Income, consumption, and prices

Income, consumption, and prices

1. Developments within income and consumption

Couples with children earn most

When considering families, couples with children had the highest average income
after taxes in 2000; their annual average was DKK 316,900. The corresponding
figure for couples without children was DKK 261,700. When carrying out such
comparisons, it should be noted that couples without children are normally older
than couples with children, and that children may contribute to total family in-
comes to some extent. For couples with children and couples without children,
incomes went up from 1990 to 2000 by 53.6 per cent and 55.4 per cent, respec-
tively.
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Men earn the most

In 2000, the average personal income for persons aged 15 and above was DKK
203,800. Men had larger incomes than women, as the average income of men was
DKK 242,000, while the average income of women was DKK 167,100. However,
since 1984, women’s incomes have increased at higher rates than men’s: whereas
men’s incomes have increased by 81 per cent, women’s incomes have increased by
113 per cent.
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Figure 2

Average personal income, by age group
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Figure 3

Geographic distribution of family income

The average family income was DKK 307,300 in 2000. The highest average family
incomes were recorded in the Metropolitan area in the municipalities outside
Copenhagen municipality. Family income was DKK 573,400 in Hgrsholm and DKK
492,200 in Gentofte. The outlying municipalities accounted for the lowest average
family incomes with DKK 244,900 in Nakskov, DKK 245,400 in Ravnsborg and
DKK 245,700 in Marstal. Only seven municipalities had a lower average family
income than Copenhagen with DKK 252,900.

Average family income before taxes in municipalities 2000

370.000 - 573.400 DKK

340.000 - 370.000 DKK

320.000 - 340.000 DKK

300.000 - 320.000 DKK

280.000 - 300.000 DKK

260.000 - 280.000 DKK

244.900 - 260.000 DKK

BRCOHN

2 Income, consumption and prices Statistical Yearbook 2002



Income, consumption, and prices

Figure 4

Personal income, by socio-economic status

When considering personal incomes as they relate to socio-economic status, we see
that only 2.1 per cent of all top-level managers (salaried employees at upper le-
vels) made less than DKK 200,000 in 2000. When considering the other end of the
scale, 91.1 per cent of all pensioners, 90.3 per cent of all unemployed people, and
99.8 per cent of all students had incomes of less than DKK 200,000.

Distribution of personal income, by socio-economic groups 2000
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2. How is income spent?
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The main part is spent on consumption

The household budget survey carried out by Statistics Denmark, which involves a
study of private-household finances, makes it possible to see how total household
income is spent. According to the somewhat wider concept of income in the con-
sumption survey, an average 1999 household has a total income of DKK 401,160.
This figure does not include an additional DKK 1,302 from net payments from
capital-pension schemes.

A large part of this income was not, however, at the disposal of the household due
to income tax, etc., and any interest payable on household debts (including mort-
gages) — DKK 151,400. The amount left to average households was DKK 251,061.
The main part of this amount was spent on consumption - DKK 225,375 - while
DKK 19,323 was used for savings (including pension savings and savings tied up in
real property). The remaining DKK 6,364 was spent on membership fees, gifts, and
charity.

Employee households pay most in income taxes

Figure 5 shows how in 1999, employee households constituted the group where
income taxes, etc., accounted for the largest percentage of the total income. Pen-
sioner households and other households made up of persons who were not eco-
nomically active (social-security recipients, students, etc.) were characterised by
spending a considerably greater percentage of their income on consumption, while
their savings were much smaller; indeed, the group of other persons not economi-
cally active had negative savings. On average, households of people which were not
economically active took out debt or lived by "dipping into" their savings.
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Figure 5

How income is spent in selected households — per cent of total income 1999
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Households differ a lot

When assessing these differences, it should, of course, be noted that households
vary greatly in nature. Households where the main breadwinner was self-em-
ployed or an employee were significantly larger than other households; this type of
household was home to respectively 2.6 and 2.4 persons per household on aver-
age, whereas the corresponding figure for pensioners’ households was 1.4 and for
other households 2.0 persons per household. Total income, incl. capital-pension
schemes, was significantly lower in households which were not economically ac-
tive: the average income for pensioners’ households was DKK 230,566, while the
average income for households of other persons not economically active was DKK
239,997.

