17.6
25.5
34.0
42.6
52.9
64.8
79.6
100.0

3.4
8.2
13.8
20.5
27.8
36.5
46.0
56.9
70.4
100.0

3.5
8.5
14.3
20.8
28.2
37.0
47.2
59.4
73.9
100.0

4.0
9.3
15.8
22.9
30.8
39.9
50.2
62.8
77.8
100.0

3.2
6.4
11.5
17.0
24.1
33.2
44.0
57.1
73.9
100.0

*
m

z..
i/,

m

Ti;
X

TABLE IV
Agsregate income totals of tire tables 'The Effects of Redistribution on Size Distribution and household Net Income in Germany' and national accounts, 1955-1959
(Milliards DM.)

A. Gross Income
Gross income from self-employment and
of private companies
Surplus of Government enterprises
Gross income from employment
Salary receipts
Wage receiots
Coriipensafions of apprentices
Employer contributions for social
insurance
Indirect taxes minus subsidies
Net n:llional product
Capital consumplion nllo\rances
Gross national product

I/ I I

-----

I

. .

~~

163.5 179.9 1953 208.6 227.1
14.8 16.5 18.3 19.9 20.8

/ /

----178.3 196.4 213.6 1228.5 1247.9

B. Net Income
Net income from self-employment and of
private companies
Net income from employment1
Net income of salary earners1
Net income of wage earners1
Compensations of apprentices1
Net income of pensioners
Other Government transfer payments
Disposable income of Government

/

40.3
70.3
25.9
43.2
1.2
14.1
2.0
36.8

1

-------

Net national product

163.5 1179.9 195.3 1208.6 1227.1

C. Expe,rditr,res
Disposable net income of private househnlrlr

Personal saving
Personal consumption expenditure
Government expenditure
Gross investment
Net exports of goods and services

8.7
------

Gross national product

/ /

' Including transfer income.
1.W.-R

/ /

178.3 196.4 1213.6 228.5 247.9
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S I Z E DISTRIBUTION OF GROSS INCOME
INCOME F R O M EMPLOYMENT

INCOME FROM SELF-EMPLOYMENT
A N 0 OF PRIVATE COMPANIES
Range of
income

-

0

5

10

15
DM milliard

I
0

5

10

15

20
OM milliard

SIZE DISTRIBUTION OF NET INCOME
INCOME FROM

INCOME FROM

INCOME OF

SELF-EMPLOYMENT

EMPLOYMENT

PENSIONERS

AND OF PRIVATE
COMPANIES

0

5

10
OM milliard

0

5

10

15

20
OM milliard

0

5

DMmilliard

Undistributed

0I

5

0
DM milliard

0

5

10

15

20
DM milliard

0

5
DM milliard
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x
TOTAL DIVISION OF PRIVATE NET INCOME
INCOME AND W E A L T H : SERIES

BY HOUSEHOLDS

BY INCOME UNITS
WAGEEARNERS

EMPLOYED

Thousands

Transfer

Thousands

DM
milliard
-40I

Thousands

Thousands