Self-employed earn more than employees

Households where the main breadwinner was self-employed had an average total
income of DKK 572,376, while the average income of employee households was
DKK 492,431. In this context, it is important to remember that both of these
groups of households are quite inhomogeneous. Self-employed people include
owners of large enterprises as well as small, independent greengrocers, just as the
employee group covers everyone from top managers to check-out clerks, etc.

Self-employed account for the highest increase in consumer spending

Figure 6 shows the development in consumer spending of households from 1994
to 1999. The statistical data are compiled at current prices, implying that inflation
is not taken into account. Self-employed account for the highest increase — 36 pct.
—while consumer spending of employees only increased by 18 pct.
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Figure 6 Change in consumer spending from 1994 to 1999
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Figure 7

The most money was spent on housing

Figure 7 illustrates how housing constituted the largest single consumption item,
as housing consumption accounted for 22 per cent of total consumption in 1999,
i.e. rent in rented accommodation and imputed rent in owner-occupied housing,
plus maintenance, etc. This figure does not include an additional 7 per cent for
heating and electricity. Food, beverages, and tobacco accounted for 17 per cent,
which corresponds to the amount spent on transport, etc. The fourth-largest ex-
pense item was Other goods and services, which includes expenditure on educa-
tion and child care, restaurants and hotels, various services, insurance, etc. Recrea-
tional equipment and entertainment accounted for 11 per cent, while clothing and
footwear only accounted for 5 per cent

Consumption by goods/services 1999
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More wine, less beer

In 2000, the average alcohol consumption per citizen was 9.5 litres of pure alco-
hol, which is the same amount as in 1999. Beer consumption increased until the
beginning of the 1980’s, and has declined since then. In contrast, wine consump-
tion has increased throughout the entire period from 1955, except for a slight de-
cline from 1997 to 1998. Spirits consumption peaked in 1976 and has declined
gradually since then, until reaching a relatively stable level during the 1990s.
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Figure 8 Total consumption of dutiable alcohol 1955-2000
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Tobacco consumption decreased slightly in 2000
Cigarette consumption decreased during the 1980s and reached a stable level
during the first half of the 1990s. During the second half of the 1990s, this trend
has changed to a slight increase in cigarette consumption, there was however a
slight decrease in 2000. Smoking tobacco consumption has fallen at a largely
steady rate since 1990. There was however a small increase in 2000. Consumption
of cigars and cigarillos has fallen for a long period of time.
Figure 9 Tobacco consumption 1985-2000
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3. Household transfers to and from the public sector

6

The value of indirect subsidies

The household budget survey also calculates the value of the indirect public subsi-
dies which households may be said to receive insofar as they utilize free or cost-
reduced services within healthcare, education, and childcare.

On the other hand, part of all household consumption actually constitutes pay-
ments to the public sector insofar as such consumption is liable to VAT or other
taxes/duties.

The net result of such transfers back and forth between individual households and
the public sector can be calculated as shown in Overview 1.

Here, households are divided into categories by age of the main breadwinner.
When assessing these statistics, it should be noted that households within the
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younger as well as older categories are relatively small, whereas households within
the 30-59 year age bracket are larger, usually comprising two economically active
adults.

Income taxes, etc., also include subscriptions to unemployment-insurance funds.
Income transfers comprise a number of transfer incomes, including old-age pen-
sions, cash benefits, sickness benefits, unemployment benefits, housing/rent bene-
fits, and family allowances. As was mentioned above, "selected transfers" include
the most important services offered within healthcare, education, and childcare;
subsidies for medical products have not, however, been included for practical rea-
sons.

Net transfers to the public sector increase with age
It is clear that the net transfers from households to the public sector increase with
age until the age of 60. From this age onwards, it becomes common to receive
early-retirement benefits and old-age pension benefits, so for the older age
bracket, public transfers to households exceed the transfers made from households
to the public sector in the form of taxes and duties.

Overview 1 Household transfers to and from the public sector 1999
From the public sector: To the public sector:
Direct transfers, i.e. income transfers Income taxes, etc.
Indirect transfers Production and import taxes
(VAT and duties)

With numbers added, the result is as follows:

Age group
Al 1829 3049 5059 60-66 67and
above
DKK thousands

Transfers to the public sector 179 123 232 228 148 91
Income taxes, etc. 124 82 164 162 97 58
VAT, duties, property taxes, etc. 55 41 68 66 51 33
Transfers from the public sector 14 78 128 81 142 137
Transfer income 70 4 53 55 126 118
Selected indirect transfers 44 37 75 26 16 19
Net transfers to the public sector 65 45 104 147 6 .46
Average household income 401 263 513 516 337 217
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4. Prices

Figure 10

Inflation levels peaked in 1974

In 1974, inflation levels peaked with an annual change to the consumer price in-
dex of approximately 15 per cent and a change to the wholesale price index of
approximately 22 per cent. In 1980, the annual change to the consumer price in-
dex was approximately 12 per cent, while the corresponding figure for the whole-
sale price index was approximately 17 per cent. The enormous increases in oil
prices during these periods affected the wholesale price index to a greater degree
than the other indices due to the greater weight of fuels, etc., as mentioned above.
The repeated devaluation of the Danish krone at the end of the 1970s was also
instrumental in increasing import prices, which also have greater weight in the
wholesale price index.

Higher consumer and wholesale price indices

During the period from 1965 to 2001, the consumer and wholesale price indices
followed each other over the long term: the annual changes rose up until 1980,
and then began to fall. In the short term, however, the two indices may display
very different trends. Throughout the entire period, all changes in the consumer
price index were positive, which means increasing consumer prices. The wholesale
price index, however, fell during the years 1986-87, 1992-93, and 1998. The an-
nual changes are calculated as percentage changes in the average index for two
consecutive years.

Annual changes in the consumer price index and the wholesale price index 1970-2001
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Greater fluctuation within the wholesale price index

The wholesale price index fluctuates more than the consumer price index. This is
mainly due to the fact that energy consumption, fuels, etc., have greater weight in
the wholesale price index. In addition to this, the wholesale price index includes a
number of raw materials, which are not comprised by the consumer price index.

Sub-indices for goods and services

Figure 11 illustrates the annual changes in the consumer price index, by goods and
services. Like the overall consumer price index, these indices reflect the high levels
of inflation from the early 1970s to the early 1980s. The increases in the service
index were greater than the increases in the goods index during the periods before
and after the oil crises. This may be partly attributed to the fact that the service
index to a greater extent than the goods index is influenced by developments
within wages and salaries.
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Figure 11 Annual changes in goods and services indices 1970-2001
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Figure 12

The housing index, the food index, and the transport index

Figure 12 shows the annual changes in three of the sub-indices of the consumer
price index: the housing index, the food index, and the transport index. Generally,
these sub-indices show the same overall trend as the consumer price index de-
picted in figure 10, i.e. greatest change during the period around the two oil crises.
However, figure 12 also shows that each of the three sub-indices reach a peak at
different times. The greatest change to the transport index occurred in 1974 (a 17
per cent increase). The housing index reached its peak in 1976 (a 13 per cent in-
crease), and the foods index peaked in 1977 with an increase of approximately 15
per cent.

Annual changes in selected sub-indices 1970-2001
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International comparison of the price development

During the past two years the rate of inflation has generally declined in the West-
ern world. Denmark and the EU have seen a rate of inflation of 2-3 pct. In the USA,
the rate of inflation was in 2000 and the first half of 2001 slightly higher, between
3 and 4 pct., and has declined to 1-2 pct. since then. Prices in Japan have been
declining (deflation) since the beginning of 2000, except for January 2001.
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Figure 13 Inflation in EU, Denmark, United States and Japan
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